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AN AGENDA FOR THE FUTURE

Reynold Levy1 and Waldemar A. Nielsen

Introduction

The Filer Commission, the largest and most sustained effort ever made to study
private philanthropy in the United States, has funded a considerable body of
information and analysis, of varied quality, which begins to fill some important gaps
in our knowledge. But, equally, it has helped to illuminate how much we still do
not know about the immense nonprofit sector, the terra incognita, of American
society.

The Commission has focused much of its research on the problems of donors and
private fund-giving institutions, to the neglect of the even larger problems of the
vast array of private fund-using agencies and organizations, the so-called donees,
including their relations with government. In developing its recommendations for
public policy it has again largely concentrated on the concerns of major donors,
philanthropic foundations, and those provisions of federal tax law which impinge
directly on their behavior.

This is understandable, given the origins and the composition of the Commission
and given the fact that foundations and major donors have been heavily struck by
political and economic developments of recent years. Even critics of the Filer
Commission's approach would have to admit that philanthropy has been a major
element in sustaining many of the "peaks of excellence" in American higher
education, scientific research, and cultural life. To prevent a severe dislocation in
the private support system which has undergirded that precious range of institutions
is not only a legitimate but an essential undertaking in the national interest.

However, the Commission's preoccupation with the problems of major donors
and philanthropic foundations has had two consequences: it has given a defensive
cast, a "shoring-up of the status quo" quality, to much of its product. And, when
the Commission concludes its activities in late 1975, it will necessarily leave a long
important agenda of unfinished business which a successor or successors will then
have to deal with.

This paper presents one perspective on what some of the priority items on that
agenda should be. It also seeks to strike a more urgent, perhaps a more agressive,
note regarding the strategy for action which is called for.

It is a premise of what follows that the Third Sector is not only a distinctive but
a crucially important element in the American democratic, pluralistic system. And it
is the authors' judgment that nonprofit institutions are in serious trouble, possibly
crisis. Their place in American life is in rapid decline relative to the role of govern-
ment. Their programs are being inundated by the expansion of government activities
in almost every field. They are increasingly dependent themselves on government
funding. The flow of private giving, individual and corporate, has failed to keep
pace with soaring costs, which has further accelerated the relative shrinkage of their
position. Many nonprofit institutions are making a bad situation worse by their
poor performance and unresponsiveness to changing public requirements. And public
opinion toward the private sector is in deep transition, with both negative and
positive trends becoming increasingly apparent.

These problems will not be solved by continued indifference; but neither will
they be solved by mere "thinking as usual" — by addiction to conventional ideas

^Aspen Institute for Humanistic Studies.
Aspen Institute for Humanistic Studies; consultant on philanthropy and corporate responsibilities.
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which can lead only to piecemeal, ameliorative, reactive steps. A bolder and more
basic strategy is called for.

To many, of course, this appeal will seem quixotic. For there is a rather wide-
spread belief that time has overtaken the venerable old private nonprofit sector, that
its continuing prominence and influence in the United States is an historical
anachronism, that it has virtually disappeared in every other developed Western
society and will inevitably disappear here too.

This may be a great and penetrating insight into the larger social, political, and
psychological trends of our times. But it may also be a death notice that is
premature, a repetition of the Spenglerian brand of misperception. In any event it is
not the view of the authors, to whom many of the problems of the Third Sector,
serious as they are, seem stilf to be remediable — the funding problems, the rela-
tions with government, the problems of poor institutional performance, and the
problems of ambivalent public attitudes. They will, however, be correctable only if
mindless neglect, smallness of view, and faintness of spirit are replaced by an
approach more scaled to the full magnitude of the needs and the potentialities. That
is the assessment of the situation, and the underlying conviction, from which
proceed the following suggestions for a future action agenda.

I

THE NEED FOR INFORMATION, ANALYSIS, AND IDEAS

The Third Sector is not only in worrisome difficulty, it is plunging about like a
frightened horse in a dark swamp, ignorant of its problems and unable to find its
way back to firmer ground. If it is ever to do so, its most elementary need is for an
adequate base of information, analysis, and actionable ideas.

This is a proposition so obviously plausible — as regards almost any matter of
national importance — that it runs the risk of being accepted without being fully
understood. Therefore, some elaboration is necessary.

Quite apart from the qualitative contribution which the private voluntary sector
may have made to diversity and freedom in this country, it is in simple economic
terms — the manpower it employs, the funding it receives and dispenses, and the
immense inputs of volunteered services it is given by tens of millions of citizens — a
most consequential element of the American system. But, for some mysterious
reason, the assumption of public policy has always been that once given legal status
and tax privileges, it required no further attention. Like the grass in the fields, it
could be left to survive and flourish on its own. In the same spirit the national
habit has been to devote massive resources and meticulous attention to gathering
and analyzing information about industry, commerce, agriculture, and labor and
about governmental activities and institutions at all levels — but to devote neither
resources nor study to the private nonprofit sector.

Thus, today we hardly know even its rough dimensions. The Internal Revenue
Service estimates, for example, that according to its criteria there may be something
between 600,000 and 700,000 nonprofit entities in the country; other estimates
conclude that the number is more on the order of 7 million.1 Almost equally wide
discrepancies exist in estimates of the volume of gifts given, earned revenues,
financial interflows with governmental institutions, and the value of non-monetary
contributions, particularly volunteered services, received.

More specific information about particular categories of institutions is equally
inadequate. Thanks to the continuing work of the Carnegie Foundation for the
Advancement of Teaching and of the Carnegie Commission on Policy Studies in
Higher Education which it has funded, a reasonably adequate body of information
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has been developed regarding institutions of higher education. But nothing
comparable exists regarding most of the major functional and institutional sub-
categories in culture, education, science, health and welfare. Here and there, one-
time efforts have been made, such as The Ford Foundation's study published in
1974 of the financial problems of 166 leading cultural institutions.2 Given the
general absence of information, they have been welcome. But for anyone seeking an
adequate and up-to-date factual basis upon which to develop analyses, assessments
of major problems, and proposals for action, the gaps encountered in almost every
field are defeating.

If there is a paucity of basic factual information there is an even worse
deficiency concerning the interrelated special characteristics and special problems of
broad sub-sectors of the huge, amorphous, and heterogeneous congeries of institu-
tions composing the Third Sector.

Special Problems and Needs of the Social Action Movement

A vivid example of this dangerous kind of vacuum relates to what can be called
the Social Action Movement, which has flourished in the United States in the post-
World War II period. {"Social Action Movement" is used as a term of convenience
to cover many disparate elements having in common only their active interest in
social change. It is not intended to suggest that they are coordinated under a single
banner, much less an organization.) This movement is defined to include that broad
range of associations and organizations primarily concerned with the issues of social
change — civil rights, anti-militarism, women's liberation, consumerism, environ-
mentalism, anti-poverty, neighborhood revitalization, public-interest law, and others.
That it is large and active is self-evident; indeed it may be the most vigorous part of
the entire nonprofit sector. Likewise, that it is of great power in contemporary
national life is also self-evident. A good many of the major milestones in recent
American history — the march on Selma, the Birmingham bus boycott, the Freedom
Riders, the March on Washington, the anti-Vietnam war demonstrations, Naderism,
the National Environmental Protection Act, and the proposed Equal Rights Amend-
ment to the Constitution — are all evidence of the influence of one or another
element of the SAM.

Some observers would go even further and say that the movement is not only
generating major transformations in American life but is contributing powerfully to
trends of change throughout the world. The French commentator and critic,
Jean-Francois Revel, writes in his widely read book, Without Marx or Jesus: "...
One of the most striking features of the past decade is that the only new revolu-
tionary stirrings in the world have had their origin in the United States. From
America has come the sole revolutionary innovation which can be described as truly
original. I mean the complex of new oppositional phenomena designated by the
term 'dissent'."3

Whether or not one agrees with such an estimate of the global importance of the
SAM, it has to be regarded as an historic new phase in the tradition of American
social activism — a tradition that goes back at least to the agrarian movements and
the rise of trade unionism in the nineteenth century if not to the Boston Tea Party
— and yet the circumstances out of which it has sprung remain essentially unknown,
and its special characteristics and needs, as of today, remain unrecognized.

In sharp contrast to traditional nonprofit agencies such as universities and
hospitals, the SAM is on the whole amorphous and non-institutionalized. It has
relatively little benefit, or handicap, of physical facilities and full-salaried employees.
It seems to have relatively little hierarchical governance apparatus; many of its
component groups are ad hoc, temporary, and informal in operation. Because of
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this relative lack of institutional "crust," elements of the movement frequently
display an unusual flexibility, adaptability, and ingenuity.

The financing of the many disparate elements of the SAM is as special and
diverse as its structural features. The major part of its resources appear to be
contributed in the form of volunteered services by its members. In addition, the
participants make a considerable (though not precisely known) further contribution
in the form of personal gifts and membership fees. Certain elements of the move-
ment, such as those working with low-income minority groups in the large cities,
have benefited directly and indirectly by funding from federal government agencies
— the Office of Economic Opportunity, the Department of Labor, the Department
of Commerce, the Department of Justice, the Department of Housing and Urban
Development, HEW, VISTA, and others. Combined with such government funding
has been a certain amount of support from major churches and their affiliated
organizations.

A few elements of the movement have received valuable foundation assistance.
This has come on the whole from a few large foundations with a somewhat activist
point of view and from a number of "anti-establishment" medium- and smaller-sized
foundations. This help, well documented in the excellent study for the Filer
Commission by Sarah C. Carey,4 has in a number of cases had an extraordinary
impact upon public policy. That some philanthropic foundations, despite their
"capitalistic" origins and governance, have nonetheless made useful contributions to
agencies working for social change is noteworthy. Equally noteworthy, however, is
that despite the unusual effectiveness of a number of such grants, only a tiny
minority of foundations have contributed to SAM components and only a very
small fraction of total foundation grants have gone to them.

But now it appears that the Social Action Movement is encountering a combina-
tion of serious obstacles to its further progress. The general condition of the
economy has diminished its flow of individual contributions. Government funding
hitherto available has now largely dried up. A considerable portion of church
contributions formerly available now seems to have disappeared. And the level of
foundation grants has likewise fallen off.

Along with growing financial difficulties have come other kinds of problems: at
one point many leaders of the movement were convinced that organizations
concerned with social change rather than with more traditional forms of charitable
and educational activity were being subjected to harassment by the IRS. The case of
the Center for Corporate Responsibility was, for example, taken as concrete
evidence of a generally hostile attitude on the part of the federal administration.5

The actions of the Congress in 1969 in restricting "grassroots lobbying" and its
deterrence of direct lobbying by nonprofit organizations was regarded as evidence of
legislative impediments being added to executive ones.

From the judiciary has come further injury. In the matter of so-called "class
action" suits by consumer and environmental organizations, the courts after an
initial period of tolerance have more recently begun to lay down stricter require-
ments regarding "standing" and notification which attorneys for these organizations
feel have seriously crippled their efforts to seek redress through legal action in
extremely important areas of corporate misconduct.

A second example of detrimental judicial action has been the more recent
decision of the Supreme Court denying to public-interest law firms their claimed
right to be reimbursed for their fees in those cases in which the verdict was in their
favor.6 As a direct consequence of the Court's decision, not only has an immediate
possibility of funding been choked off but, even more discouraging, the hope of the
public-interest law movement to become substantially self-supporting through such
court-authorized fees, with all that such an achievement would mean in terms of
dignity, strength, and growth of the movement, has now been extinguished.
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In sum, given the nature and purposes of the components of SAM, it faces a
range of problems which are quite different from those of, for example, hospitals
and universities. Its funding problems are unique; and its need for legislative redress
of the adverse actions which have been taken by legislative, administrative, and
judicial branches of government are distinctive.

But because of a lack of anything resembling adequate information about these
particular matters, no objective or documented basis exists for the formulation of
public policy — and private policy — proposals to keep this immensely important,
experimental, and adaptive element in American pluralism in a strong condition of
effectiveness.

The Impacts of Stag-Flation on the Private,
Nonprofit Sector

A second towering example of the ignorance which prevails about the Third
Sector — ignorance in this case about major societal impacts on its fundamental
viability — relates to the consequences of stag-flation.

In recent years, as everyone is acutely aware, the United States has been afflicted
by an unprecedented combination of contradictory economic trends — a severe
slump in the security markets combined with an extremely high rate of inflation in
wage costs, capital costs, and consumer prices. No element of the nation appears to
have been more severely struck by this development than the private nonprofit
sector. It seems quite possible that our precious pools of social capital represented
by university and hospital endowments and by foundation portfolios may have been
drying up in the course of the past decade at a rate so precipitous that it perma-
nently dislocates whatever balance may have been maintained in the past between
private and public activity and significantly alters the role that private, nonprofit
institutions can hope to play in the future. For example, fragmentary evidence
discloses that the purchasing power of The Ford Foundation portfolio in 1975
(purchasing power meaning market value of its securities discounted for inflation) is
today only 17 percent of what it was just 10 years ago. In the case of the Carnegie
Corporation, possibly a more typical situation, its portfolio in 1975 has just 34
percent of the purchasing power it had in 1964. Has the same erosion occurred in
the endowments of private liberal arts colleges? private voluntary hospitals?
privately supported centers of scientific research? private medical schools and
teaching hospitals?

The problems are even more complex — and the data still less available — when
one seeks to understand the total financial situation of different major categories of
private nonprofit institutions. What has been happening to their capital, labor, and
other costs? What is happening to their income earned through service fees and
tuition? To their endowment income? The flow of private, individual contributions
they receive?

To these and similar questions there are, as of now, simply no reasonably
adequate answers.

The shocking conclusion which has to be drawn is the following: the combina-
tion of economic conditions that has prevailed for the past three years may have
dealt devastating and permanent damage to the position, even the survival, of large
elements of the Third Sector; but as of late 1975, based on the few bits of
organized evidence that have been assembled, we have little more than an impres-
sionistic basis for trying to decide whether there exists a major crisis or only acute
localized distress and, if Che latter, which institutional categories have been more or
less gravely affected. To state the obvious, without basic data and underlying
analysis on which to judge the nature and severity of the problem, sound and
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persuasive proposals for remedial action cannot be formulated. And without them,
that horse in the swamp could die there.

What, then, should be done?
Fundamentally, what is needed is to begin to take the Third Sector seriously —

to recognize that if we do not begin to develop our knowledge about it and to give
thought to its condition, there is no possibility in the face of the rapid changes
taking place in every aspect of American society that it can hope to remain a
significant factor in our national pattern of pluralism.

More concretely, the first action called for is to elaborate a comprehensive
strategy for a continuing program of organized data-gathering and systematic study.
(Some small beginnings in this direction have recently been taken, particularly the
workshop organized in early 1974 by the Center for Voluntary Society (now
defunct) with a grant from the National Science Foundation to identify the priority
policy research needs of private, voluntary organizations.)

Second, once such a general strategy is elaborated there must be created for the
first time a network of at least a few important research professorships and research
centers devoted to the on going study of the nonprofit sector in its various aspects.

In order for that kind of network to be developed, major sources of funding will
of course have to be found. Traditionally, the private sector, for reasons either of
short-sightedness or of primary concern for the needs of its clientele, or both, has
not been willing to invest significant funds in its own needs for research and
planning. And as regards the federal government, the Third Sector has always been
left at the bottom of its list of research priorities.

In the final section of this document a concrete proposal as to how such funding
may be found is offered.

II

THE NEED FOR NEW APPROACHES TO THE INTENSIFYING
ISSUES AT THE INTERFACE WITH GOVERNMENT

The relatively tidy eighteenth and nineteenth century conception of separate
areas of responsibility for government and the private sector in matters of educa-
tion, health care, scientific research, culture, and social welfare has long since
eroded away. At an accelerating rate for more than a century government at all
levels has been moving into and taking over primary responsibility for planning,
policy making, funding, and administration of activity in virtually every field
(except the constitutionally reserved area of religion) that at one time was thought
of as a primary responsibility of the private sector. The reasons for this replacement
of private responsibility by that of government are many and complex: changing
concepts of the proper role of government in a modern, democratic state; the sheer
magnitude of problems and of public demands for services which have outstripped
the resources and capacities of the private sector; the simple failure of private
institutions in some instances to perform effectively in fulfilling their responsibil-
ities; the internal dynamics of large governmental bureaucracies to enlarge and
expand their sphere of activity and influence; and, possibly, even the very nature of
the American political system whereby certain groups find it more possible to exert
their demands for broadened social services upon government policy and agencies
than upon elements of the private sector.

Whatever the reasons that have brought about a spreading preponderance of
government in fields relevant to the role of the private sector, there can be no
doubt of that preponderance.

Moreover the thrust of government extension is far from spent. In recent years,
and down to the present, governmental programs in areas such as scientific research,
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social welfare (including pre school education and mental health), civil rights,
environmental protection, and the advancement of the arts and humanities have
continued to grow. And with the advent of massive new programs such as national
health insurance, it seems likely that the shift of weight to the government side will
not only continue but accelerate as the political force of what has been called the
"revolution of rising entitlements" rolls on.

Thus, the old divisions and jurisdictional lines between government and the
private, nonprofit sector are virtually gone. The old "balance," such as it was, has
been dramatically altered. The new reality of the relationship is interpenetration and
interdependence.

The Fearful Assymetry

The private nonprofit sector and government at all levels are now locked in one
another's embrace by ineluctable circumstances — and by choice. Third Sector
organizations seek government resources sometimes for reasons of simple survival,
other sources of private revenue having diminished or disappeared. More often they
find it a most valuable additive to their basic private support, enabling them to
undertake programs and perform services on a scale that would be impossible
without it.

From the governmental side, administrators and legislative bodies sometimes see
virtue in delegating a wide variety of tasks to universities, research centers, and
voluntary associations out of a belief that their reservoir of experience and talented
personnel and their capacity to mobilize private citizen energy give them capabilities
that government needs and does not have. The public utilization of nonprofit
agencies is also prompted by a desire sometimes to circumvent government civil
service restrictions, salary limitations, personnel allotments, and budgetary and audit
controls to which direct governmental operations are subject.

But it is recognized by both parties that any formal boundary between the
public and the private sector is breached the moment government dollars begin to
flow into nonprofit agencies. In exchange for taking public money to support their
activities, private agencies necessarily accept, in some degree, a dependence upon
and responsibility to their official financiers.

The hazards in the situation for the recipient agencies are great, essentially
because they are relatively small and the government is big, because they are weak
and the government is strong.

The most common consequences of this assymetry are that fund recipients, as
their reliance on government support deepens, may become generally deferential and
may tend toward caution and the avoidance of controversy in their operations in
order to diminish the possibility of provoking a reduction in their funding.

The unpredictability and discontinuity of government funding is another serious
hazard, particularly for those private institutions that become heavily or entirely
dependent upon it. The annual appropriations of government agencies funding them
can fluctuate drastically as political winds shift, and such short-term political swings
can affect not only the total level of funding but also program priorities and the
distribution of funds received. The frequent turnover of key government personnel
adds another element of uncertainty in the relationship, from the private agency
viewpoint.

A hazard of a quite different order is that of bureaucratization and de-personali-
zation of private agency performance. The experience of many recipient private
agencies is that government, largely because of its sheer mass, tends to impose heavy
rout ines, administrative uniformity, homogenization of approach, and safe
traditional patterns of operation on its beneficiaries. For example, a recent study of
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the Carnegie Foundation for the Advancement of Teaching reports that "leaders
from all types of (higher education) institutions reported greater restrictions on the
uses of Federal funds from 1968 to 1974, and almost 30 percent of all institutions
(and 54 percent of research universities) expect even less flexibility in Federal
funding in the future . . ."7

Opinion among private agency administrators about the extent to which these
hazards have in fact had damaging effects on private recipient agencies vary greatly.
For example, McGeorge Bundy when he was dean of Harvard College strongly held
the view that the federal dollar was the "best dollar" in terms of its usefulness to a
private educational institution; but there are many other heads of health, education,
research, and welfare agencies that believe it has in many instances in fact been
poisonous, even ruinous.

Nonetheless there is almost unanimous agreement that one of the most
pernicious consequences of accepting government funding derives from the
seemingly innocent and obvious right of government agencies to insure "accountabil-
i ty" on the part of the recipients of their funds; to insure, that is, that tax dollars
are not wasted or diverted to unauthorized use.

There is no dispute about the government's right to conduct periodic financial
audits of hospitals, universities, or psychiatric facilities to which it contributes
substantial funds. But serious questions are raised when public bodies, in the name
of accountability, begin to penetrate into the substance of program and policy
decisions and even into questions regarding the governance structure of these
institutions. For example, doctors are concerned about the threats posed to their
independent medical judgement by recent federal legislation establishing PSROs
(Professional Standards and Review Organizations) to guarantee that patients' stays
in hospitals are not excessively lengthy, that surgery is performed only when
absolutely necessary, and that admissions are professionally justifiable. University
leaders are troubled by what they see as the corrosive effects of government efforts
to implement affirmative action for women and minorities in employment upon
the quality of their faculty and administrative staffs. Psychiatrists and psychiatric
social workers vigorously oppose government review of patient medical records to
assure that Medicaid and Medicare funds are appropriately spent as violations of the
confidentiality of their relationship with clients. Moreover, as official surveillance of
the operations of subsidized, nonprofit organizations becomes more detailed and as
government exercises a more pervasive veto power on programmatic and procedural
decisions of those organizations, their capacity for flexibility and responsiveness
begins rapidly to erode.

From the point of view of the private institutions, the unrestrained and
indiscriminate pursuit of "accountability" has become seriously injurious to their
integrity and effectiveness and undermines the very distinctive qualities and capabil-
ities that originally animated offical decisions to rely upon them to perform services
for the common good. It can even threaten such fundamental values as the right to
privacy and academic freedom.

Less ominous, but from the point of view of those who manage voluntary
institutions still seriously detrimental, is the sheer burdensomeness of fulfulling the
government's requirements for information to insure "accountability." The
multiplicity of federal, state, and local government units which hold nonprofit
institutions to account frequently issue conflicting directives and fail to coordinate
and rationalize their demands upon confused Third Sector recipients. Complicated
and time-consuming reporting requirements ensue. Private agencies are increasingly
beset with escalating obligations for paper work that in the aggregate detracts
significantly from the fulfillment of their primary tasks.
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The Obscure Limits to Interpenetration

Whatever limits there may be to governmental transgressions into the jurisdiction
and prerogatives of the private nonprofit sector are increasingly obscure. As the
imbalance of scale between the public and private sector becomes progressively
greater, and as the private sector for various reasons becomes increasingly dependent
on government funding, even basic constitutional protections are subjected to
stretching, and sometimes breaching, by the shifting political and bureaucratic forces
that operate from the governmental side. He who increasingly pays the piper
seemingly increasingly calls the tune.

Nor is the relatively free hand which the government presently enjoys to cross
the vague line separating it from the nonprofit sector "counterbalanced," so to
speak, by an equally free opportunity for the nonprofit sector to influence the
political or legislative processes of government

Direct engagement in partisan political activity and election campaigns by tax-
privileged, nonprofit organizations is, of course, forbidden under the terms of their
tax exemption. Moreover, those segments of the Third Sector, like the Social Action
Movement, that focus on social action must beware of those provisions of section
501 (c)(3) of the Internal Revenue Code which prohibits a public charity from
devoting any "substantial" part of its activities to "propaganda, or otherwise
attempting to influence legislation." The determination of what is lobbying or
political influence is left for the IRS to resolve on a case-by-case basis, because the
statutory language is open-textured and because the available body of precedents
provides less than definitive guidance. As a result, uncertainty obtains as to the
practical range of this prohibition.

The prohibition of lobbying by nonprofit organizations is objectionable on
several grounds. It is discriminatory in the sense that while private nonprofit institu-
tions are deterred from access to the legislative process, for-profit business organiza-
tions are permitted to claim income tax deductions — as "ordinary and necessary"
business expenses — for financing legislative appearances connected with the
advancement of their interests. The prohibition cripples the ability of the private
nonprofit sector to defend its own interests in the process of government policy
formulation, a process increasingly decisive in its fate and affairs; and it deprives the
legislative process of the full benefit of hearing the viewpoint of that sector on a
wide range of important public policy questions — education, health, welfare,
science, culture. In this sense, the prohibition can reasonably be seen as an infringe-
ment on the right of free speech and the right to petition for redress of grievances
of their members and participants.

To remedy satisfactorily this inequity of access to the legislative process will
require amendment to the Revenue Code permitting nonprofit organizations to
present their views before Congress and the executive branch and to devote at least
some defined portion of their activities and resources to these purposes without risk
of losing their tax exemption. In order to avoid granting Third Sector institutions a
license to roam at will all over the political landscape, statutory language might set
limits on the percentage of their funds that can be devoted to lobbying as well as
on the range of subject matter appropriate to their lobbying efforts. In any event, it
seems clear that the scope of political activity permitted nonprofit groups cannot be
left to the shifting judgments of even the most neutral and well-intentioned IRS
agents, who are compelled by the vagueness of present legal provisions to operate in
conceptual no-man's land.
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The Task of Role Clarification

The government-Third Sector relationship can therefore be characterized in these
terms: it is rapidly changing; the interface is increasingly ambiguous and extensive;
the rules under which both parties now operate are ill-defined and inadequate; and
the stark imbalance that exists in size, resources, and rights between the two parties
gravely prejudices the possibility of a fair and balanced outcome in the continuous
processes of resolving conflicts of governmental and private sector interest and
points of view. Almost inherent and inevitable in the assymetrical situation is the
prospect that a bad situation will get worse.

If such a prospect is to be altered, the corrective measures have to begin with
clearer conceptualization — of the social and human values we seek to preserve and,
in turn, of the roles which government and private agencies in their areas of
common concern can most effectively and appropriately perform.

A review of the enormous growth of government involvement in societal
functions traditionally performed by private institutions suggests that this expansion
reflects to some degree a coherent philosophical point of view with regard to the
proper responsibilities of a modern democratic state; but it also reflects to a
significant degree an incoherent response to fluctuating political pressures and
sometimes panicky perceptions of crisis. The pragmatic, sometimes opportunistic,
enlargement of public responsibility may, on balance, have yielded enormous
benefits in terms of social welfare. But its costs can include a gradual government
displacement and takeover of valuable private efforts to the net detriment of the
total effectiveness and humane quality of our democratic system.

The question that arises, therefore, is whether some clearer, better norms and
definitions can be developed to guide relationships and the division of responsibili-
ties between public and private agencies in their expanding areas of common
concern and activity.

If such clarification is to be achieved, a first need is to chop away the prevailing
mythology which obscures the inherent qualities and the deficiencies of both public
and private operations.

For example, as private agencies have seen governmental activity encircle and
overflow their traditional fields of work they have successively adopted various
rationales as justification for continuing their established patterns of activity. One
has been the idea that such governmental spread could simply be ignored, that
duplication was not of serious concern because there was more than enough for all
parties to do, and that in any event the existence of even duplicative private
programs had the virtue of providing a "yardstick" by which to evaluate govern-
mental programs and performance. This notion was reinforced by the convenient
assumption that private sector programs intrinsically were superior to those of
government — more innovative, less bureaucratic, more competently staffed. Hence,
where private and public activities found themselves working in parallel no problem
of role differentiation was felt to exist since the private programs purportedly
served as pace-setting, standard-raising, and leavening influences upon the assumed
sluggishness and inferiority of governmental efforts.

Among government agencies, a kind of mirror-image .mythology about the
nonprofit field has likewise evolved. It holds that voluntary institutions generally are
too fragmented, inefficient, self-satisfied, and anachronistic in goals and methods to
respond appropriately to the complexity and velocity of change of present societal
needs. These weaknesses are regarded as natural and inevitable consequences of the
fact that Third Sector institutions are almost free to ignore the discipline of both
the ballot box and the market place. It is also commonly felt that many nonprofit
institutions, because of their scale and their highly individualistic traditions, are
simply inadequate to do the kind of planning and program development that
corresponds to modern requirements and on the other hand that they tend to be
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petty, quarrelsome and unwilling to collaborate and form coalitions which would
overcome some of these disabilities. It is sometimes felt that because nonprofit
groups have signally failed to create effective mechanisms for self-regulations, they
have virtually compelled the kind of government intervention to which they now so
strenuously object.

In higher education, scientific research, health and welfare, and the arts, what in
fact are the differences between publicly and privately supported operating institu-
tions and the scope and character of their management, their demonstrated
adaptability to changing requirements, and so forth?

A whole range of case studies might be done to assess the capabilities, limita-
tions, and weaknesses of governmental and private funding institutions. On the
government side, has its funding of science, for example, tended to be more
discriminating, creative, and effective than its funding of programs in education,
housing, research, and health? Have in fact some funding agencies such as the old
Office of Naval Research been distinctively more flexible and creative than others
such as the National Science Foundation? Is there validity to the view that the
National Endowment for the Arts is markedly superior in innovativeness and
effectiveness to the National Endowment for the Humanities? And if so, why?

As regards private philanthropic foundations, what has been the nature and
effectiveness of their programs in various fields — medical education, international
development, research in the natural, physical, and social sciences? Are there
discernible differences in the capabilities of large, medium, and small foundations?
Are there demonstrable variations in the capabilities of private, corporate, and
community foundations to conduct different kinds of grant making?

Likewise, there are many comparative studies of governmental and private
agencies that would be valuable: Are government funding agencies on the whole
competent to deal with a broader and more complex range of scientific, educa-
tional, and social issues than the vast majority of private philanthropic foundations?
Are governmental funding agencies more intrusive or less intrusive than private
foundations upon the authority and integrity of recipient, private institutions? Are
private foundations freer of bureaucratic and political pressures than government
granting agencies, or are the pressures on the private foundation different but
equally great and only structured according to a different set of social values?

With more adequate evidence and analysis to start from, fruitful discussion could
begin to take place relating to the underlying political and social principles on
which a structure of role allocation between public and private sector agencies
should be based. In effect, beyond questions of efficiency and performance, there
lies the matter of which functions and responsibilities in our kind of democratic
society should public agencies, in prudence and in principle, be entrusted with and
which are best left to private institutions. But on such questions there is much
confusion.

For example, as regards the needs of neglected minorities, the view exists that
because government programs are subject to popular democratic control while those
of private agencies are governed by a privileged and "non-responsible" elite, public
agencies should be relied on to serve these minorities. But there is the contrary view
that because of their great diversity and presumed adaptability, private agencies are
the best assurance of responsiveness in serving the manifolcf and changing require-
ments of such powerless societal elements.

Because of the innate dangers of governmental programs to freedom and diversity
— both because of these programs' scale and because of their potential "politiciza-
t ion" — one common contention is that in fields such as science and education they
should concentrate on the funding of physical facilities, equipment, and the
provision of services; and that private agencies, on the other hand, should be relied
upon to experiment with new ideas and perform critical evaluations and assess-
ments. But as some Filer Commission studies indicate, current spending patterns of
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private foundations and the federal government reflect a considerable mixture of
attitude in this regard.8 For example, in the area of health more than half the
private foundation dollars were used for manpower training and physical construc-
tion. By contrast, a relatively minor portion of their dollars was given for research,
and this proportion was almost matched by the proportion of federal dollars spent
for that purpose. Such allocation patterns raise obvious questions. Since there is a
minimum political or ideological danger in federal financing of physical construction
and since the federal government has such extensive experience in this field, why
have foundations adopted the practice or fallen into the habit of devoting such a
considerable proportion of their grants to this kind of relatively "uncreative"
purpose? Similarly, in health manpower training, it would appear that this is a kind
of activity that could prudently be left to government since it essentially involves
the funding of students in well-established institutions to be trained in well-
established techniques. On the other hand, if it is a particular merit and quality of
private foundation funding that it can be applied in a more discriminating and
creative way than federal funding, why does research constitute such a relatively
small portion of foundation outlays?

In the field of education also, private foundations have given high priority to the
training of personnel and the purchase of facilities and equipment. But an
interesting contrast with the health field is that in support of research on problems
of higher education, 26 cents out of every private foundation dollar went for this
purpose while only 1 cent out of each federal dollar was so used.

In science, a high proportion of foundation support to academic institutions has
been given for the construction of research and instructional facilities (36 cents of
every dollar compared with 2 cents of every federal dollar) whereas almost three
quarters of federal science support to these institutions was devoted to research and
development activities (71 cents of every dollar against 19 cents of the foundation
dollar).

In the arts and humanities, foundation grants are nearly indistinguishable from
federal expenditures in terms of the categories of recipient institutions. When
analyzed by the type of activity supported, federal funds and foundation funds have
gone in almost equal proportion to the performing arts. But foundations gave twice
as high a proportion of their funds for educational activities in the arts and
humanities as did federal agencies, while federal agencies gave nearly four times as
high a proportion of their funds for expansion programs in the arts as did founda-
tions.

It is puzzling in reviewing even these first fragments of data, which, thanks to
the Filer Commission, have now been assembled, to discern any coherent,
underlying system of concepts or principles by which public and private agencies at
present allocate their efforts.

Many other such examples of confusion and contradiction in both theory and
practice regarding the respective roles of the public and private sector can be cited:
there is relatively wide agreement that one of the important potential roles of
private agencies is in the initiation of new ideas in various fields of public policy.
Although a number of significant examples of such initiative can be cited, on the
whole the vast majority of private philanthropic foundations do not appear to either
accept or perform this role.

Likewise, it has been frequently urged that a particularly appropriate and
important opportunity for private sector agencies might be to serve an independent
oversight function with respect to both governmental policies and programs and the
performance of private profit-making firms and the marketplace. But if one reviews
the actual programs of private philanthropic foundations, for example, it is apparent
how extremely reluctant, indeed unwilling, the vast majority are to assume such a
role — whether for reasons of principle or political prudence.

However adequate our empirical knowledge and understanding of such issues may
eventually become, it is obvious that they cannot lead to simple and absolute
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answers to the problem of defining the most effective and appropriate roles for
private and public agencies: The problems are too complex, the potentialities of the
institutions are too manifold, and the social and political environment in which they
operate too dynamic. But surely something bettter than the present situation of
utter confusion, inconsistency, and obscurity can be brought about if a serious and
systematic effort is made to dispel the fog of rhetoric and mythology and replace it
with greater factual evidence, analysis, and rational public debate.

Government Contracting and Grant Making — The Crucial
Transactions

Pluralistic theory becomes compelling reality at the point where government
funds are transferred to the support of private nonprofit institutions. The two basic
modalities by which this is done are the grant and the contract. Through them, the
specific terms and commitments are fixed by which government makes use of
private sector capabilities to execute its purposes and programs and by which a vast
range of private agencies obtain the resources which are increasingly essential to
their survival and significance. The volume of funding which flows on the basis of
these procedures is immense. For both parties, official and private, the rules and
arrangements by which these transactions are decided are therefore of the utmost
importance: To the government agencies, they determine how effectively they can
carry out their legislative mandates and fulfill their responsibilities for ensuring the
proper and efficient use of public money; to the private agencies, they determine
not only the general scope and level of their operations but also the degree of
flexibility they will enjoy in program development, their freedom in administrative
matters such as setting standards for hiring staff, and their range of independent
discretion in determining how best to pursue agreed upon project goals. In short,
the pieces of paper eventually signed by both parties specifying the terms of grants
or contracts embody the governing principles of their relationship.

In the negotiation of these agreements the position of the government is
naturally very strong. Executive agencies, based on their legislative mandates, have
the initiative in defining "missions," in setting priorities, in selecting grantees or
contractors, and in determining the manner and extent to which their surveillance
of performance by the private agency is to be carried out.

If not restrained, such advantages of the official agency can lead to the distortion
of private agency programs; the weakening rather than the strengthening of their
fundamental financial postion; discrimination against certain categories of institu-
tions, geographical areas, and fields of scientific endeavor; and the strangling of
private agencies in red tape. In the worst circumstances, they can lead to intrusions
upon scientific integrity, the imposition of crippling and degrading requirements for
classification of data and security clearance of personnel, and even outright punish-
ment or reward of particular private agencies on ideological or partisan political
grounds. At least a few cases in recent years suggest that even the American govern-
ment can be tempted to misbehave in such reprehensible ways.

To minimize the hazards presented, a number of structural and procedural
safeguards have now been developed. In contracting, for example, almost all
executive agencies have come to make use of advisory panels of private experts,
although the actual status of such panels in influencing decisions varies greatly from
agency to agency. Some experimentation with more open bidding for contracts has
been done, but with mixed results. And some appeal mechanisms have been created
to permit contractors, or would-be contractors, to protest agency decisions. These
procedures, however, tend to involve excessive time delays and such heavy costs for
plaintiffs that their practical benefits have not been great.
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In grant making, a somewhat wider range of safeguards has been employed. The
use of private advisory panels is almost universal, and in some fields, such as basic
science, these panels have very high status and almost decisive influence. There has
also been rather widespread use of the "public foundation" as a mechanism through
which to distribute grants: The National Science Foundation, for example, and The
National Endowments for the Arts and the Humanities. These combine official and
private participation in the processes of fund distribution in a fashion intended to
equilibrate the interest involved; and although the success achieved seems to have
varied considerably from one foundation to another, the approach in principle has
proven to have its merits.

Two concepts that have recently won growing support as means of insulating the
transfer of government funds to the private sector from some of the worst dangers
are decentralizing decision making from the federal to lower levels of government
and shifting from making grants to private institutions to a "voucher" system.

Proponents of decentralization argue that dispersing government decision making
to state and local governments not only de-monopolizes federal control but it
contributes positively to the diversity and relevance of programs funded, whether by
grant or contract, because of the more direct sensitivity of lower levels of govern-
ment to local needs and circumstances. As embodied in the "New Federalism"
doctrine, however, the application of this principle, as will be discussed later, has
led to results that in the view of some are very bad.

Proponents of shifting to a voucher system in grant-making policy contend that
it is preferable to subsidize individual consumers of culture, higher education, and
health care, for instance, rather than to funnel financial assistance directly to
institutions via the decisions of central government. To them, the latter practice
appears to offer no effective incentive for nonprofit organizations to conduct their
affairs efficiently and imaginatively. By contrast, the development of voucher
systems decentralizes resource allocation and frees consumers to utilize service
providers in any given field according to their own preferences. Adaptation of
programs and procedures to changing public needs, according to this view, should
not originate in distant bureaucratic judgments but rather should emerge out of the
million of daily consumer choices as to which nonprofit agencies best fulfill their
individual requirements. Allowing prospective clients to "vote with their feet," it is
claimed, introduces the functional equivalent of marketplace and ballot box
discipline int6 the Third Sector. In sum it is argued that consumer subsidies are the
key to democratizing private nonprofit organizations and to dramatically increasing
their accountability.9

There is a clear and major need, therefore, to (1) conduct a full and systematic
evaluation of the various contracting and grant-making practices and procedures
currently employed, as a basis for the development of new public policy
recommendations; and (2) to survey and evaluate new approaches that may deserve
to be tried. This survey should include ideas that have been put forth from various
American sources and also those that are being used or discussed in a number of
foreign countries, especially Britain, Sweden, Canada, France, the Netherlands,
Japan, and the Federal Republic of Germany.

A further word is in order on the general matter of the relative bargaining power
of the governmental and private parties to contract and grant negotiations. As has
been indicated in this analysis, that of the government is inherently very strong. But
it would be a serious error to assume that that of the private sector is in all cases
weak. In some fields such as basic science and higher education the major private
institutions in concert have great access to and influence upon the decision-making
processes of government. Likewise, through the development of "collective
bargaining" approaches, some groups of institutions, such as private voluntary
hospitals and child care agencies in New York City, have been fully able to defend
their interest — or even more — in funding negotiations with official agencies.
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Moreover, in those fields where a small number of prestigious private institutions
have great influence, it appears that a kind of oligopolistic collaboration tends to
develop between them and the government funding sources which has the effect of
making it very difficult for less prestigious private institutions to break into the
charmed circle and win a share of grants or contracts. In some areas, ten or fifteen
top institutions (whose representatives also dominate the relevant governmental
advisory boards) regularly receive 80 percent or more of the available funds,
suggesting the need to find ways to open the access routes to additional competitors
and to tap presently neglected resources of talent.

In general, when a nonprofit institution has a record of competence and
reliability, when its basic financial position is sound and its sources of income
diversified, when its board of trustees and its senior staff are politically and
professionally well-connected, and when its constituency or clientele is effectively
mobilizable if its interests are threatened, it can hold its own in negotiations with
government. But this combination of attributes is not commonly to be found
among the vast majority of private nonprofit institutions. Moreover, as their
economic distress grows, and as a "buyers market" rather than a "sellers market"
increasingly prevails, the possibilities of damage and disadvantage to them in their
relationship with government necessarily increase.

This then constitutes another area of need: for private institutions individually to
take further steps to equip themselves more adequately for the rigor of demanding
negotiating processes with government and collectively to muster their political
forces in pressing their legitimate claims in the allocation of government grants and
contracts. Still more fundamental is the need to develop — within government and
on the part of the general public — greater sensitivity to and awareness of the
vulnerability of much of the private nonprofit sector to damage and exploitation in
its financial dealings with government and of the necessity for both better rules and
self-restraint by government in utilizing its predominant position.

The Need for Structural Reforms in Government

The Executive Branch

The oversight function. In addition to government controls exerted upon
nonprofit agencies pursuant to the particular terms and conditions of its massive
grant and contract program, there is lodged in the executive branch the continuing
obligation to oversee the general conduct of Third Sector institutions. It is the
responsibility of the Internal Revenue Service to determine at the outset whether or
not candidate organizations are to be granted tax-exempt status, to issue advance
rulings on proposed transactions of nonprofit groups, and to monitor the behavior
of those agencies who are successfully granted 501 (c)(3) status in order to assure
that they comply with relevant regulations. Lodging these sensitive tasks in a
governmental unit accustomed to focusing single mindedly upon maximizing the
collection of revenues is not without its dangers.

In vjew of many knowledgeable observers, the IRS has traditionally not placed a
high priority upon assigning able personnel to the job of certifying and monitoring
exempt organizations. Staff sometimes have been unfamiliar with the purposes and
activities of nonprofit groups and uncomfortable with their own regulatory duties,
especially given the considerable discretion they are expected to exercise without
benefit of clear directives and criteria.

For example, in evaluating whether applicants qualify for tax-exempt treatment,
IRS workers can only refer to the extremely vague standard prescribed by Congress,
to wit, that 501(c)(3) status is to be given only to those institutions "organized and
operated exclusively for religious, charitable, scientific, . . . literary, or educational
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purposes." Because the key terms are undefined in the Internal Revenue Code, a
good deal of ambiguity prevails. Candidates for tax exemption whose goals and
procedures depart from the conventional are often subject to uncertainty and delay
as they await the crucial decision on whether or not they are entitled to receive
privileged status. In the absence of more precise guidance, discretionary judgments
about the fitness of candidates may well be, or appear to be, arbitrary.

There are two avenues to the achievement of greater precision in the standards
against which IRS personnel can formulate decisions about granting or revoking
tax-exempt treatment to its petitioners that deserve consideration. First, Congress
itself should be urged to define the requirements more clearly by statute. Second,
judicial review of negative status determinations, of failures to rule one way or
another over a reasonable period of time, and of revocations of 501(c)(3) status
ought to be statutorily created. Among other benefits, this would provide the IRS
with a growing body of case law to which its agents might repair to inform their
decisions.

Some attention needs also to be paid to the compliance sanctions available to the
IRS in their supervision of the conduct of public charities. At present, the only
available enforcement power to check rule violation is the drastic one of entirely
revoking the tax-exempt privilege, an extreme form of penalty that authorities are
understandably reluctant to employ. An alternative to this one-option penalty
system has been proposed whereby substantive guidelines would be developed for
public charities on matters such as self-dealing, adequacy of distributions, and excess
business holdings. Violations of these rules would be dealt with via tax penalties and
civil suits, the latter to be instituted by the Justice Department in U.S. District
Courts. The district courts would be granted equity powers to fashion suitable
remedies to repair the damage done without penalizing the beneficiaries of philan-
thropic funds.

Inadequate IRS oversight of tax-exempt organizations may be corrected in some
measure by the recent statutory creation of a new Assistant Commissioner for
Employee Plans and Exempt Organizations, to whom all duties for monitoring
philanthropic institutions are to be transferred. The recommendations submitted to
the Filer Commission by Ginsberg, Marks, and Wertheim having to do with
improving service procedures seem to be sound and worthy of endorsement, with
one exception:10 The proposal that this new division of the IRS should undertake a
major program of collecting, analyzing, and publishing statistical data on philan-
thropy involves unnecessary hazards of further government intrusion on the
nonprofit sector. As is argued elsewhere in this paper, it is more appropriate to
place responsibility for research and study of Third Sector activities among existing
or yet-to-be created nonprofit institutions themselves.

The ombudsman function. The sheer number and magnitude of federal
programs in health, science and education, welfare and the arts in comparison to
parallel private activities is such that even the slightest modification of their policies,
priorities, and procedures can have powerful, sometimes devastating, impact on
particular private institutions or categories of such institutions. These impacts, great
and small, in fact occur every day as a consequence of the endless stream of
administrative decisions made by federal agencies — decisions properly within their
administrative discretion under existing legislation. The examples are literally
innumerable:

• A decision by the cultural affairs branch of the State Department to give
priority to athletic teams over musical groups in its "overseas cultural presentations"
program;

• A decision by the Defense Department to shift a research project from a
private university to a government-operated research facility;
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• A decision by the Equal Employment Opportunity Commission to require
affirmative action plans from an additional category of private nonprofit agencies
being used as government contractors.

Beyond the flow of daily administrative policy decisions by government agencies,
there is the still greater impact of the changes introduced in their programs and
priorities as part of their annual budget proposals. And beyond such annual altera-
tions in program levels, there is the still greater potential impact of major legislative
proposals from the executive branch dismantling some programs, creating new ones,
and fundamentally altering ongoing activities: proposals, for example, to dismantle
the Office of Economic Opportunity, to cut back the food stamp program, to
substantially enlarge support for cancer research, to name a few.

At the present time such program, procedural, budgetary, and broader policy
decisions are made by executive branch agencies primarily with regard to political,
budgetary, and bureaucratic considerations. The consequences of those changes on
private nonprofit sector institutions are sometimes taken into consideration at the
initiative of executive branch agencies or more often as a result of protests from
affected institutions. But there is no central, competent, high-level point in the
executive branch that gives systematic, continuous attention to the needs of Third
Sector institutions and that can exercise strong, continuous influence on executive
branch decision making while policy alternatives are still under consideration and
open to modification.

There are two related actions which might be taken to deal with this very
important and inbuilt disadvantage of the private sector in its relationships with
federal agencies which deserve evaluation.

First, the possible creation of a new, special assistant to the President; and
second, the creation of a new, high-level White House Council on the Private
Nonprofit Sector. Either — or possibly both — of these innovations might for the
first time create a permanent focal point in the federal government for maintaining
contact and communication with all private nonprofit elements regarding their needs
and concerns; for maintaining a continuous watch over the actions and proposals of
federal agencies that may have significant impact on the private nonprofit sector;
for bringing the viewpoint and needs of the private nonprofit sector to bear on
decision-making processes; and generally for taking initiatives of whatever kind,
including possible proposals for legislative action, to protect and preserve the
sector's vitality and effectiveness.

If the need for a central point of active concern for the private sector in the
executive branch of the federal government can be defended, there are those who
argue that the need is at least equally great for such an ombudsman and/or oversight
committee in the administration of every state and of every large metropolitan area
in the country. The policies and programs of these levels of government affect the
private, voluntary sector in the same ways as those of federal administrative
agencies; and it is claimed by some who are close to the scene that the so-called
New Federalism introduced in national policy over the past few years has made
urgent the need to protect institutions of the private, voluntary sector at the state
and local levels. The new policy, it is said, is not only altering the relationship
between federal, state and local governments; it is also redefining the responsibili-
ties of the three levels of government toward the protection of minority and
disadvantaged groups. It has concentrated much greater power in the executive
branches of state and local governments without simultaneously strengthening the
legislative branches. And it has changed the federal government's attitudes about
and policies toward voluntary sector organizations.

In the words of Pablo Eisenberg in a paper commissioned for the Filer
Commission:11

"The inroads of the New Federalism have been quite, subtle and slow. Much of
its foundation has been laid by executive fiat without broad public awareness. Only
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after two years of operation is general revenue sharing, its most publicized program,
beginning to be understood by the general public . . . A great deal of what has
happened over the past few years has not been the subject of extensive legislative
debate or public discussion, even though it will have an enormous impact on
community life and priorities everywhere . . . "

Eisenberg goes on to say that many local governments have traditionally
operated with little citizen involvement but that this relatively undemocratic
condition of many local governments was tolerable so long as they had to contend
with strong federal programs and had limited control of much of the money
channeled into their jurisdictions. Citizens, particularly minorities, could look to the
federal government and independent institutions for redress and the protection of
their rights. Private nonprofit organizations financed directly or indirectly by the
federal government and a few foundations provided an outlet for active citizen
involvement. In short, a balance of power existed which restrained local govern-
ments' influence over and control of its citizenry. But, Eisenberg asserts, "the New
Federalism has upset this balance of power tilting it heavily on the side of official-
dom and government bureaucracy . . . Adding momentum to this swing of the
power pendulum has been the conscious decision of the administration to end
federal support and encouragement of private nonprofit groups.. . The federal
responsibility for and guarantees of minority rights and concerns that characterized
the 1960s are being attenuated by the New Federalism and its programs. Redress
and justice must be sought increasingly at the local level, which is difficult, or
through the courts, which takes an inordinate amount of time." Thus, he concludes,
government at all levels has been strengthened at the expense of the voluntary
sector.

The situation perhaps suggests additional important tasks that a federal
ombudsman for the Third Sector might play; and it suggests equally that serious
consideration might be given to offering federal financial assistance directly or
indirectly to states and major metropolitan governments to encourage them to
establish a corresponding function at their levels of government.

The Role of Congress

Historically, for reasons that are not entirely clear, voluntarism and the Third
Sector in American life have not been regarded as a sector or "interest" in society
requiring or perhaps deserving the kind of attention to its needs that traditionally
has been accorded to other sectors or "interests" such as commerce, agriculture, and
labor. This is reflected in many areas, not least in the Congress of the United States.

Both the House and Senate have traditionally dealt with Third Sector problems
and needs on a fragmented and episodic basis and nonprofit agencies have hardly
been encouraged to take initiative in coming forth with broad policy proposals in
their areas of competence or to lobby for their viewpoints.

On those occasions when Congress has felt impelled to take a direct interest in
them, it has most often been in an investigatory and critical spirit. In the case of
private philanthropic foundations, for example, the main instances of congressional
interest have all been of this character — from the Walsh Commission in 1913 to
the Cox and Reece investigations of the mid-1950s to the more recent efforts of
Representative Wright Patman in the 1960s. (On the one occasion when the
attention of the executive branch was seriously focused on the problems of founda-
tions and on the elaboration of general policy proposals in this field — namely the
Treasury Department's Report on Private Foundations in 1965 — it was the direct
outgrowth of an eruption of congressional concern.)

Those intermittent bursts of congressional concern have in most instances
produced rather little in the way of objective information or constructive proposals
for public policy. The principal exception to this may have been the Patman
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investigations, which exposed some major areas of foundation delinquency and led
to a number of significant legislative reforms.

Nonetheless, however productive or unproductive periodic congressional investiga-
tions may have been and how adequate or restricted has been participation by the
private nonprofit sector in the deliberations of Congress on particular legislative
matters, the procedures and structure of the Congress do not provide for continuous
and informed concern for the problems, needs, and general vitality of the private
nonprofit sector. Given the accumulating problems of private nonprofit agencies, the
general weakening and decline of their position vis-a-vis governmental programs and
agencies, and possibly the growing potentiality of their contribution to national
problems, the established patterns of congressional indifference should be fundamen-
tally reexamined and corrective action taken.

Such action might be in either or both of two directions:
• First, the possible establishment of standing committees, or subcommittees, in

both houses of Congress on the private nonprofit sector, or of a joint committee;
• Second, the more effective utilization of the General Accounting Office as a

general source of information to the Congress on developments and problems in the
private nonprofit sector and as a watchdog over the policies and procedures of the
executive branch that have significant impact on the vitality of those institutions.

The advantages and disadvantages of creating special congressional committees for
this purpose obviously need to be carefully evaluated. And the jurisdiction and
functions of the proposed committees need to be carefully thought through.
Likewise, the precise purposes for which the great capabilities of the General
Accounting Office might be utilized need to be well defined.

Possibly some kind of joint working group of members of Congress together with
representative leaders from the Third Sector should be formed to carry out this
analytical work and to come forward with concrete proposals for congressional
consideration and decision.

Ill

THE NEED FOR OVERHAULING AND
REINFORCING THE THIRD SECTOR

While the current distress of many nonprofit organizations is substantially created
by economic and political circumstances beyond their control, there is also abroad,
especially in government and corporate circles, a strong sense that they themselves
share a good measure of responsibility for their troubles. The suspicion is wide-
spread that there is an excess of inefficiency, organizational proliferation, and
deficient standard-setting among them; that their budget practices are generally
outmoded; that their goal-setting and programming procedures are ineffectual; that
their service delivery systems are wasteful; and that their personnel procedures are
unsatisfactory. Yet the fact is that sound data on these matters is so lacking that
firm judgments cannot be made.

Still, there is little doubt that there is room for considerable management
improvement in areas such as the search for new markets, the diversification of
sources of income, raising client and consumer charges, intensifying use of plant and
equipment, upgrading administrative capability through training, and increasing
portfolio returns.

In the present harsh fiscal climate, many specific suggestions are being put forth
to increase income, cut costs, and improve efficiency, of which the following is only
a partial list:
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• In higher education, requiring faculty to carry heavier teaching loads,
implementing higher student-faculty teaching ratios, and pruning course and other
ancillary program offerings;

• In the field of culture, decreasing the number, variety, and scale of
presentations in the fine and performing arts; and in museums, charging admission
fees and developing a "marketing mentality" to build up revenues of all kinds;

• In health, assigning the delivery of costly ambulatory and emergency care a
much lower priority in the allocation of hospital resources, relying more heavily on
the lower-paid paraprofessional to shoulder some of the work load currently
performed by professionals, and closing low-demand, cost-ineffective services such as
maternity and pediatric wards, eye, ear, nose and throat clinics; and,

• In social welfare, utilizing less expensive forms of manpower and applying a
triage system to the selection of necessarily constricted caseloads.

Such a list, whatever the merits and applicability of the individual items,
immediately prompts cautionary comments. First, the social cost of implementing
many of these income-producing or expenditure-saving suggestions may be to
diminish the capacity to deliver services at desired levels of quality and to reduce
their availability to those least able to afford them.

Second, the margins for improvements in productivity and efficiency are closely
set by the human-service purpose of the nonprofit sector. Balancing the books and
keeping an eye fixed on the bottom line constitute only one, and sometimes not
the most important, method of appraising the comparative merits of hospitals,
colleges, cultural, social welfare, and scientific institutions. Indeed, some nonprofit
institutional heads flatly deny the applicability of cost-benefit methodology to their
operations. (Sherman E. Lee, director of the Cleveland Museum of Art, has stated,
"The museum is not in business to be efficient. It is in business to be the best
possible art museum it can be."12)

Third, the escalating costs of personnel in these labor-intensive fields and largely
uncontrollable fuel, transportation, and utility expenses place severe limits on the
potential savings to be made through self-help efforts.

The point of emphasizing the complexities of introducing greater efficiency into
the nonprofit sector is not in any sense to deny the need or to diminish the
urgency and importance of such efforts. It is rather to emphasize that a great deal
more needs to be learned about the special managerial problems of private nonprofit
organizations before one can confidently prescribe changes that will do more good
than harm, both internally and societally. A great body of knowledge and theory
has been developed regarding management matters as they relate to the profit-
making sector; and, in more recent decades, the quite different problems of
organization and administration of governmental agencies have begun to receive
study. But as of now there is not only no science of management as it relates to the
internal affairs of nonprofit institutions — whose goals, motivation, and responsibili-
ties are distinctively different from those of both commercial firms and public
agencies — but hardly the surface has been scratched in thinking about their
particular problems and characteristics in a systematic way. (For example, there
exists a central but unexplored problem of resource allocation on a sectoral basis
that is unique to the nonprofit field, namely that of finding the functional
equivalent of bankruptcy in the business sphere — or the process of dismantling a
government agency either by executive order or legislative action in the govern-
mental sphere. The need is to find, or invent, a rational and effective means of
bringing about the demise or consolidation of those units that have become
irrelevant or dysfunctional. So long as there is not found a better means than
Darwinian struggle, endless proliferation and attenuated existence of many meaning-
less organizations will continue to weaken the effective use of limited available
resources by the whole Third Sector.)
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Even if solutions to the difficult questions of management and resource use in
nonprofit organizations were known with certainty, there remains the practical
problem of how to introduce or apply them. For it is in the nature of such institu-
tions to be — and their essential social value reposes upon their being — diverse,
independent, even eccentric. Changes in their way of doing their work cannot
properly be imposed by government fiat or by compulsory collective private action.
The methods employed therefore have to be those respectful, persuasive, and
indirect ones of education, technical assistance, private suggestion, public criticism,
precept, and voluntary individual and collective efforts of standard setting and
self-improvement.

The following suggestions, which take into account these unique circumstances
and subtle difficulties, we believe merit consideration:

1. As with so many other aspects of the Third Sector, the starting point before
any sensible strategy for action can be devised has to be more information and
more thought. Concretely, a number of research professorships need to be
established at leading schools of management throughout the country to enable at
least a few experienced and able individuals to concentrate on the study and analysis
of the special management problems of nonprofit institutions of different kinds. A
related and more expensive need is to create (or possibly strengthen some existing)
research and training centers at leading universities to specialize in the organizational
and managerial problems of nonprofit organizations. These centers, on the basis of
adequate long-term funding, should in turn, proceed systematically to build the
needed data base, develop research methodologies, produce case studies and teaching
materials, and organize management training programs along the lines that have long
been followed to improve the performance of business firms and governmental
agencies.

2. There is need to develop objective and quantitative norms by which the
trustees and officers of nonprofit organizations can measure their own performance
in certain areas as a basis and stimulus for instituting internal improvements.

For example, one problem in controlling overhead and other operating costs in
nonprofit agencies has been the lack of any uniform accounting code to make it
possible for one organization to compare its costs and performance with others. The
recent issuance by the American Institute of Certified Public Accountants of audit
guidelines for hospitals and university and voluntary health and welfare organiza-
tions should now make it possible for them to go beyond their traditional reliance
upon crude general fund accounting and to begin to report functionally on their
operations. The availability of such new information on a comparable basis should
enable nonprofit institutions to identify areas of waste and excessive cost in their
own operations more readily than ever before. These new guides also promise to
provide prospective individual contributors and funding bodies with access to
comparative data which will assist in assessing which nonprofit agencies operating in
the same field are most worthy of their support.

Investment portfolio performance is another limited but important area in which
the availability of an external standard of performance would be useful. In the field
of mutual funds the so-called Lipper Index provides members of the industry and
all other interested parties with periodic and comparable performance data on each
individual fund. A similar index reporting on the investment performance of founda-
tions and other endowed nonprofit institutions, if prepared and published by a
reputable investment firm or market-research organization, would allow for an
objective periodic comparison of the results of the investment policies and portfolio
management of various institutions. It might thereby exert useful stimulus on
laggard institutions. And it could provide prospective benefactors with some
indication of the managerial capability, at least in investment matters, of various
institutions seeking capital contributions.



1050

3. Ways need to be found to provide at least modest funding to the work of
thoughtful critics of the performance of nonprofit organizations, including founda-
tions. In addition, special training programs at schools of journalism throughout the
country might be enlarged to include short courses for editorial writers and
investigative journalists on contemporary trends and issues relevant to the Third
Sector.

The power of the nonprofit sector's establishment has been so great and
intimidating upon scholarly and intellectual critics, and its response to criticism in
some cases has been so hostile and vengeful, that an attitude of hospitality to
research and writing by independent and in some cases dissident voices will not be
easy to create. But if it were done, the results on the whole could be stimulating and
constructive.

4. Some privately financed centers which offer limited programs of training and
technical assistance to staff members of nonprofit organizations already exist. The
Conference Board offers such service in the field of corporate philanthropy; the
Council on Foundations does the same for various kinds of foundations; and in
fields ranging from hospital administration to museum management similar efforts
of varying scale and duration have been launched. It appears that a good number of
these are fragmentary, temporary, and generally under-financed.

They need more secure and adequate funding. Some possibly need to be
consolidated. And an overall plan should be developed to ensure that an adequate
network of permanent, good quality centers is developed where officers of all
categories of nonprofit institutions can get training and advice on management
matters generally, including the improvement of budgeting, personnel, purchasing,
and fund-raising practices.

The Need for More Resources

The private nonprofit sector faces not one but a combination of resource
problems. Compared to the scale of government programs it is, of course, in a
relatively minor and rapidly shrinking position. The flow of private giving in
absolute dollar amounts is barely holding its own and if discounted for inflation, is
declining. The pools of private "social capital" represented by foundation portfolios
and other institutional endowments are rapidly drying up under the impact of the
slump in stock market prices and the discouragement to the creation of new
foundations that has resulted from passage of the 1969 Tax Reform Act.

If the present situation is stringent, the future is quite possibly going to be more
so, even though the fragmentary and uneven data available for most categories of
Third Sector institutions make it impossible to project with any degree of precision
the_magnitude and growth of their financial needs over time. Judgments vary
widely about the total dollar requirements and also about the probable distribution
of future dollar flows between public and private sources.

But certainly the general proposition is undeniable that the viability of the Third
Sector as an instrument of societal pluralism turns not only on receiving sufficient
and stable total levels of income but also upon the availability of some adequate
minimum of private funding. Without this critical percentage of voluntary support,
nonprofit groups run the risk of becoming merely compliant arms of the State.
Precisely where that "tipping point" may be, beyond which independence and
integrity are lost, varies for different categories of institutions and perhaps from
institution to institution. But it is our view that elements of the nonprofit sector
are today being driven extremely close to it.

Therefore, looking to the future, if the private sector generally is to maintain a
minimum "critical mass" in the processes of American life, there is need for action
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along both of two parallel courses: Strongly stimulating the flow of private giving;
and substantially increasing the flow of governmental funding to private agencies.

Stimulating Private Giving

Individual Giving

The dollar contributions of individual American citizens to the support of
nonprofit institutions constitute their major source of private finanacial assistance.
They represent in practice, the bulk, and, in principle, the indispensable element of
Third Sector sustenance. In 1974 some $25 billion was received from the collective
gifts of millions of Americans. But the habit of private giving has diminished over
the last decade and a half, whether as measured as a percentage (in constant dollars)
of the gross national product — from 1.9 percent in 1969 to 1.8 percent in 1974 —
or as a percentage of total personal income — from 1.97 percent in 1960 to 1.6
percent in 1972.13 Encouragingly, from 1973 to 1974 total individual contributions
rose some $1.7 billion for an increase of 7.4 percent; but this figure is still 3.6
percentage points below the approximately 11 percent cost-of-living increase in
1974. How to arrest this declining trend, how to surmout this failure of individual
giving to advance apace with national economic growth, personal income growth,
and the rate of inflation is a major strategic challenge to which those concerned
with the future state of nonprofit organizations must seriously address themselves.

In this connection, a most important contribution of the Filer Commission has
been the research it has commissioned on the complex motivational sources for
private charitable contributions in American society and on the giving patterns of
di f ferent socio-economic groups. The econometric models which have been
constructed with its support to demonstrate the possible consequences on various
donor groups and in turn on various categories of recipient institutions from given
hypothetical alterations in existing federal tax incentives, provide a more precise
basis than has ever existed before in formulating plans to stimulate greater private
giving — whether through new approaches to fund raising or through modification
of tax legislation.

Nonetheless, these advances constitute only a beginning. Despite the self-sure
assertions of some of the model builders and manipulators,14 there is much more
research and reflection left to do.

What is clear from the work of Martin Feldstein, Amy Taylor, and George Break
done for the Filer Commission are the following major points:

1. Several of the possible modifications of present tax incentives that have
recently been suggested, though they may have some economic or philosophical
merit, will result in a net reduction, not increase, in private charitable giving.is

2. Broadening present tax incentives can increase the level of charitable giving,
but only by a very limited amount. (In Break's analysis, extending the present
deduction to all taxpayers would result in only a $1.2 billion, or 7 percent

3. Only by shifting to a tax-credit approach can a major increase in the flow of
giving be accomplished: a 30 percent tax credit could increase giving by $2.3
billion, or 13 percent; a 50 percent credit could increase it by $12.8 billion, or 74
percent.17

But the econometric work accomplished thus far still leaves unanswered basic
questions such as the following, which may have to be dealt with through a
combinat ion of methodologies, not exclusive reliance on quantitative and
mathematical approaches:
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What would be the impact on charitable giving and on governmental revenues of
various 100 percent tax-credit alternatives?

What "package" of options can be devised (for example, optional 100 percent
tax credit plus modifications of present special incentives for wealthy taxpayers)
that may maximize the benefits to charity and ameliorate the negative effects on
government revenues and on particular categories of recipient charitable institutions?

How can the estimated impacts of the various options be further tested and
validated (for example, it is quite possible that a 100 percent tax credit could set
into motion dynamic processes of fund raising and of public response which as of
now are unpredictable but which could have immense effect in altering present
econometric estimates)?

But even if such complex questions are clarified, it will still not be possible to
formulate serious recommendations for major changes in tax policy for the benefit
of the Third Sector because as of now there does not exist the quantitative evidence
necessary to give even an approximate answer to the question of how much more
private giving is needed to restore its health and maintain its vigor — in overall
amount and by major categories of recipient institutions. Is a 50 percent increase in
the present level of giving enough, or too much? Is a 75 percent increase the goal
that should be set? Or a 100 percent increase? Or, over the next 10 years, a 200
percent increase?

All one can say today in answer to the question of the magnitude of the sector's
needs is "more." To be able to answer that fundamental question adequately, a very
great deal more data gathering and analysis needs to be undertaken.

Corporate Philanthropy

A source of private contributions secondary to individuals but still of importance
is corporate philanthropy. Over the past 35 years business contributions to charity
have risen from an annual total of $30 million to nearly $1 billion. As a percentage
of pre-tax income, corporate contributions overall have risen to an average of
roughly 1 percent; but it seems to have leveled off at that point for the past several
years.

Nonetheless, there is evidence to suggest that corporations may present a
considerably greater potential source of support for the private sector than has yet
been realized.

First, corporations would seem to have the financial ability to give more, since
there are wide discrepancies in practice within and between various industries and
size categories. Among major corporations, though the average contribution is near
1 percent of pre-tax income,a significant minority of large and profitable companies
fall far below the average and some take no deductions for contributions at all. By
contrast, among smaller corporations a significant minority give 5 percent of pre-tax
income, the present statutory ceiling for deducibility.18

Moreover, a recent survey by the Conference Board of 457 major U.S. corpora-
tion heads reflects growing support among them for the idea of corporate participa-
tion in philanthropy — and nine of ten believe that their corporations should do
more than the minimum and take a leadership role in public service activities.19 It
therefore seems possible that through a combination of actions by the private sector
itself and by certain changes in tax policy the level of corporate contributions might
be lifted over a period of a few years from the present level of $1 billion to perhaps
double, or conceivably, triple that sum.

The following are some of the most commonly mentioned possibilities for
changes in tax policy which would encourage greater corporate giving:
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1. More favorable treatment in the valuation of gifts from inventory. At present
such gifts are deductible at cost rather than at fair-market value. If the latter basis
were used, contributions of chemical and drug companies in particular might
significantly increase.

2. Lifting the present 5 percent ceiling on deducibility. Such a change would
not affect the majority of corporations, whose contributions are at a much lower
level. But the ceiling does exert a restrictive effect on some companies, and it is
difficult to see what public purpose is served by its existence, particularly if the
valuation of gifts from inventory is kept on a cost basis.

3. Making special provision, for certain classes of corporations with special tax
problems. For example, public utilities are not allowed in some cases to treat
contributions as allowable expenses for purposes of rate making. Such rules could
be changed, particularly by state rather than federal action. Likewise, certain life
insurance companies are taxed under separate provisions that do not provide a
reduction of tax for charitable contributions. Congressional action could provide for
tax incentives to them equivalent to that given other corporations.

4. Increasing the value of deductions for contributions by corporations not
subject to the 48 percent tax rate. Corporations with $25,000 or less of earnings,
because they are taxed at a lower rate than larger corporations, in effect are given a
smaller tax inducement for charitable contributions. To eliminate this form of
discrimination against them, charitable contributions could be made deductible at
the 48 percent rate for all corporations by congressional action.

5. Establishing a contributions floor. Since the level of corporate contributions
appears to have stagnated at the 1 percent of pre-tax income level and because a
good many corporations set the level of their contributions at what they consider to
be the "norm" for their industry, some corporate leaders have suggested that if a
1.5 percent or 2 percent floor were established for the deductibility of contribu-
tions, many companies would promptly raise their giving to that level. On the other
hand, other corporate leaders feel that, particularly in the present period of poor
profits, such a floor would reduce rather than raise the total of corporate contribu-
tions.

6. Enacting a tax credit. Instead of deductibility, which (for larger corporations)
reduces taxes by 48 cents for each dollar contributed, a portion of total contribu-
tions could be allowed as a credit against tax — dollar for dollar possibly, or at
some figure intermediate between 48 cents and one dollar for each dollar contribu-
tion.

7. Imposing a new 2 percent surtax on corporate income from which payment
would be forgiven on a dollar-for-dollar basis for charitable gifts up to that level.
For any corporation giving more than 2 percent of its pre-tax profit up to the 5
percent ceiling, such gifts would be deductible on the present basis.

Which of these possibilities might effectively and equitably increase corporate
contributions cannot be determined without more careful evaluation. But because of
the magnitude of additional resources for the private sector that might be generated,
such systematic examination is much needed.

At the present time, a small group of leading corporate executives is considering
the possibility of organizing a new "Bicentennial Fund" to which they hope to
persuade American corporations to give at least several hundreds of millions of
dollars in the coming five years, over and above the present level of their contribu-
tions, for the purpose of creating a major new source of private capital gifts. If this
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important initiative gets under way, a second worthwhile task of equal potentiality
for the organizing group might be to turn its attention to the development of a
range of new policy proposals aimed at realizing more fully the considerable
potentiality of corporate giving as a source of permanent support for the Third
Sector generally.

Generating Greater Government Support

Even if one accepts an optimistic forecast of the trend of charitable contribu-
tions — from individuals, corporations, and foundations — the significant budget
shortfalls now being differentially experienced among nonprofit agencies are likely
to be only marginally reduced. Therefore, in parallel with the effort to expand
private giving substantially, there must be achieved a massive and sustained increase
in the flow of governmental funding into private-sector institutions. The reports of
the Carnegie Council on Policy Studies in Higher Education and the recent Ford
Foundation study of a sample of cultural institutions provide a partial portrait of
the monetary targets that must be reached — mainly from government sources — in
order to maintain the nonprofit sector in its already lessened role in most fields of
endeavor.

To achieve the objectives of universal access to higher education by the year
2000 for all those who wish to enroll and to assure the diversity of American
colleges and universities between publicly and privately sponsored institutions, the
Carnegie Council on Higher Education recommends a program of student loans and
grants and institutional subsidies to colleges and universities that would increase the
annual total cost to all levels of government (which in 1974 was $4,580,000,000)
by some 4 billion constant dollars by 1980 and approximately 14.5 billion constant
dollars by the year 2000.20 What share of this projected rise in government
expenditures for higher education will be directed to private institutions is not
entirely clear because the council does not consistently divide its figures on the
basis of the sectoral identity of the ultimate organizational fund recipients. But, as a
rough indicator, it is probably fair to state that from one fifth to one quarter of the
above projected cost escalation would probably find its way into private colleges
and universities. More particularly, the council's suggestion for a major immediate
expansion of "tuition equalization grants," designed to narrow the widening cost
disparity between attendance at public and private institutions of higher learning
and thereby arrest the trend in the enrollment decline of the latter (which moved
from 30 to 22 percent of total university registrants between 1967 and 1974),
would alone cost federal, state, and local governments an additional $1,125,000,000
(1974 dollars) in the academic year 1979-1980.

In the cultural field, The Ford Foundation has recently issued a study of the
future financial needs of 166 leading resident theaters, operas, symphonies, ballets
and modern dance companies.21 Assuming both that the earnings of these organiza-
tions would grow at the same rate as was true for the period 1965-1971 and that
the rate of inflation would average 7 percent per year, the total 1970-1971 deficit
of these institutions, some $62 million, would increase to $335 million by
1980-1981. Based upon these "optimistic speculations," the Ford study estimates
that both a seven teen-fold increase in government support and a quadrupling of
private contributions over the decade 1970-1980 will be needed for them simply to
maintain their 1970-1971 financial position. In absolute numbers, government grants
of $8 million in 1970-1971 to these 166 performing arts institutions would need to
jump to $133 million to meet the public share of the effort to achieve financial
stability.

Comparable examinations of the prospective financial needs of hospitals, social
welfare agencies, and independent scientific research facilities are not now available.
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But it seems entirely possible that in overall terms, government funding to the
nonprofit sector over the next two decades will have to quadruple or quintuple if a
severe contraction of the number of voluntary agencies and their total service
capacity is to be avoided.

As a practical matter, the tremendous increase in the flow of government funding
that will be required to meet the maintenance needs of nonprofit institutions has to
emanate from two sources — an expansion in the volume of direct supportive and
rescue grants; and a greater diversion of research, training, and operating funds from
government-owned-and-operated facilities to the Third Sector via purchase-of-service
contracts. One of the first and most important tasks of the White House Advisory
Commission and/or the special presidential assistant for the Third Sector
recommended in this study should be to review carefully all of the present programs
and activities of federal agencies in fields of health, education, welfare, science and
foreign assistance to identify those that could equally well or better be shifted from
direct governmental administration to private agencies through the grant or contract
arrangements.

For private nonprofit institutions to receive such significant resource increments,
they and their supporters will have to win them in what promises to be an
increasingly intense competition for government resources from the many rival
claimants — labor, business, the military, agriculture, and the rest — who will
forcefully articulate their interests and demands in a variety of public forums. And
that competition will of course be conducted principally through political, primarily
legislative, processes.

Such efforts to force a major reallocation of resources from public to private
control will also have to be directed to the bureaucratic level. That task will not be
easy to accomplish. Official departments and bureaus will cling tenaciously to their
direct administration of programs. One of many examples of this bureaucratic
capacity to oppose successfully efforts to hand over funds and a degree of program
control to private agencies was the Agency for International Development's negative
reaction to the recommendations of the Gardner Report of 1964 to this effect.
Despite the quality and prestige of the committee and the strong rhetorical backing
its recommendations received from the highest officials of the executive branch,
little if any change in the proportion of AID's work carried out through nonprofit
institutional channels was effected.

Resistance to resource shifts in order to retain control will not be confined to
the executive branch. Some legislators too are wary of delegating the implementa-
tion of public purposes to private groups. They perceive this shift away from direct
government operations as a weakening of their control over the programs funded.

For the private sector and the perspective and interests that it represents to
prevail in this contest for resources from government, a minimum requirement, as
has been argued repeatedly in this paper, is a much more adequate data base, a
much firmer underpinning of analysis and conceptualization to buttress its argu-
ments, and a much better record of having put its own house in order.

In addition, there must go forward a major effort of activating, organizing, and
coordinating the battalions of actual and potential supporters of the private sector
cause and the pluralistic philosophy it embodies. Citizens inclined to be sympathetic
have never been sufficiently informed or mobilized to carry much political weight.
But, in theory, they remain a great potential force, in both numbers and influence,
to wit, members of American church groups, supporters of private secondary and
higher education, many in the ranks of science and medicine, large elements of the
intellectual and cultural communities, and substantial segments of the mass media.

Though few in number, there are examples of nonprofit elements that have
learned the importance of intercommunication, organization, and sustained involve-
ment in the political system as prerequisites to attaining public subsidies at desired
levels. In New York State, both large cultural institutions and small community arts
groups recently joined forces to forge a strong coalition, called Concerned Citizens
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for the Arts. Armed with empirical data derived from considerable research, they
were prepared to argue for the enhanced support of the arts on the grounds of its
economic as well as of its aesthetic and social value to New York State. By pointing
to the fact that the arts constitute a major state industry with a payroll of over
$100 million and that other major businesses - from parking lots to hotels to
restaurants — were in large measure dependent upon the patronage that growing
audiences for cultural attractions of all kinds provide, they were able to develop a
sound brief shaped intentionally to appeal to considerations that practicing
politicians are inclined to accept. An unprecedented flow of letters, phone calls, and
personal visits to state legislators was orchestrated to coincide with the scheduled
vote on an annual appropriation for the New York State Council on the Arts. In no
small measure due to this energetic and thorough research and lobbying effort, $34
million was finally allocated for the fiscal year 1974, and New York retained what
is by far the highest level of state funding for the arts in America.

The Need to Broaden Public Support and Participation

If the flow of funding into and through the private sector is to be increased
significantly — both through increased individual giving and through rechanneling
some major volume of government funding — major shifts in national policies are
implied. And if these are to be brought about, the Third Sector will not only have
to activate its sympathizers but also convert some of the disinterested and the
skeptics, of whom there are many.

The persistence of the practice of private giving in the United States is quite
extraordinary in the face of the neglect, even the discouragement, that wittingly or
unwittingly has been one of the major characteristics of public policy toward it.
Twenty-three million taxpayers itemize deductions of charitable gifts each year and
additional tens of millions give who take the standard, unitemized deduction. Some
60,000,000 or more directly participate in volunteer activity. But examined more
critically, the overall figures obscure some trends and qualitative aspects that are less
encouraging. Giving is most practiced by the wealthy and by the lower-income
groups; the middle sags. The old are more inclined to volunteer than the young.
Church members are more supportive of the principle of private giving than
non-church members, but religious belief and practice is in decline. In a society of
increasingly higher levels of educational attainment, support for voluntarism does
not appear to be correlated with educational achievement and there are indications
that the opposite may be the case.

Thus the popular base of support for the Third Sector may be broad but, among
its more traditional elements at least, it is decaying. In political terms, it has tended
to be both parochial and inert. Its supporters and participants, though numerous,
are unassembled. Except for their concern for specific organizations or activities,
they have remained largely passive and indifferent to the fate of the private,
voluntary sector as a whole.

On the other hand, at least three major segments of the American population can
be identified whose attitude toward private philanthropy and the Third Sector
ranges from skepticism to hostility. These are, first, blue-collar workers and their
trade union leaders. In the hearings on the 1969 Tax Reform Act the testimony of
their spokesmen was generally negative toward the notion of private philanthropy as
it has functioned and toward the tax privileges on which it is based. In large part
the organized industrial working class sees it as a rather old-fashioned and
inadequate — if not a down-right objectionable — approach to easing the problems
that are of greatest concern to them, namely jobs, housing, health, welfare services,
and educational opportunities for their children. They are inclined to look to
government, not the private nonprofit sector, as the more responsive and effective



1057

instrumentality to deal with their needs as they see them. (In the past, the attitude
of labor toward philanthropy has reflected a generalized suspicion of the corporate
origins and connections of most foundations. Also, since labor has been virtually
excluded from participation in the governance of private foundations and from
receiving their grants, there has never been much interest in philanthropy nor any
strong conviction about its social usefulness on the part of the union movement.
But in the past few years, labor has begun to shift into active opposition. This
results in part from its growing concern with the inequities of the tax system. In
certain cases it also reflects the resentment of some major trade union figures who
see a strong connection between foundation staffs and black militants, which in
their view is an anti-worker and anti-union affiliation. Albert Shanker, the head of
the United Federation of Teachers in New York, was particularly outraged by the
grants of The Ford Foundation in relation to school decentralization in that city in
the late 1960s.)

The second major group whose leadership has been openly critical of philan-
thropy is that whole underclass for whom George Wallace has great appeal. It
includes heterogeneous elements ranging from poor whites in the rural areas to some
elderly to various ethnic and minority groups. A common view among this large
element is that they have not only been ignored but are moreover the objects of the
ruling elite's disdain. From their perspective, philanthropy is simply an instrumen-
tality of the elite for the elite; it is seen as neither relevant nor accessible to them
in alleviating the problems that are of greatest concern in their lives. And because
they feel that as it operates, philanthropy has a strong class bias against their kind
of people, their antagonism toward it is in many cases militantly resentful.

The third major grouping of skeptics toward philanthropy and the Third Sector
is that activist vanguard of consumerists, environmentalists, civil rightists, women's
rightists — the SAM — who have deeply shaken our society in recent years. The
SAM, though themselves part of the Third Sector, have been critical of the elitism
of philanthropic and other Third Sector institutions.

In the view of many of these generally well-educated, sosphisticated, and
politically minded individuals, philanthropy and the nonprofit sector is regarded not
as a pluralistic but a preferential factor, one that benefits primarily a small group of
donors and in turn a certain limited group of beneficiaries. They consider the Third
Sector as it now operates as being on the whole a denial of their notions of equity,
democratic participation, and accountability.

Thus the reasons for non-support of the Third Sector among these elements are
varied — from pragmatic to emotional to philosophical. The net effect in political
terms is to leave it increasingly isolated and vulnerable. Unless practical steps are
taken to improve its performance and to broaden its base of public understanding
and participation, it is difficult to see how it can long survive as a societal sector of
any consequence. Indeed, it could become little more than the vermiform appendix
of the American Way. Self-reform is the first requirement. (The list of what needs
to be done — for the Third Sector to shed its image of elitism, to reorder its
priorities, to improve its governance structures to make them more representative,
to revise its programs to make them more responsive to new demands, and to
develop new procedures to insure greater access and accountability — is long and by
now rather familiar. Since the Donee Group of the Filer Commission under the
leadership of Ted Jacobs addressed itself to these problems, we felt it would be
redundant to treat them in detail in this document.)

A second requirement is for changes in public policy to assist and encourage
wider public participation in private voluntary organizations and in practice of
private giving. These range from a reversal of current federal policy under the New
Federalism doctrine to downgrade citizen involvement in all federal programs and to
cut off direct assistance to citizen groups of various kinds to changes in tax policy.

In the view of the present writers the single most important and politically
feasible change in tax legislation which should be seriously studied is to tear down
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the wall of discrimination against the participation of at least four fifths of
American taxpayers in the practice of private giving which we have allowed to be
erected. That wall is the existing discriminatory system of so-called "tax incentives."

The present system has some practical virtues, of course, in that it helps
stimulate the present level and patterns of private giving to charity. But relative to
the needs of the Third Sector it is at best inadequate. Many great categories of
institutions are in poverty and stagnation as a result. And at worst the system
degrades the very idea of private giving for public purposes; it makes one of the
noblest of human and social virtues increasingly an object of public cynicism and
derision. As they are now constructed these incentives provide no real inducement
for at least three quarters of the American taxpayers, and they can be exploited for
the selfish advantage of the remainder.

They contain four built-in and reinforcing inequities:

1. As they are structured, the incentives have the effect on the basis of present
tax rates of giving a government subsidy of 14 percent to the charitable gifts of the
taxpayer in the lowest bracket and of 70 percent to those of a taxpayer in the
highest bracket. They are in this sense regressive, not progressive.

2. They, moreover, double this bias in favor of the rich by the way in which
unearned income — that is, capital gains — is treated. In general terms, a wealthy
person by making his contributions in the form of appreciated property or securities
can often make his gift at little or no net cost to himself, whereas the average
person, whose income is in the form of salary or wages, has no such possibility.

3. Whatever little inducement the system offers the person of low or medium
income is nullified by the "standard deduction," which in effect says to him, " i t
makes no difference whether you actually give anything to charity; you get the
standard deduction anyway."

4. Finally, the whole system is upside down and backwards because it ignores
the fundamental fact that a poor man's gift to charity involves more of a sacrifice
in the real sense of that term than that of a rich man. Yet the inducements to give
are focused on the man or woman for whom giving presents no real deprivation of
basic requirements for himself or his family.

It is little wonder, then, that a good many Americans, laboring under increasingly
heavy and unfair tax burdens, regard these inducements as merely another
"loophole," another scheme for the rich to avoid their fair share of taxes. And it is
remarkable, as well as a most encouraging evidence of the strong charitable inclina-
tion of so many Americans, that large numbers of them, including many of very
low income, continue to contribute to many causes and institutions despite the
irrelevance of present tax incentives to them.

Any adequate formula for reforming the present arrangements must satisfy the
following five criteria:

1. It must meet the issue of equity head-on — and make it as painless for a poor
man to give to charity as a rich man;

2. It must offer a sufficiently powerful attraction to draw millions more
taxpayers — from every age, ethnic, and socio-economic group — into the practice
of charitable giving;

3. It must thereby generate a substantial increase in annual private giving — an
increase at least on the order of 25 percent over present levels;
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4. It should produce an increase in resources to the private sector at least
equivalent to the resources diverted from government revenues;

5. It must not jeopardize the continued existence of those very important
cultural, educational, and scientific institutions which are particularly dependent on
the gifts of wealthy taxpayers.

This is obviously a difficult prescription to fi l l. But there is considerable reason
and some evidence to believe that the following specific possibility might largely
meet the requirements:

That every taxpayer be offered, as an additional option under the Revenue Code,
the right to make a direct deduction from his federal tax bill of $X per year ($2X
on a joint tax return) on presentation of documentation that he or she has in fact
given that much or more to a bona fide charity. (What the dollar limit of such a tax
credit should be can be determined only after more information is available on the
total increase in private giving which is needed to ensure the overall strength and
position of the private sector and after further study has been made of the probable
impacts of a tax credit on levels of giving and on government revenues.)

This tax credit proposal does not eliminate the present special incentives in the
tax system for the rich, but it provides an additional option available to all
taxpayers. The justification for paralleling rather than replacing the present
inequitable incentives is a practical and not theoretical one, namely that the large
contributions of wealthy taxpayers to charity provide an important pace-setting and
leadership function in fund-raising drives which if abruptly eliminated would be
seriously damaging to important categories of institutions.

The proposed formula would appear to satisfy the equity issue — at least to a
limit of $X — for every taxpayer. It would not, however, offer those too poor to be
taxpayers the opportunity to be philanthropists. But this is a limitation that perhaps
many would regard as not fatal.

Such a limited 100 percent tax credit, by making a taxpayer's gifts up to that
level "cost free," should in theory be a powerful inducement to taxpayers of all
income levels to give to charity. And if a high proportion of them did so, the net
gain in resources for the Third Sector could reach many billions of dollars. But
without more careful study and perhaps some actual experimentation just how
many new givers and how much of an increase in giving might result cannot be
definitely predicted. To judge from the rather limited taxpayer response to the
small credit now offered for political contribution, the impact might be limited.
But, for several reasons, that may not be a relevant precedent; and in any event
what might happen once nonprofit organizations of all kinds energize their fund-
raising efforts to take advantage of this great new possible bonanza could be
enormous.

Likewise, it is difficult to estimate precisely what the net loss in government
revenues and the net gain to charity from such a changeover might be. But even if
the decline in government revenue should be greater than the gains to charity — and
this cannot be assumed — the "efficiency" of a tax credit is not to be measured
purely in such arithmetic terms. Other important non-monetary social benefits may
result — as will be argued later — which might more than compensate for the
"inefficiency" of such a measure. Moreover, if there are those who might object to
a tax-credit approach on the grounds that it is unlikely to produce great increases in
resources for charity, there are others who would oppose
would be too effective in the sense of producing a major reduction in governmental
revenues. At a time when government budgetary deficits
great concern, this argument can be expected to have considerable weight. But the
answer to it has to be given in terms even more fundamental than fiscal policy.
Ultimately, the wisdom or unwisdom of reducing government revenues at this time

it on the grounds that it

are already a matter of
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and thereby further unbalancing the budget turns on the issue of what kind of a
society we propose to try to maintain. If a private, pluralistic sector is essential to
safeguarding fundamental values, then the resources necessary for its preservation
have to be given priority over other claims, even over other very important claims.

But assuming that the introduction of this kind of tax credit could reasonably
satisfy the criteria stipulated, what might be some of the broader social benefits
that could result?

First, some degree of public confidence in the reasonableness and fairness of at
least one aspect of the tax system might be restored. Second, the resulting
democratization in the sources of charitable giving would be at least as important as
the sheer increase in the volume of giving. The principle and the practice of
personal contribution to nonprofit agencies and activities would receive significant
stimulus among all elements of the population — ethnic groups, blue-collar workers,
the young, and the special minorities in our society interested in everything from
the improvement of playgrounds and the administration of justice to wildlife
protection and civil liberties. These changes would make it as easy for the average
taxpayer in the future, as it has been for the wealthy person until now, to give
something to his college, church, or local hospital. It would, for the first time, make
it realistically possible for the poor and the people of the ghettos to give real
financial support to their own community organizations, which has some relevance
to self-respect, dignity, self-responsibility, and social harmony. It would make it
possible for young people with modest incomes to contribute to the YMCA, or
Nader ism, or Care, or whatever civic cause or institution that inspires them, which
has some relevance to the problems of alienation and cynicism as well as to the
prospects for social change. It would provide a significant and probably constitu-
tional way for those interested in the survival of parochial schools to give tax-
deductible help to them, which has some relevance to the problems of building
strong political support for legislative passage of such a proposal.

For those whose primary concern is the reduction of government deficits, this
kind of proposal of course represents a threat. For i t does constitute a new and
more fundamental approach to the much-discussed matter of "revenue sharing."
That idea as it has commonly been put forth involves only the redistribution of
government revenue among the various levels of government. The kind of revenue
sharing contemplated here envisages rather a redistribution of resources between the
governmental sector and the private nonprofit sector, at least to an amount of a few
billion dollars. This "diversion" of revenue from the funds available for use by
governmental agencies will not of course be helpful in balancing governmental
budgets. But from the viewpoint of those who are seriously concerned about the
decline and degeneration of the Third Sector in American life, the public policy
choice involved here goes beyond budget balancing to a consideration of the very
nature of the kind of society — more pluralistic or more monolithic — we hope to
preserve.

(It is a serious fallacy to consider, as some econometricians do, that the
"efficiency" of any tax-incentive arrangement is to be measured purely in monetary
and bookkeeping terms: that is, that an incentive is "efficient" if the amount by
which it increases the flow of private charitable giving exceeds the amount of
reduction it imposes on government income. Likewise it is "inefficient" if the
increase in private giving is less than the resultant decrease in government income.

This may be a defensible, if narrow, economic approach. But it is hardly
contestible that the "efficiency" of a reform in tax incentives could be — and in the
opinion of these writers should be — defined in broader and more basic terms.
From this viewpoint, the "efficiency" of a tax incentive proposal for private giving
is to be evaluated not only in terms of its impact on the flow of charitable giving
and on government revenues but also in terms of its impact on public confidence in
the equity of the tax system as a whole and its effects on the degree of alienation
or involvement and participation of significant population segments in the construc-
tive activities of the society.
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Granted these non-monetary, non-bookkeeping considerations are extremely
difficult to measure, if they are not essentially unmeasurable. But there are
nevertheless real considerations which must somehow be weighed and given credence
if wise and not merely technocratic or arithmetic guidance is to be given to the
course of public policy.)

This particular suggestion of a limited 100 percent tax credit as an option to all
taxpayers can be evaluated only by giving thought to such questions as these: How
urgent in ethical and human welfare terms, and how dangerous in terms of the
stability and cohesion of the United States, is the fact of widespread poverty,
alienation and despair in the spreading black ghettos of our major metropolitan
centers? How contributory to the sense of frustration, helplessness, and anomie of
the residents of those tragic neighborhoods is the fact that they have not been in a
position financially to support their own private voluntary organizations and
institutions but rather are dependent on benefactions of wealthier outsiders? And
what difference might it make in their own sense of dignity, responsibility, and
positive involvement in their community life if through a tax-credit arrangement
they were able to make their own contributions to support the charitable, cultural,
health, welfare, and educational institutions in their own immediate environment?

For in weighing the need to strengthen the private pluralistic element in our
society we are ultimately considering some of the most profound psychological,
social, political and ideological issues of our times. We necessarily are considering
the nature of man, the nature of society, and the relation of man to his society and
to the State. We are necessarily considering the impacts of modern, urban,
industrial, technological society on human welfare. We are necessarily considering
the great issues of what kind of governmental and social structures and procedures
are most adequate and appropriate in satisfying not only the material and physical
needs of our population but also their psychological, ethical, and spiritual require-
ments.

At this level of philosophical analysis, nothing could be more obvious than the
fact that the huge and advanced society such as that of the United States is at
present subjected to powerful and simultaneous forces of change and adaptation,
that it is under excruciating stress, and that the social and human symptoms are on
every hand. Moreover, it is clear that in attempting to understand and cope with
comtemporary problems we are all caught in contradictory philosophical and
ideological confusions, and unless contradictions can somehow be reconciled or
resolved, the "base," so to speak, of the private sector cannot fully be revitalized
and reinforced.

Some Reasons for Hope

However unimpressive it may be in some of its institutional manifestations, the
American tradition of voluntarism and pluralism nonetheless has deep, vigorous,
living roots. The vitality of that tradition is sustained by and reflected in the
intellectual and ideological currents in contemporary life. These are by no means
uniform, indeed they are swirling and contradictory; but, from the point of view of
those devoted to ideas of diversity and democracy, they are on balance quite
hopeful.

On the one hand, the immense power of the ideas and motivations underlying
the growth of central state power in many nations of the world, including the
United States, for the past century is by no means spent. And it is obvious that the
employment of federal power in this country as elsewhere has been associated with
some resplendent achievements in liberty, welfare, and equity. Federal government
power, not that of local or state power, brought about the abolition of slavery and
then, in the course of time, increased civil rights for Black and other minorities. It
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was the utilization of federal power that imposed restraints on the excesses of those
who used to be called the "malefactors of great wealth." In the 1930s out of the
disaster of the Great Depression came a whole range of new federal programs to
stimulate the economy, to provide social insurance for the aged, to strengthen the
bargaining positon of trade unions, to rehabilitate the nation's agriculture^and
generally to intervene in the market system in behalf of weak and disadvantaged
elements. In the period since the Second World War and down to the present,
employment of federal power in behalf of a wider and wider range of egalitarian
objectives and as a guiding corrective factor in the imperfect functioning of the
market economy has continued almost unabated. Many Americans deeply believe
that in a modern, democratic society such employment of central government
power is both legitimate and necessary. And many believe further that in view of
the continued wide disparities in wealth, influence, and dignity in our society that
the instrumentalities of central government still represent the best hope of achieving
some greater degree of social justice, stability, and cohesion.

On the other hand, as the so-called Welfare State has progressed, the side effects
and implications of that expansion have begun to stir growing concern in many
quarters. Time was when opposition to it was largely confined to economic
conservatives, racists, and social traditionalists. But to that dwindling band has now
been added strong infusions from the counter-culture, radicals of the New Left,
militant libertarians, New Conservatives, and miscellaneous others of all age groups
concerned by the inhuman scale and unresponsiveness of great bureaucracies,
whether corporate or governmental, the unaccountability of vast centralized mech-
anisms, whether public or private, and the positive importance of reestablishing
effective citizen participating in the control over the various programs and institu-
tions which dominate their lives.

Thus, an eminent humanist like Robert A. Nisbet writes: "What we have
witnessed. . . in every Western country, and not least in the United States, is the
almost incessant growth in power over the lives of human beings — power that is
basically the result of a gradual disappearance of all the intermediate institutions
which coming from the predemocratic past, served for a long time to check the
kind of authority that almost from the beginning sprang from the new legislative
bodies and executives in the modern democracies. . . What has in fact happened
during the past half century is that the bulk of power in our society, as it affects
our intellectual, economic, social, and cultural existences, has become largely
invisible, a function of the vast infragovernment composed of bureaucracies,
commissions, agencies, and departments in a myriad of areas.. . The greatest single
revolution of the last century in the political sphere has been the transfer of
effective power over human lives from the constitutionally visible offices of govern-
ment, the nominally sovereign offices, to the vast network that has been brought
into being in the name of protection of the people from their exploiters."22

From the New Left, the Institute for Policy Studies of Washington, D.C., in its
report on the first decade of its activity23 recounts that it was formed by a group
of men who had come to Washington between 1958 and 1962 "to work in or on
the edges of government. They had come to Washington believing that the American
governing process was mostly responsive to public pressure and public needs; they
found that the government was chiefly responsible to institutional interests that
were divorced from public need. They wondered whether the major institutions of
American life had not become inimical to the life and safety of the public." As a
result, one of the premises around which their action has been focused is that
"government had become unresponsive and destructive in large part because all fresh
political ideas and moral truths were smothered in the bureaucratic process.. . By
1972 most of the Fellows had concluded from their work that a concentration of
vast power in the hands of a few had become typical of the American policy,
economy, and culture, and that the structures of racism and militarism, the ex-
hausting work place and the exhausted family, the mandarin university and
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bureaucratized religion, deforested and depeopled Appalachia and devastated
Vietnam were results of this concentration of power. . . On the other hand most of
the Fellows developed an analysis that saw decentralization of power and workable
communities governed by full democratic participation as a necessary part of any
life-enhancing future. This was an impulse shared by many scholars and activists all
over the United States. In their various arenas of research and social invention most
of the Fellows began more clearly to focus on community-oriented alternatives
(rather than, say, centralized socialism, the corporate state, or liassez-faire individ-
ualism) that might emerge from the present situation."24

From the other end of the political spectrum, Irving Kristol, one of the New
Conservatives, is a sharp critic of what he calls "The New Class" — the scientists,
teachers, educational administrators, journalists and others in the communications
industries, psychologists, social workers, lawyers, and doctors who make their
careers in the expanding public sector, city planners, foundation staffers, the upper
levels of the government bureaucracy, and so forth. In his opinion they are gaining
crucial influence in American society and their objective is nothing less than to gain
"the power to shape our civilization — a power which in a capitalist system is
supposed to reside in the free market. The 'new class' wants to see much of this
power redistributed to government, where they will then have a major say in how it
is exercised."

But he concludes as follows: "Not that the situation is hopeless — it's just that
one has to recognize the limited range of the possible. It is possible, I think, at least
to preserve a substantial and vigorous private sector — not only a business sector,
but also a non-governmental not-for-profit sector — in the United States. This can
happen,.. . because of the profound appeal of individual liberty to all Americans,
and because of the equally profound distrust of big government by all Americans.
In this appeal and this distrust even members of the 'new class' share, to one degree
or another. It is our good fortune that they are not doctrinaire socialists, as in
Britain, even if they sometimes look and sound like i t . "2 5

A view from still another perspective, but in fundamental harmony with these
other expressions, is that of the eminent young astronomer, Carl Sagan of Cornell
University. In his words, "To use a biological analogy, which is often dangerous but
sometimes pertinent, our society at present is subjected to multiple and
simultaneous transformations and demands upon it — technological, social, ideologi-
cal, international. Any organism caught in such a situation must either adapt or
disappear. And the inbuilt mechanism of experimentation and adaption which our
society possesses is its multiplicity and pluralism. That quality is not only a tradi-
tional virtue; it has become the indispensible instrumentality of our social
survival."26

Thus, whether one looks at the tenor of the significant new philosophical state-
ments emerging from our leading thinkers of diverse points of view or whether one
observes the multiplicity and intensity of social movements and organizations of all
kinds throughout the country demanding institutional accountability, responsiveness,
citizen participation, and decentralization of controls, it is unmistakable that widely
felt human concerns are expressing themselves.

It is quite possibly true that the reconciliation of the apparently contradictory
tendencies between proponents of the Welfare State and advocates of the New
Humanism is the crucial philosophical and political issue of our times. But in their
ethical and social objectives, they seem to have more in common than they yet
recognize — and in this there is great reason for hope that pluralistic values will not
be lost.
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IV

THE NEED TO CREATE A NEW PUBLIC FOUNDATION FOR
THE PRIVATE NONPROFIT SECTOR

The provision of the 1969 Tax Reform Act imposing a 4 percent audit fee on
foundations has surely been the most roundly denounced feature of that controver-
sial piece of legislation, both by foundations and much of the rest of the nonprofit
community. But it may turn out to be — or can be shaped to become — a boon of
immense and permanent benefit to the strength of American pluralism.

Consider these factors:

1. The Third Sector is in a condition of serious and growing difficulty. The
search for solutions to its problems is impeded not only by ignorance but by the
traditional parochialism and extreme fragmentation of its various sub-groupings.

2. There is little that the Third Sector as a whole has ever been able to agree
upon or to act in concert upon, and perhaps least of all its need for research and
planning to try to redress the general decline taking place in its position and
influence. Nor have the major foundations been disposed to invest significant
resources in such research.

3. Yet there is not a major sector of American life that is so seriously in need of
a major and sustained program of data gathering, analysis, planning, public educa-
tion, and the systematic development of new actionable policy proposals. Unless
such a fund of knowledge and ideas is developed it is difficult to imagine that the
Third Sector can continue to be a vital element in American pluralism. But to
develop it, funding on the order of perhaps $10 million a year on a continuing basis
would be necessary.

4. If, in addition to research, offices of ombudsmen were created at federal,
state, and major metropolitan levels of government, as this paper has suggested, the
cost requirements of such an action program could well total another $10 million or
more per year. (If such ombudsmen offices were established, their budgets might,
of course, be provided by the various levels of government or by federal grants-in-
aid. But it may be recalled that one of the most effective innovations in the history
of American philanthropy was action of the Rockefeller General Education Board in
1912 to subsidize the appointment of special officials to work full time within state
departments of education throughout the South to improve schools and school
programs for Black children.)

5. It is unlikely in the extreme that the private sector can or would provide
financial support on any such scale. It is currently hard-pressed by many demands
on its shrinking resources; and its whole history is one of consistent unwillingness to
invest significant capital in studying its own needs and problems.

6. If what is so obviously necessary will not happen through private, voluntary
action, the alternative of government funding — despite its possible hazards and
inconveniences — surely deserves to be considered. Before the nonprofit sector tries
to mount an all-out drive to repeal or drastically reduce the 4 percent audit fee,
therefore, it might well pause to consider the possibility of utilizing a portion or all
of the "surplus" revenues being generated by the present fee which are not needed
for auditing and surveillance purposes to fund the kinds of research and planning
activities which have here been proposed. (The possibility of converting the present
fee into a levy not only on the foundations but on all nonprofit organizations is of
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course a separate question. But if that tack is taken then consideration should be
given to the setting of such a fee at a level which would support not only auditing
and surveillance by government but also the research and analytical needs of the
Third Sector generally.)

Throughout this paper a variety of major Third Sector research programs and
activities has been proposed for implementation. Among them are studying ways
and means to improve nonprofit institutional governance and management
performance; assembling basic data about the size of the private sector, the number
of individuals it employs, the economic value of its operations; measuring sectoral
financial needs over time; and comparing the efficacy of alternative methods of
government funding of nonprofit agencies. It is apparent that a suitable mechanism
for financing these and other projects needs to be invented.

We therefore suggest consideration of the possibility of establishing a new public
Foundation for the Private Nonprofit Sector — which would operate somewhat in
the fashion of the National Science Foundation or the National Endowment for the
Arts, with a mixed government-private board of trustees, with a small professional
staff, and with peer group review committees on grant applications. It might even
be desirable for the private sector itself to contribute some proportion of matching
funds to the new foundation's income each year, thereby reinforcing the position of
the private element in the foundation's policies and actions.

Funding for the new foundation would be provided principally or exclusively by
allocating to it the revenue obtained by the present (or some revised) audit fee over
and beyond the funds required by the Internal Revenue Service to carry out those
functions.

Since the audit fee produced nearly $75 million of revenue in 1973 and since
only one fourth of that — or $17 million — was needed for auditing and surveil-
lance costs, the fee might be cut in half. Then, of the $35 million to $40 million
which would be collected, half might be allocated for surveillance and auditing costs
and the other half transferred as an annual block grant to the proposed new public
foundation.

An additional reason for considering its creation is simply that it may well prove
politically impossible to reduce or repeal the present fee. In that event, there is then
an urgency about finding constructive use for the "surplus" revenues now being
collected. For if such uses are not found, the availability of these funds is an open
invitation either to simple bureaucratic expansion and wastefulness or, what could
be far worse, to the progressive expansion of surveillance activities into substantive
and program activities of private nonprofit institutions.

What would appear to be needed at this point is, first, the establishment on a
purely private basis of a temporary study group to weigh and analyze the alterna-
tives, to think through the complex policies and procedures by which such a
foundation might best operate, and to come forth with recommendations and an
operational blueprint. Following its report, there then may be needed, as a second
stage, the creation of a high-level and influential private action group to try to win
executive branch and congressional support for the plan developed.
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PUBLIC NEEDS, PUBLIC POLICY, AND PHILANTHROPY:
AN ANALYSIS OF THE BASIC ISSUES AND THEIR
TREATMENT BY THE COMMISSION ON PRIVATE

PHILANTHROPY AND PUBLIC NEEDS

Thomas R. Asher'

Introduction

Any examination of the role of private philanthropy in the complex, pluralistic
society which is present-day America is a formidable task. Indeed, if the question
were solely, "How can existing philanthropic institutions survive in this rapidly
changing society?" considerable study and analysis would be required before a
coherent answer could be framed. Yet the answer to that question and the studies
which gave rise to it would probably provide no one other than philanthropoids
with much useful information about how philanthropy and philanthropic institu-
tions should function. Accordingly, the Filer Commission from its inception
recognized that any socially meaningful study of private philanthropy must include
thorough analysis of the purposes of philanthropy, how the existing system is
fulfilling those purposes, and how philanthropy can and should meet those purposes
in the future, especially in light of the rapidly growing role of government in areas
that were once solely or primarily the domain of private philanthropy.

To indicate that the normative notion of purpose was integral to its task, the
Commission called itself the "Commission on Private Philanthropy and Public
Needs" — "public need" fulfillment being the a priori defined objective of private
philanthropic activity and resources. Clearly, then, defining "public needs" and
evaluating their importance vis-a-vis philanthropic activity would constitute one of
the Commission's major tasks, one which must be discharged before the role of
philanthropy could be properly evaluated; that is, it is not possible to determine
whether or how philanthropy is fulfilling its stated purpose — satisfying public
needs — until and unless public needs are first defined, analysed, and evaluated.

If Copernicus taught us anything, it is that failure to ask the right questions will
assuredly prevent the advancement of knowledge. The Filer Commission heeded this
conventional wisdom and defined "the basic issues... for study and analysis" to
include the difficult but essential questions of how public needs are defined, ranked
in importance, and met by government and private philanthropy:

• Should our society continue to encourage the formation and support of
private organizations and institutions as a major means of satisfying our
public needs?

• Would the fabric of American society be altered if government replaced the
private initiative and effort which traditionally defined and met our public
needs?

• What is the appropriate relationship between government and private
society in harnessing national resources of creative initiative, energy and
money to define and meet our public needs?

• Is the present system of private support providing adequate resources for
society's needs or should new sources be found? How can existing sources

'Executive Director, Study of Political Influence, Washington, D.C.
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be strengthened, perhaps through public support in the form of improved
tax incentives? Should the present trend toward increased governmental
support be encouraged?

• Are our society's resources devoted to satisfying community needs being
appropriately allocated among the many purposes, organizations, and
institutions which depend on private support?

• Is the federal tax system an effective and desirable means for encouraging
private donations? Should the present system be modified to achieve more
equity and tax rate progression?

• Are other means possible to encourage and supplement private support for
public needs in addition to, or in lieu of, the present tax system?

• How has private philanthropy adapted to changing issues and expectations
and to changes in the role of government?

• What is the nature and extent of non-financial philanthropy, such as
donated time by individuals and organizations and how is this related to
incentives for financial philanthropy?

In its two years and two million dollars of research and rhetoric, the Filer
Commission somehow opted out of the concededly difficult but essential
public-needs inquiry. The explanation for this decision is in a Commission staff
paper entitled "Current Commission Considerations": "The Commission has not
attempted to prepare a catalog or budget of the major public needs of American
society, nor to trace the serpentine wall between the appropriate activities of the
public sector and private voluntary sector, believing that it lacks the competence to
perform the analysis."

The Commission did not even attempt to define the meaning of "public needs."
Rather, it decided that philanthropic efforts and monies should be focused upon
those purposes and institutions which the Commission believes have traditionally
been the objects of philanthropic support and "most urgently need financial
assistance" today—"private colleges and universities, hospitals and cultural institu-
tions."1

In short, after eschewing on grounds of incompetence any meaningful analysis of
the purposes of philanthropy—public-need fulfillment—the Commission has baldly
determined that three public needs stand at the top of an otherwise undefined and
unexplained list. And, curiously, all of the Commission's research indicates that
these three areas are the public needs that attract support primarily from the very
rich. Thus the Commission concludes that the system of laws and tax incentives
that currently governs charitable giving in the United States must be preserved so
that the very wealthy can continue to support with governmentally subsidized
dollars their very favorite needs.

Without denigrating^ health care, education, and the arts as important public
needs, it is necessary to examine not only their importance but the significance of
the private institutions which the Commission views as its primary clients in
comparison with other public needs. Just to suggest some other important needs,
relegated to the back of the bus by the Commission, I refer to Franklin D.
Roosevelt's second innaugural address, which focused on "one-third of a nation,
ill-housed, ill-clad, ill-nourished." What of housing, clothing, and food? Are they not
public needs equally deserving of private philanthropic support? Surely the history
of Christian charity suggests that these indicia of poverty stand at least as high on
the philanthropic agenda as health care and education and probably higher than the
arts.
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Moreover, history is not traced by a straight line; and yesterday's priorities, at
least for one sector of society, may not be tomorrow's. The Commission would do
well to remember the words of one of its consultants, Robert J. Blendon, vice
president of the Robert Wood Johnson Foundation: "One of the difficulties in
assessing the functions of private philanthropy in America is that, in a changing
society, past experience may not be a reliable guide for interpreting correctly
current future needs." Dr. Blendon emphasized that changing patterns of govern-
mental and private financing of health care make the past role of philanthropy in
the medical area of little relevance to determining the needs of today and tomorrow
and how they can and should be met.

Similarly, rising citizen demands and expectations that the public sector foot the
bill for needs ranging from housing to hospitals, from education to employment,
and the ways in which the public sector is increasingly picking up the tab for these
needs, render the Commission's efforts to ratify the status quo totally unacceptable,
intellectually, politically, and morally. To say that private philanthropy should
continue to function with yesterday's agenda while overlooking today's shifting
needs and political realities, is to condemn a noble venture to the status of an
empty, reactionary exercise.

Accordingly, I will devote the remainder of this paper to outlining the social,
political, and economic trends which define public needs and determine how our
society is attempting to meet those needs and to exploring the alternative and most
desirable courses for private philanthropy to pursue in the future.

I, no less so than the Commission's members, have certain biases and value
judgments which color my analysis. Therefore, I will attempt to state my values up
front and then undertake what the Commission has totally finessed—an effort to
outline the meaning of public needs, the processes whereby our society determines
how and to what extent to meet those needs, and the contributions that private
philanthropy can and should make toward public-need fulfillment.

When asked to describe my occupation between 1969 and 1975, I said that I was
a public interest lawyer. For most of that period I was the director and sole
attorney employed by a charitably supported law firm in Washington, D.C., Media
Access Project. (The project has employed three lawyers since August 1974, and, as
public interest ventures go, achieved a level of sustained funding which marks it as a
moderately successful organization.) Also, from 1969 to 1974, I was president of
the ACLU of Maryland and a member of the ACLU's national board of directors. I
serve on the boards of several public interest research and advocacy organizations,
including the Council on Economic Priorities and the Center for Transportation
Alternatives. For 18 months beginning in September 1975, I will be directing a
foundation-and church-funded study of political influence at the federal level with
special focus on the role of citizen-based (that is, public interest) organizations.

While not active in partisan politics, I have a deep involvement in political
activity, primarily as an advocate for what, for want of a more precise term, can be
termed activist populism. I believe that concentrated wealth and political power go
hand in hand and that unless both are more evenly redistributed, social injustice will
persist, or be exacerbated, on many levels.

As a continuing beneficiary from organized philanthropy, especially foundations,
it is perhaps unseemly for me to question many of the value assumptions which
gave rise to and preserve modern philanthropic institutions. However, as
philanthropists through the ages have bemoaned, the objects of their charity often
reward them with scorn rather than gratitude. The following discussion will, it is
hoped, illumine some of the reasons for that phenomenon.
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PUBLIC NEEDS: AN OVERVIEW

In attempting to find a workable definition of the term "public needs" we must
grapple with difficult questions regarding the nature of this nation's political values
and processes. The Commission initially recognized this in formulating its list of
"basic issues" with a keen eye on the interrelationships between the philanthropic
and public sectors; indeed, the Commission stated its intention to launch "a
broad-range, in-depth study of philanthropy, its relationship to government and its
role in American society."

The growth of government as the primary vehicle for both defining and meeting
public needs, including those held dearest by the Commission—education, health
care, and culture—indicates that "public needs" is very much a political term. In
other words, individual needs which collectively convince government to work
toward their fulfillment is one possible definition of public needs. However, that
definition would not give adequate credit to those interests that are clamoring for
new, different, or increased public attention and support.

It is in regard to this latter constellation of individual needs—be they for better
housing, adequate income, basic nutritional requirements, health care, eradication of
racial or sexual discrimination, education, or other services— that philanthropy has
played the most significant role in our nation's complex political process. Unless I
read it wrongly, this is the thrust of the historical paper prepared for the
Commission by Robert H. Bremner,2 that philanthropic endeavors have been most
socially useful not when they simply dispense alms to those in need but when they
"goad" the public sector, the local, state, and federal governments, to meet
important individual needs and to implement programs to prevent the recurrence of
those needs.

In the last 15 years or so there has emerged a philanthropic movement, often
called "public interest" or "public advocacy," which seeks to organize broad,
non-commercially oriented citizen constituencies and advocate their interests in the
corridors of power. Its efforts have been to influence the nation's most powerful
institutions, basically governmental but also industrial and philanthropic, to respond
to those public needs perceived as important by weak minorities and diffuse
majorities of individual citizens who increasingly feel that voting does little or
nothing to protect many of their interests. While public interest organizations have
attracted a miniscule percentage of the philanthropic pie, their efforts have borne
significant results.3

The basic thesis I will attempt to develop is that efforts of this type, which I
generally refer to as "public interest" or "citizen empowerment" activities, should
be the prime beneficiaries of philanthropy and that to the extent America's
philanthropic energies and funds flow away from citizen empowerment and
continue primarily to provide services that often disproportionately benefit the rich
(who, not surprisingly, are the major beneficiaries of the tax laws which shape the
pattern of philanthropic giving), public needs will be neither defined nor met in a
democratic fashion.

Public disillusionment with the ways in which the country is run is largely
traceable to a widespread and growing concern that the institutions which govern
people's lives, governmental and private, are not responsive to the needs and wishes
of most people. Unless this perception, which I believe to be a reality, is reversed,
the consequences will be grave indeed. It is not hyperbolic to suggest that this
phenomenon is disturbing, if not menacing, to the stability of this nation's political,
social, and economic systems.

However, before coming down too hard on my conclusions, it is necessary first
to trace the evolution of this nation's current economic, political, and social values
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and the concomitantly evolving role of private philanthropy in shaping public values
and public needs.

II

THE EVOLUTION OF AMERICA'S EGALITARIAN VALUES

Kenneth J. Arrow, winner of the 1972 Nobel Prize in economics and James
Bryant Conant Professor at Harvard University, recently wrote that "the use of
taxing power to achieve a redistribution of income has been increasing over time in
a marked way. Popular support of this doctrine has also tended to increase, though
with much ebb and flow." Arrow argues "that a commitment to democratic values
strongly implies an ideal redistribution of income and wealth," and that "the scope
for redistribution, as manifest by progressive taxation extending into the negative
area of lower incomes, should be high on the agenda of those desiring the expansion
of democratic values."4

Arrow predicates his argument on the fact that "equality of the right to vote"
does not insure meaningful political egalitarianism; "political power is in practice
exercised by a small minority" because of "the translation into political power of
inequalities in other forms of power, especially, in the modern world, economic
power."

This notion of democratic egalitarianism, advanced by a moderate and eminent
social scientist, would have been blatant radicalism in the eyes of the founding
fathers, who also viewed themselves as fully committed to principles of political
equality and democracy. Thus, in Federalist Paper No, 10, James Madison noted
that "those who hold and those who are without property have ever formed distinct
interests in society," and that "the most common and durable source of factions
has been the various and unequal distribution of property." Yet Madison warned
that any effort to achieve "an equal division of property" would be an "improper
or wicked project" In his view the government should mediate conflicting claims
upon the public treasury and private charity would take care of the poor.

This attitude that wealth redistribution was not a "public need" in the sense that
the public sector should assume responsibility in whole or in part for the needs of
the poor survived well into the nineteenth century. Although state and local govern-
ments assumed minor responsibilities for the handicapped, the insane, the elderly,
and others in dire poverty, governmental acceptance of the obligation or public
need to assure all persons subsistence was long resisted. Professor Bremner's paper
well illustrates this fact. One of the most graphic examples he cites is the 1848
message of President Franklin Pierce, explaining his veto of a bill to set aside federal
lands for construction by the states of insane asylums and institutions for the deaf:

He acknowledged that the duty of providing for those who suffered from
want and disease of body or mind was "among the highest and holiest" of
human obligations, but he said he feared the effect of the bill would be
"prejudicial rather than beneficial to the noble offices of charity," since it
would dry up the normal springs of benevolence. "If Congress have the power
to make provision for the indigent insane. . . . ," he warned, "it has the same
power to provide for the indigent who are not insane; and thus to transfer to
the Federal Government the charge of all poor in all the states." For his part,
continued Pierce, "I cannot find any authority in the Constitution for making
the Federal Government the great almoner of public charity throughout the
United States."5

Of course, this view of public need definition and fulfillment is totally at odds
with present day realities. The public sector has assumed an increasing and now



1074

dominant responsibility for satisfying the basic life needs of the economically
disadvantaged members of society, and as the nation's wealth has increased, the
public demand that it be more evenly distributed by government, as reflected by
Professor Arrow's arguments, has increased apace. One of the most cogent examina-
tions of this change in social and political values and governmental performance is
contained in an essay by Harvard sociology Professor Daniel Bell, "The Revolution
of Rising Entitlements."6 Bell's basic thesis is that the traditional American belief
that all persons are equal has in recent years shifted from the notion of equality of
opportunity to "what is now being demanded. . . . equality of result—an equal
outcome for all."

Because I believe Bell's thinking is highly pertinent to the questions regarding
public needs addressed in this paper, I will attempt to summarize his main points.
Bell commences by quoting de Tocqueville's observation that

The more I studied American society, the more clearly I saw equality of
conditions as the creative elements from which each particular fact derived,
and all my observations constantly returned to this focal point.. . I soon
realized that the influence of this fact extends far beyond political mores and
law, exercising dominion over civil society as much as over the government; it
creates opinions, gives birth to feelings, suggests customs, and modifies
whatever it does not create.

Bell claims that the equality de Tocqueville described was one of opportunity,
based on the nation's capacity for unlimited material progress and each individual's
equal chance to participate in the "promise of plenty for all." However, it is now
clear that there are limits to the wealth of this nation and, moreover, that despite
the unprecedented wealth we have achieved, a decent living standard for all, let
alone plenty for all, has not become a reality.7 Accordingly, Bell claims that "the
promise of plenty has been transformed. . . in recent years.. . into a revolution of
rising expectations" which "threatens the stability of American society." He
contends that "the promise of equality has been transformed into a revolution of
rising 'entitlements'—claims on government to implement an array of newly defined
and vastly expanded social rights."

Noting the drastic rise in governmental expenditures for domestic goods and
services, Bell claims that "just about all grievances now get dumped into the lap of
government, while the voluntary associations that once furthered the claims of
different groups are withering." As a result, "the major conflicts in our society" are
"between organized interest groups claiming their share of governmental largess."

Conceding that " i t has always been a function of government to provide goods
and services that individuals cannot purchase for themselves," Professor Bell notes
that the 1960s saw a "revolutionary" rise in expectations that the public sector
"remedy the inequalities and injustices of our society. . . civil rights, housing,
environmental policy, health care, and income support." He asserts that "the
direction of events is clear: the government has made a commitment, not only to
create a substantial welfare state, but to redress all economic and social inequalities
as well." Therefore, "the government budget becomes the arena for the fulfillment,
not only for public needs but of private 'wants'—previously the province of the
market economy."8

In addition to worrying about how the public sector will be able to finance the
public's rising appetite for social services and income redistribution, Bell asserts that
"to help us strike a balance between social and individual rights, there must be a
recognition of the public character of needs. But there must also be some agreed
upon principles that can enable us to differentiate between needs and 'wants.'" He
advocates decentralization of governmental decision making and responsibility so as
to "give people a sense that government is effective and responsive. . . We need a
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way to define the common good; without the definitions, we have no way to
adjudicate the conflicting claims about rights."

Bell concludes that the operative factor in determining and meeting public needs
is power, essentially political power, and that there are "two special requirements
for equity in a 'representative republic' First, that all interests must be represented;
and second, that all issues must be viewed as negotiable."

Without endorsing all of the views expressed by Daniel Bell, and finessing for the
moment his slippery distinction between public needs and private wants, it seems
that he has touched upon many of the problems faced by those of us who view (1)
the question of public needs as basically political and (2) the primary responsibility
of private philanthropy as one of assuring that the various interests of individual
citizens are fully and fairly represented in the political marketplace. Since the public
interest movement represents a clear manifestation of the public need to assure such
fair and equal access, I will next address its development and implications for
private philanthropy's future.

Ill

CITIZEN EMPOWERMENT: THE PUBLIC NEED ADDRESSED BY
THE PUBLIC INTEREST MOVEMENT

I backtrack in order to focus more clearly on the question of public needs. The
key word is "public," not "needs," for as Daniel Bell's analysis makes clear there is
a very fuzzy line between a need and a desire or "want." Moreover, as national
wealth has increased, goods and services that in the past were luxuries are now
deemed by many Americans to be "needs"; for example, telephones, automobiles,
and high quality health care and education.

The public aspect of the term "public needs" can be viewed from several
perspectives, but in the philanthropic sense there seems general agreement that
needs or wants are public because someone has made a moral or political judgment
that they must not go unmet.

The process of meeting these needs primarily involves redistribution of wealth.
For example, if those with wealth decide that those without wealth cannot be
permitted to go hungry and through voluntary means set aside a portion of their
money or goods to secure food for the poor, wealth has been redistributed through
purely voluntary philanthropy. If government determines that starvation or
malnutrition cannot be tolerated in its domain (or elsewhere in the world) and
allocates economic or in-kind resources to feed the hungry, using funds or goods
from the public treasury, wealth has been redistributed politically. And if poor
people organize to successfully petition the government (or industry, or religious
institutions, or other charitable entities) to give them the food they feel they need
or, alternatively, the means to secure such food, then wealth redistribution has
occurred politically through public interest advocacy or citizen empowerment.

The fact that government has, to varying degrees, been delivering increased social
services and wealth redistribution is largely the result of political pressures exerted
by or on behalf of those in need or want. Many of these pressures have resulted in
whole or in part from private philanthropic activities, activities which have had
strong political impact, even if often viewed as non-political. In the eyes of
Professor Bremner, this writer, and I would imagine most Americans, this form of
philanthropy— public-interest advocacy, research, monitoring, and experimentation-
has been the most socially significant and valuable of all philanthropic activity in
the United States.
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At the present time, with government accepting the lion's share of responsibility
for financing public need fulfillment, it is more important than ever that the limited
resources available to private philanthropy be directed to the largest extent possible
in the direction of citizen empowerment or, in Professor Bell's words, toward
assuring "that all interests... be represented" in the political marketplace which
defines and meets public needs.

Leverage in Philanthropic Giving

At the risk of being overly discursive, I would like to point out that philan-
thropic support of citizen empowerment or public interest activity is highly
leveraged, whereas most philanthropic donations of goods and services needed by
others has little or no leverage. To illustrate: If one million dollars of philanthropic
funds is given to organizations that work to advance the interests of inner city
minorities and those monies support research, community organization, and political
education all of which result in effectively pressuring the government to fulfill one
or more needs deemed essential or important by the constituent minority group
members (better schools, food stamps or vouchers, improved housing) through
public appropriations worth one hundred million dollars, the philanthropic funds
have brought about results worth one hundred times what was donated. In other
words, there has been leverage by a multiple of one hundred.

On the other hand, if the same one million dollars of private philanthropic funds
is spent to provide directly to the minority group members the goods or services
they require (food, clothing, medical care), there would be little or no leverage. The
same needs would persist — tomorrow there would be the same mouths to feed.
Furthermore, the million dollars would be gone without an additional dividend
likely to be generated by the highly leveraged public interest oriented donation, a
residual sense of organization and power which would both lessen the need for
additional philanthropic support and bolster confidence in "the system" or,
alternatively, lessen the highly volatile sense of disillusionment and alienation which
turns inner cities into potentially explosive armed camps.

While I realize that the foregoing example is oversimplified and therefore over-
states the case, I believe that the basic principle is sound and has considerable
historical support. Although all educational programs and institutions have some
leverage effect because better-educated people are more likely to be productive,
innovative, and self-sufficient members of society (the Commission's rationale for
preserving elitist secondary and higher institutions of learning as prime beneficiaries
of tax subsidized gifts from the affluent9), the model of the Peabody Education
Fund cited by Bremner indicates how much more leverage can be created by using
philanthropic dollars to prod governments to assume financial responsibility for
educating all people, especially those most in need.10

As discussed in the following paragraphs, moreover, I believe that public interest
activities which involve citizens in asserting their own interests, in contrast to the
more paternalistic albeit commendable public interest activities engaged in by the
Peabody Education Fund, the Sanitary Commission, and Dorothea Dix which are
used by Bremner as illustrations of the best of private philanthropy during the
nineteenth century, generate the highest degree of leverage — social and political as
well as economic.

The Movement for Political Equality

In discussing de Tocqueville's analysis of America's concern with "equality of
conditions," Daniel Bell overlooked the following pertinent observation:
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The lower classes mix fewer considerations of personal interest with their
patriotism than the higher orders; but it is always more or less difficult for
them to discern the best means of attaining the end which they sincerely
desire.... Democratic institutions awaken and foster a passion for equality
which they can never entirely satisfy. This complete equality eludes the grasp
of the people at the very moment when they think they have grasped it, and
"flies," as Pascal says, "with an eternal flight"; the people are excited in the
pursuit of an advantage, which is more precious because it is not sufficiently
near to be enjoyed. The lower orders are agitated by the chance of success,
they are irritated by its uncertainty; and they pass from enthusiasm of pursuit
to the exhaustion of ill success, and lastly to the acrimony of disappoint-
ment.11 1

Stripped of its classist rhetoric, de Tocqueville's thesis is borne out by what is
taking place in America today. Fewer and fewer people are voting—over half of the
Americans eligible to vote in 1974 did not do so and about one third did not even
bother to register. Poll after poll shows that public confidence in government,
business, and the other institutions that shape national and local priorities is at an
all-time low and continuing to fall.12 The explanation for declining citizen
participation and confidence is not that people do not care how the major public
and private institutions which govern their lives function but rather that people feel
powerless to influence those institutions — so why bother?13

It is especially ironic that there is such widespread and growing public disillusion-
ment at a time immediately following the apparent effectiveness of the civil rights
and antiwar movements of the 1960s and the consumer, environmental, and other
issue-oriented public interest movements which have grown dramatically during the
past several years, symbolized by national organizations such as Common Cause and
Ralph Nader's Public Citizen. However, it is perhaps best to explain first the reasons
why public interest activity has been burgeoning before attempting to examine its
problems and the potential of private philanthropy to alleviate those problems.

It may seem ironic that at the same time government expenditures for social
needs have been rising steadily and substantially, broad-based citizen discontent and
feelings of powerlessness have resulted in literally thousands of organized efforts to
further enhance popular political power. Why, one might ask, at the very time
government is responding to individual needs more frequently and substantially than
ever before is the bulk of the citizenry claiming that the system is inadequately
responsive to popular needs and biased in favor of the wealthy "special interests."14

Daniel Bell explains the rising level of individual expectations, the demand for
equality of results, without offering a reason for its existence other than the
historical American belief that there would be "plenty of all." Another possible
explanation, implicit in Bell's essay, is that the more the government satisfies
individual wants the higher the level of expectation becomes. Although I am not a
social scientist, I would suggest that there may be variations on these themes which
better explain the growing push for public interest advocracy as a means to achieve
social and material equality for all persons.

First, the belief that "equality of opportunity" would lead to equality of results
has worn very thin. Black schools in the South never were equal when they were
separate and even since there has been legally mandated integration, Blacks have
found themselves as isolated and disadvantaged, relative to the white population, as
ever before. That the level of Black unemployment is twice that of unemployment
among whites and that young Blacks are even more heavily represented among the
jobless has turned the promise of equality into bitter disillusionment or, as de
Tocqueville put it, "the acrimony of disappointment."
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Second, the civil rights movement, which can be viewed historically as an out-
growth of the egalitarian promises of the New Deal, followed by the prosperity and
drastic closing of the gap between rich and poor which occurred during the Second
World War, gave other disadvantaged minorities (racial, ethnic, and geographic) the
hope, coupled with repeated promises by politicians, that by organizing and
asserting their interests they too could be assured a larger and fairer portion of
America's apparently boundless wealth.

Third, America has reached its frontiers, and the public is now aware that
economic growth not only has limits but imposes severe social costs, such as
environmental degradation, occupational diseases, rural decay, and the ravaging of
urban areas by pavement, automobiles, racial tensions, and economic polarization.
Therefore, the hope of having at least a constant piece of an ever-growing pie has
been replaced by demands for a more equitable reallocation of what may very well
be a static or shrinking pie. Thus, the poor and middle classes, including organized
labor, are far less easy with a society in which the affluent few live conspicuously
well, often off accumulated wealth rather than personal earnings, and the gap
between them and the middle classes seems to be closing little if at all.

Fourth, the inequities in the tax system have resulted in a rising level of anger on
the part of the middle classes that they are paying an unfairly high share for the
social programs designed to benefit the poor. Working people read of the late Mrs.
Horace Dodge, whose income from state and municipal bonds each year totalled
between five and ten million dollars but who never payed a penny of income tax.
In contrast, those grossing $10—15,000 per year saw themselves parting with
thousands of precious dollars in income taxes while being pinched to the last penny
between creditors and skyrocketing prices for necessities like food and clothing.

Fifth, the civil rights and to a lesser degree the antiwar movements of the last
decade demonstrated that the squeaky wheel gets the oil. It was natural for most
citizens, not simply the very poor, to emulate successful models and attempt to
assert greater political influence in the hope of achieving what Americans have long
been taught is their birthright—equality. Since this is a most materialistic culture
and success and equality tend therefore to be measured in economic terms, was it
not logical to seek greater impact in the political marketplace in order to achieve
more clout and results in the economic arena?

Sixth, Professor Arrow's observation that economic inequality leads to political
inequality is a verity. Perhaps the public interest movement focused on the political
arena first because it has long promised to afford all people equal treatment—for
example, "one man, one vote." If political equality could be achieved then the
government could be turned into a truly effective and equitable engine for wealth
redistribution.

Last, but not least, all sectors of society have become increasingly disheartened
by big government's apparent inability to deliver the big services it has promised
and spent very big sums of money upon. This is as true in the delivery of social
services as in the area of industrial regulation. Just as antitrust and myriad
regulatory agencies have failed to arrest industrial concentration and power, vast
welfare bureaucracies consuming and dispensing billions of dollars have apparently
failed to eradicate poverty, discrimination, and an increasingly fractious and divisive
social climate. Public disillusionment is growing because governmental regulatory
agencies designed to protect "the public interest" from monopoly industries in fact
seem more determined to protect the industries profits at the expense of the
consuming public. Similarly, governmental programs designed to dispense a wide
variety of alms often appear to be not only inefficient but working, perhaps
inadvertently, to entrench inequalities (both of opportunity and result) rather than
remedy them.

In this social climate, with government at once doing too much and too little,
the public interest movement took root.
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The public interest movement constitutes an array of efforts to assure that
non-commercial citizen interests have access to government at all levels, as well as to
business corporations and other institutions whose decisions impact substantially
upon the lives of American citizens. The great bulk of public interest organizations
and activities seek to influence, directly or indirectly, the economic reallocative
decisions of government, the most powerful and theoretically the most publicly
responsive sector.

The need for citizen public interest organization is not new; it has long been
recognized. Thus, the staff director of the Joint Congressional Committee which
prepared the 1946 Federal Regulation of Lobbying Act stated that "the great
majority of the American people are not members of special-interest groups and
hence are much less articulate on particular issues than are the interested
minority—whose affiliation with some active organization gives them a greater
degree of political leverage."15

More recently, John Gardner, chairman of Common Cause, observed that
"everybody's organized but the people." And Congressional Quarterly has noted that
"while labor unions, farm organizations, business groups and other special interest
representatives have long asserted pressure on Congress and the executive branch,
so-called citizens' lobbies only recently have entered the political arena."16 They
seek the democratic objectives articulated by Daniel Bell: giving "the people a sense
that government is effective and responsive" by assuring "that all interests are
represented."

While there has been an exponential rise in the number and tactics of public
interest organizations, they are not strictly a recent phenomenon. During the first
quarter of this century the Anti-Saloon League became perhaps the most powerful
citizen interest organization that ever existed in America. It effectively lobbied all
branches of government, bringing about federal, state, and local prohibitions against
the sale and use of alcohol, using every known influence tactic, from campaign
contributions to picketing. Moreover, organizations like the American Civil Liberties
Union, the League of Women Voters, and the NAACP have been advocating broad
citizen interests in political forums for decades.

However, the recent growth of public interest organization and advocacy is both
quantatively and qualitatively different from earlier efforts. The emphasis is
primarily upon economic issues rather than matters of religious, ethical, or more
abstract political principles; and they seek fundamental reform, not simply
dispensation of alms to the poor. Thus, organizations with names like National
Welfare Rights Organization, Women Employed (Chicago), The Center for
Community Change, and Fair Share (Boston, Mass.), have sprung up in many local
communities as well as in Washington, D.C. They seek in various ways to advance
citizen interests, often in direct opposition to corporate institutional interests. As
Professor Galbraith has observed, "the modern corporation is a powerful thing" and
"its purposes diverge from those of the public."17

I should emphasize that public interest organizations are not simply manifesta-
tions of political liberalism; they are as diverse and complex in both their objectives
and their constituents as are the American people. While all citizens are consumers
and therefore, theoretically, consumer-oriented organizations can claim to represent
the views of all citizens, this can never be the case. For example, suburban
consumers may regard energy-intensive devices such as power lawn mowers as
essential and therefore oppose restrictions on their use or surtaxes on the energy
they consume. On the other hand, inner city consumers, anxious to restrain rising
bills for what to them are necessary uses of energy—home heating, cooking,
automobile use for commuting to work—might favor restrictions on power mowers.

On a broader scale, public interests align on opposite sides of almost every issue.
Civil rights organizations (but not necessarily all members of minority groups) favor
busing as a means to achieve racial integration in schools; antibusing groups, such as
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those presently active in Boston, take the opposite view. The poor favor broader
governmental redistribution of wealth or delivery of necessary services; the middle
classes, especially in times like these with high unemployment and double-digit
inflation, may oppose additional redistribution if it means that they must make
further material sacrifices.

My point is simply that if we are to trust the political marketplace to mediate
between private claims and define public needs equitably and democratically, the
marketplace must be open to all on fair and equal terms. Public interest organiza-
tions, by advancing the interests of individual citizens, most of whom are presently
without substantial political power, seek to make equality of access to the market-
place a reality and thereby restore public confidence in our democratic system and
its institutions.

The various services performed by public interest organizations are summarized
and discussed at some length in the paper prepared for the Commission by Jane H.
Mavity and Paul N. Ylvisaker, "The Role of Private Philanthropy in Public Affairs."
However, that document reaches no conclusions and makes no recommendations
regarding the importance of public interest activities in defining and meeting public
needs.18 It does, however, set out some of the basic definitions, give random
examples, and pose questions about the roles of and needs for public interest
activity.19

What then are the components of public interest activity? Mavity and Ylvisaker
list four: (1) improving the processes and competence of government; (2) helping to
define and clarify public issues; (3) helping to ensure the rights and participation in
government and society of all members of the public; and (4) improving the
responsiveness of the private sector to public needs. In my view, item (3) is the
overriding objective and items (1), (2), and (4) are means to that end.

I therefore keep the equal opportunities definition (item 3) and list the following
means toward achieving that objective: first, the monitoring of governmental and
private institutional actions; second, research and analysis designed to illumine the
impact of public and private actions (including the passage of laws, their enforce-
ment, administrative actions, litigation, corporate and labor union activities) upon
individual citizens and definable groups and interests within the citizenry (for
example, consumers, Blacks, chicanos, the urban and rural poor, women, the
unemployed, government employees); third, organization of public constituencies,
local, regional and national, into effective vehicles to conduct the other listed
activities; fourth, the assurance that public interest organizations have access to
various types of expertise (lawyers, economists, scientists, organizers, fund raisers)
to achieve the political and social power necessary for them to participate actively
and effectively in public policy formation; fifth, assuring public interest organiza-
tions, existing and incipient, adequate sources of funding to make political equality
for all Americans a reality.20

It is clear that these functions are intimately related to one another and that any
effective public interest organization engages in all of them to varying degrees. (The
case studies in the paper, "Philanthropy and the Powerless," prepared for the
Commission by Sarah C. Carey, make this clear, and I urge the Commission to give it
and Professor Bremner's paper serious consideration.) For example, organizations
that serve primarily as research and monitoring entities, like the Council on
Economic Priorities,21 not only provide a discreet service to advocacy-oriented
organizations but, in the course of their work, are often called upon to advise
governmental or corporate decision makers on the basis of the expertise or
information they have assembled.22 Moreover, in their quest for information and
data they are often pulled into adversarial relationships with the institutions they are
studying, such as Freedom of Information Act (5 U.S.C. Sec. 552) to secure
information possessed by government agencies.23 Even to carry out basic research
tasks successfully, it is therefore often necessary for public interest organizations to
have access to legal representation and other types of expert services.24
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What is indisputable is that effective citizen participation in public policy
formation is a very expensive business. This is especially true as public issues
become more and more complex (who understands the current energy situation?)
and the loci of power are increasingly remote from the communities in which
people live. Although there is undeniable merit in Daniel Bell's suggestion that in
contrast to current trends local governments undertake a growing role in service
delivery and policy formation, the fact is that Washington is the site of most public
sector power and the place where most of the fundamental economically realloca-
tive decisions are made. Similarly, as corporate assets have continued to concentrate
into fewer hands, the site of corporate institutional decision making is rarely in the
communities whose residents are directly or indirectly affected by corporate
decisions. Therefore, public interest lawyers in Washington, researchers in New York
and Chicago* and other experts who can render services to locally oriented as well
as nationally focused citizen organizations are a necessary component of effective
public interest machinery.

While the costs associated with rendering public interest services as well as
organizing public interest constituencies are large and rising, indications are that
the rather minimal amount of foundation monies supporting public interest
activities are declining.25 These funds are essential to public interest activity; and,
as I have argued above, public interest efforts represent the most important public
need (or, alternatively, the best way to assure that public needs are adequately and
equitably met). Accordingly, the Commission's proposed recommendations—which
advocate intensified philanthropic support of hospitals, private colleges, and the arts,
and little in the way of widening citizen incentives to support public interest
activities—are not only regressive but in light of the rising public expectations
characterized by Daniel Bell as "the revolution of rising entitlements," are likely to
contribute to an already alarming level of social and political instability in America.

In discussing the financial aspects of public interest needs in the following
paragraphs, I will attempt to illustrate the relationships between the institutions and
laws that govern private philanthropic activities and the element of "social
justice"26 embodied in the notion of citizen empowerment or public interest
activity.

Financing Citizen Empowerment

It is clear that if powerful and lasting public interest organizations are to become
a reality — organizations which democratically advance the many and varied
interests of individual citizens — their support, financial and personal, must
ultimately come from their constituents. However, at present there are substantial
obstacles to most public interest organizations realizing the levels of constituent
support needed to achieve any semblance of political equality for all American
citizens.

First, wealth is very unevenly distributed. It is impossible to expect the
approximately one fifth of all Americans who are poor to part with any substantial
amounts of money to finance their collective political interests; they need every
penny they have to purchase the material necessities of life, food, clothing, and
shelter. Moreover, the poor are highly alienated from the nation's political and
economic system since it has blatantly failed to deliver to them the equality it
promises and they are mistrustful of efforts at working within the system to make
it more equitable. Therefore, they must be shown that citizen empowerment is
needed and can work before they will commit substantial personal resources (such
as volunteer time) to public interest activities. Finally, because the poor tend to be
poorly educated, they are very uncertain about their specific political and economic
objectives—defining the relative merits of job guarantees, income maintenance, and
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welfare benefits and services is a problem that befuddles even expert economists and
social scientists.

Thus, for the poor, those clearly in greatest need, to organize politically requires
a substantial infusion of outside resources—money, education, professional
organizing skills, and so forth.

Second, even the middle classes do not have the resources to participate on an
equal footing with the affluent in the political marketplace. Although the middle
classes constitute the great majority of Americans, they have neither the spare
economic resources nor the homogeniety of interests needed to organize readily and
effectively. Moreover, with the current 9 percent unemployment level, some 7.5
million people are without jobs and about 15 million more are probably without
work for periods of several weeks or months during a year. Many middle class
people are becoming poor.

Also, there is such extraordinary heterogeniety among nonprofessional working
Americans that organizing around specific issues and defining clearly peoples'
common interests in those issues is an extremely difficult task. The works and
writings of the late Saul Alinsky are a monument to those problems and to the
large financial resources and long time periods needed to overcome them. Even
unionized workers are becoming dubious about whether the political power of their
unions can really protect their basic economic needs; as unemployment rises,
unionized workers (for example, auto workers, and municipal employees in insolvent
cities like New York) are questioning whether the substantial sums they contributed
for union political action has bought them anything more than illusory job security.

Third, when people feel hard-pressed and alienated, their tendency is to look to
their own needs first and overlook the need for combined efforts. Although there is
always more strength in numbers—organized groups—than in isolated individuals,
overcoming the tendency to mistrust institutions and go it alone requires substantial
effort.

Fourth, the efforts, activities, and services needed to organize and represent
effectively any broad-based citizen constituencies in the political and economic
arenas are very costly. Some religious institutions and a tiny handful of foundations
have been pouring monies and organizational resources into public interest
activities.27 However, philanthropic contributions to citizen empowerment efforts
have been extremely low vis-a-vis both the level of need and the volume of giving to
other charitable objectives, as found by Archibald Gillies, president of the John Hay
Whitney Foundation:

I asked the computer data bank of the Foundation Center Library to tell me
the number and amount of grants made in 1972 and 1973 by foundations to
two critical fields: politics and government, and economics^Of a total of
18,700 grants listed in the computer, with a value of $1.6 billion, the
following was reported: politics and government (87 grants), $11.6 million,
which amounted to .7 percent of the total; economics (34 grants), $5.3
million, amounting to .3 percent of the total. Therefore, the total grants made
in these two critical areas comprised only 1 percent of the $1.6 billion spent.
Further, when one analyzed the 121 (of 18,700) grants involved, only a tiny
fraction dealt with policy considerations. On the economics printout, none of
the grants listed even mentioned the 'corporation,' and only two grants
addressed themselves to questions of income and wealth distribution.28

Out of the meager philanthropic support to public interest activities, one should
remember Sarah Carey's finding that "many projects have had no enduring result.
They can be viewed either as a short-term aid to survival or as a diversion from
more fruitful lobbying designed to get the nation's public and private leadership to
assume their proper responsibilities."29
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Therefore, philanthropy's support of citizen empowerment or public interest
activities has been very small; the vast bulk of philanthropic funds which do go to
benefit disadvantaged minorities, including the poor, takes the form of alms or "aid
to survival." Further, as found by Mavity and Ylvisaker, "the high water mark in
the tide of public affairs giving, in dollar terms, seems to have been reached in the
early 1970s. Signs are that the tide is beginning to recede."30

Fifth, the laws governing philanthropic giving create little or no economic
incentive for most Americans to finance organizations that will advance their
political, social, and economic interests. The charitable deduction is meaningful
only to the wealthy who are in sufficiently high income brackets to recoup from
their tax bill a a substantial portion of charitable donations. Thus, only 27 million
Americans took any charitable, deduction on their 1974 federal income tax returns;
two thirds of all taxpayers utilized the "standard deduction"—the lesser of $2,600
or 16 percent of income—and therefore would obtain no material benefit from gifts
to charity unless the gifts were so large as to cut deeply into their subsistence
needs. And as noted in the Commission's June 6, 1975, draft of Chapter VI of its
report, "for non-taxpayers, there is of course nothing to deduct their giving from."

Therefore, the wealthy have the strongest incentive to make philanthropic
donations because the government most heavily subsidizes their giving. And this
results in wealthy persons setting the philanthropic agenda. That their perception of
public needs is different from that of most Americans is hardly surprising; they hold
the bulk of the nation's disposable wealth,31 and they have little short-run incentive
or reason (other than the purest of pure charitable motives) to support activities
that will take any of that wealth away via redistribution in any form. Accordingly,
it is no surprise that the wealthy and the institutions they create and support
generally do not look upon public interest activities as worthy of their charitable
dollars. Rather, they look upon them as threats to what most wealthy people hold
dearest: their wealth and concomitant power.

On the other hand, hospitals, private secondary schools and universities, and
cultural institutions not only do not threaten the wealthy few, they serve them. In
light of the Commission's preliminary finding that these institutions among all
potential beneficiaries of charity are those most in need, it would be interesting to
determine, for example, whether the hospitals that receive large charitable
donations, inter vivos or testamentary, serve the health needs of the poor to any
substantial degree. I wonder how many major donations were received in the last
year by Harlem Hospital in New York. In fact, the question can also be framed in
terms of the extent to which public hospitals serve the economically disadvantaged
vis-a-vis the extent to which "private" charitable hospitals do.

Similarly, private colleges and to a far greater degree private primary and
secondary schools serve a disproportionately high percentage of children from
wealthy families. And, as noted above, the most prestigious private educational
institutions are losing large charitable gifts and bequests because they are not
favoring the children of wealthy alumni to the same degree they once did.

If private hospitals and educational institutions are largely serving the needs of
the affluent, as I would imagine the data would prove, it is logical that the wealthy
use their govemmentally subsidized philanthropic dollars to support these institu-
tions above all others. Similarly, it is no surprise that foundations, which by
definition are creations of the affluent, put the bulk of their grants into institutions
that serve the affluent.

What this demonstrates is that the laws governing private philanthropy are but a
microcosm of the laws that govern most, if not all, aspects of American society:
They benefit the wealthy because the wealthy possess the political power to
influence the lawmaking and enforcement processes to an extent drastically
disproportionate to their numbers. In other words, philanthropy is undemocratic
just as the entire political system is undemocratic. Therefore, it may be chimerical
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of me to expect philanthropic institutions and processes dominated by the wealthy
to underwrite citizen empowerment needs which, if fulfilled, will create new and
powerful institutions that will work to erode the accumulations of property which
differentiate the wealthy from other citizens.

Sixth, it is especially inapposite for business corporations to play any role in the
philanthropic process. These entities, as argued by conservatives such as University
of Chicago economist Milton Friedman, are in business for one reason only: to
make as much money as possible for their shareholders. In fact, some shareholders
have initiated legal proceedings to prevent corporate management from diverting to
charitable institutions monies which "belong" to the shareholders. However, the real
problem posed by corporate "philanthropic" activity is that corporations are the
embodiment of concentrated wealth. As such, they can hardly be expected to
underwrite the political needs of Americans who wish to redistribute and
deconcentrate that wealth. So corporations, which can give up to 5 percent of their
annual gross income to charity instead give less than 1 percent, and that 1 percent
primarily supports educational institutions which serve as incubators of business
talent and United Way-type social service organizations which dispense alms to the
needy while leaving untouched the causes of need.

To illustrate the problem of corporate philanthropy as it affects public interest
activities, a recent Washington Post article analyzed the plight of nationally oriented
civil rights organizations, with special focus on The National Urban League. That
organization's research determined that Blacks are suffering substantial poverty: "A
league report on black families estimated that three out of five black families now
have incomes below the Bureau of Labor Statistics' lowest budget level, and only 21
per cent of black families can be considered middle class, compared with 47 per
cent of white families."32 Although many of the organization's leaders called for "a
national policy of full employment, and a federally provided minimum income for
everyone," the organization adopted no strong advocacy position on these matters
and totally avoided focusing any of its "statements of concern" on eradicating
discriminatory practices by industry.

The league, like several other organizations, is in a difficult position when
it comes to putting pressure on private industry.

Most of the 103 urban league affiliates get a considerable amount of money,
assistance and good will from local business leaders. One conference
participant observed that often the businesses that contribute to the league
spend a much larger proportion of their money hiring lobbyists to fight some
of the legislative changes that the league wants to bring about.33

Seventh, while commendably the Commission appears likely to endorse some
relaxation of the prohibition against substantial legislative lobbying by charitable
organizations, this will effectuate only a marginal enhancement of public interest
activities. Although the lobbying restriction is often cited by foundations and
potential large donors as an excuse for avoiding public interest activities, even public
interest organizations and activities that never come near a legislative chamber
receive only a pittance from private philanthropy. The reason, as noted above, is
that public interest activity of any type, if it is effective, will fuel the fires for
wealth redistribution and that simply is not in the interest of wealthy people and
institutions.34

Eighth, I would suggest that the philanthropic processes must be democratized,
probably by replacing the charitable deduction with a system of tax credits limited
to $200 or $300 per person, including credits which go into the negative income
zone. This would permit all Americans an equal chance to determine which
voluntary organization(s) they wish to support. If, as suggested by Commission
studies, this would result in a massive flow of charitable dollars away from private
schools and hospitals and toward religious institutions, can the Commission make
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the judgment that this would be socially undesirable for anyone other than the
rich? Is the Commission prepared to demonstrate the dangers of democracy?
Although the Commission has articulated no values nor advanced any policies to
support its conclusion, it nonetheless seems prepared to report that any diversion of
tax-subsidized monies from private schools, hospitals, and cultural institutions is to
be avoided at any cost.

I would imagine that if the tax incentives were altered and philanthropy
democratized, new institutions would spring up, many of the public interest variety;
that the Commission's econometric studies, which find that poorer people give a
greater percentage of their philanthropic donations to religion than do rich people, are
not reliable indications of where people would put their philanthropic dollars if the
incentives were altered and most people could give substantially more than they
presently do; that even if religious institutions did receive more money, the
Commission has no basis for determining what uses the marginal increases would be
put to; and that the Commission's basic mistrust of democratizing the giving process
reflects a deeper mistrust of democratizing all American institutions and systems,
especially the political system which sets the economic rules by which everyone
must play.

Ninth, if a democratized system for government to underwrite the costs of
private giving results in a substantial net loss to the public treasury, as suggested by
at least one Commission study, there are many ways the political system can react.
One is to find that the need fulfillment which results from democratized philan-
thropy obviates certain types of governmental spending (the maintenance of a
welfare bureaucracy, for example) and therefore some or all of the treasury loss
need not be replaced; indeed, there might be a long-run gain to the treasury.
Another possibility, which is in no way inconsistent, is to replace the corporate
charitable deduction with an excise tax, thereby changing corporate philanthropy
from voluntary to mandatory; the tax could be geared to make up for any treasury
losses occasioned by a democratized giving system which are found necessary to
meet "public needs." Numerous other possibilities exist. The public sector has the
full power to redistribute the nation's wealth and the number of formulas and
devices it has employed and can employ are limitless; the present Internal Revenue
Code is a monument to this^axiom. The basic question is who pays for meeting
public needs and how are they required to pay.

IV

CONCLUSION

The preceding discussion suggests that the term "public needs" cannot be
mechanically defined since it involves a process that is both complicated and
politically subtle. And private philanthropy is basically a vehicle to support and
finance public needs which cannot or are not adequately safequarded or fulfilled by
government. Thus, the question becomes "how should the private philanthropic
sector determine which needs to focus its limited resources upon and how can it
best direct these resources toward need fulfillment?"

The reasons why I conclude that private philanthropy should focus primarily on
citizen empowerment or public interest activities are several. First, subject only to
the limits of national wealth, the public sector has the power to meet all needs
directly or indirectly, and must be the ultimate target of any strategy for need
fulfillment. As Professor Galbraith has observed, "the role of government, when one
contemplates reform, is a dual one. The government is a major part of the problem;
it is also central to the remedy. It is part of the problem of unequal development,
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inequality in income distribution, poor distribution of public resources, environ-
mental damage and bogus or emasculatory regulation. And yet it is upon the
government that reliance must be placed for solution."35

Second, because government must be the target of philanthropic activities
designed to meet the strongly felt economic, political, and social needs of most
citizens, government cannot directly support the citizen advocacy function to any
great degree. As stated in the Commission's May 29, 1975, draft, public advocacy
organizations "can hardly be expected to function at all, or must function in
fundamentally different ways, unless their support is private giving." Those who
depend largely upon government for funding can rarely muster vigorous political
advocacy programs designed to alter the priorities of the government which feeds
them.

Third, because political power tends to be distributed in the same way (and to
the same interests) as economic power, the majority's collective demands for
redistribution of wealth can only come about if political power is redistributed, or
vice versa. When faced with such a circular phenomenon, the only way to bring
about change is to break the circle. My belief that it can be more readily and
equitably broken in the political arena is based largely on the fact that the political
marketplace has always had the potential for greater democracy than the economic
marketplace (as it presently exists), if for no other reasons than the existence of a
potentially egalitarian voting process and other individual political rights guaranteed
by the Constitution.

Fourth, one need not go as far as Sir Thomas More's view that "with equality of
wealth all men have everything in abundance,"36 to endorse the need for
substantial movement toward economic equality. Many, like Columbia University
sociology professor Herbert J. Gans, take a more moderate view: " I believe that
income and wealth should be redistributed in this country only to the extent
necessary to fund the jobs and income grants required to make up the minimum
income."37 '

What does seem clear is that absent more broad-based redistribution than
presently is taking place — redistribution of both wealth and political power — the
growing instability of America's basic economic and political institutions threatens a
far more profound and revolutionary future course of events than is proposed in
this paper. Hannah Arendt spoke of

an increasing disarray in the very foundations of our political l i f e . . . . We may
well stand at one of those decisive turning points of history which separate
whole eras from each other. . . .

At such moments in history when the writing on the wall becomes too
frightening, most people flee to the reassurance of day-to-day life with its
unchanging, pressing demands.38

The Filer Commission would do well to remember the venerable adage that
"those who do not learn the lessons of history are condemned to repeat it." When
the polity loses touch with its citizens, when most people feel disillusioned,
let-down, alienated, and yet powerless to do anything about it by working within
the system, then the system is in troubled waters which tend to flow in a
revolutionary direction. Thus, it is in the interest of all who believe in the equity
and viability of the American economic, political, and social system to work to
recreate in citizens a sense of involvement and power over their own destinies.

If the growingly divisive climate in America is to be abated, it will come only
when most people feel that they are part of the system, not its slave or its victim.
Equality, as de Tocqueville pointed out over a century ago, is the glue that holds
this nation's political culture together, and the rising demand for economic, social,
and political equality will not be appeased or tranquilized by the noblesse oblige
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approach to philanthropy which is the status quo and, with minor exceptions, the
gospel of the Filer Commission.

Rather, the Commission would do well to examine the society it purports to
serve, the public whose needs it seeks to serve. If it does so, as it initially set out
to, it is likely to reach the same conclusion as the National Conference of Catholic
Charities:

In order to foster individual freedom and liberty, the spirit and programs
which Catholic Charities sponsor should be of such a nature as to discern, to
call attention to, and to prevent the causes of bondage and oppression.
Catholic Charities then must stop wishing to resolve the poverty, the misery,
of the oppressed by individual sets of charity alone. . . .

Programs benefit people only when they contribute to the individual's
freedom and independence. Catholic Charities must commit itself boldly to
the complete liberation of man so that he can be the real artisan of his
destiny, the shaper of history, the free active builder of his future.39

Afterthoughts

This paper, because of time and space limitations, represents only an overview of
serious and complicated questions. As such, many topics that require thorough
analysis and explication are treated summarily. However, I do not apologize for this;
had the Commission spent its time and money as it promised, profound research
papers by experts would have been prepared addressing the questions listed here.
Instead, the Commission devoted its research primarily to technical analyses of the
tax laws and the present beneficiaries of major private philanthropic giving, most
prepared by the beneficiaries themselves and therefore highly self-serving, to say the
least.

Several key phenomena regarding public needs have, however, been either glossed
over or totally elided in this paper. One is the role of America's philanthropic
system in meeting the needs of non-Americans. Another is a comparative analysis of
the various domestic needs for goods and services.

Although these deficiencies cannot be overcome without conducting an enormous
and time-consuming study, I would like to attempt to illustrate the direction such a
study might take so as to make clear some of the problems with which the
Commission must grapple before it can credibly claim to have thoroughly examined
private philanthropy and public needs.

Food is a basic necessity of life and, for as long as history chronicles the
workings of organized society, hunger has been the one human condition that
civilized societies would not tolerate. Private philanthropy was long the mainstay of
Western civilization's efforts to combat hunger. Yet the Filer Commission has
conducted no study of hunger in America or abroad. Nor has it even listed food as
a primary public need. Presumably, private philanthropy, to the extent the Filer
Commission speaks for it, regards food and hunger as needs to be dealt with solely
by government, although the reasons for this conclusion are nowhere to be found in
the Commission's reams of studies and drafts.

Unlike health care, which state, local, and federal governments provide to many
indigents without charge, the basic governmental food dispensing services—food
stamps and school lunches—require those eligible to pay part of the price. For this
reason and the fact that retail food costs have been rising substantially faster than
food stamp subsidies, the Senate Select Committee on Nutrition and Human Needs
recently concluded that "over the past three to four years, our nation's needy have
become hungrier and poorer."40

Moreover, poor dietary education, often coupled with poverty, is resulting in
massive malnutrition in this nation. The Department of Health, Education and
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Welfare in February 1975 released preliminary findings of its three-year-old Health
and Nutrition Examination Survey ("HANES"). What HANES reveals is shocking
situations such as the following: more than 72 percent of Black women of
child-bearing age do not ingest enough calcium, whereas nearly 56 percent of white
women, 34 percent of Black men, and 17 percent of white men have calcium-
deficient diets; 49 percent of those below the poverty line are deficient in vitamin
A; and 49 percent of low-income Black women of child-bearing age, 29 percent of
white women in that category, and 41 percent of the low-income elderly suffer
from protein deficient diets.

Since these dietary deficiencies are a major cause of disease, birth defects and
retardation, and inability to work productively, they indicate that the nation's
health needs are inextricably entwined with the nation's nutritional needs. Yet the
Filer Commission has concluded that philanthropic monies should go to hospitals to
treat diseases, many of which could be prevented if the public receives adequate
nutritional education and commodities.

Now if we compare the public need for nutrition in America with the need for
private secondary schools, which are among the Commission's top priority
beneficiaries, the Commission's values become truly suspect. I am sure that Exeter,
Choate, and Groton are wonderful schools and turn out well-educated young
gentlemen who will be able to fill the leather armchairs of Wall Street. But
compared with the social blight of hunger and poverty, the brain-injured children
being brought into a nation which produces more food than it can possibly
consume, it is positively inhuman to maintain a system that directs millions of
philanthropic dollars to school rich young men while poor {and many not so poor)
people are starving.

While the American poor, the bottom 20 percent on the income scale, spend an
average of 40 to 60 percent of their disposable income for food, in many poorer
nations over 60 to 70 percent is spent on food. This leaves little for any of the
amenities which the Filer Commission has determined to be primary public needs.
Just as the rich are to the poor in America, America is to third world nations where
famine is common and serious malnutrition is the rule rather than the exception. If
the world's 3.8 billion people all consumed food at America's level, world food
production would have to be increased almost eight times.

This merely illustrates that maldistribution of wealth is an international, not
simply a domestic phenomenon. Surely the Commission is not so naive as to believe
that America is an island and can insulate itself from the rising demands of lesser
developed nations, that we spread the wealth around, that we consume less and
redistribute more to those most in need. Are we not facing public needs on an
international scale which threaten to undermine not only America's power and
prosperity but its stability?

Of course these are momentous questions which should not be treated lightly.
But they should be treated, before any entity offers to the public an evaluation of
the role of philanthropy in meeting public needs. It is perhaps useful to end on an
historical note of great pertinence to the Commission for which this paper is
written. William Hazlitt, analyzing Malthus, stated that

if Malthus means that the wants of the poor arise from the impossibility of
procuring food for them, while the rich roll in abundance, or, we will say,
maintain their dogs and horses etc., out of their ostentatious superfluities, he
asserts what he knows not to be true.41

Dogs and horses, Hazlitt wrote, "eat up the food of the children of the poor."
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VALUES, VOLUNTARY ACTION, AND PHILANTHROPY:
THE APPROPRIATE RELATIONSHIP OF PRIVATE

PHILANTHROPY TO PUBLIC NEEDS

David Horton Smith t

Introduction

The Filer Commission undertook to investigate how private philanthropy has
related and should relate to public needs. It is striking, therefore, that the papers it
has so far commissioned have been exceedingly narrow in their definitions of either
philanthropy or public needs. While often presenting useful and interesting facts and
opinions about certain aspects of private philanthropy and public needs, they have
for the most part studiously avoided a hard look at the "big picture" in the context
of historical trends and humane values. Several of the papers seem to be self-serving,
either for particular nonprofit institutions or for wealthy individuals and institutions,
whether for-profit or not-for-profit.

The present paper represents an admittedly imperfect attempt to take a "public
interest" and humane value perspective on private philanthropy in relation to
public needs — without ducking the very difficult questions of what is meant by
each of these concepts. In addition, we shall attempt to do this in such a manner
that the relevant contributions of the other major sectors of society (that is, the
family, business, government) are Jtaken into account. Because this is an overview
paper, we cannot hope to do justice to the fine grain of detail that is needed if a
full understanding of these problems is to be reached. Yet we can and will attempt
to suggest how more detailed understanding might be achieved — the methods of
procedure that might be used to do justice to the subject matter.

This paper is divided into four main parts:

1. Values and needs, public and private. A discussion of what people care about
and what they need, with some attention to how one determines what people care
about and need, and to what extent these needs are anybody's business but one's
own. The extent of Filer Commission attention/inattention to each need or value is
assessed.

2. Ins t i tu t iona l need satisfaction mechanisms, including philanthropy. A
discussion of how we satisfy needs, particularly through institutional mechanisms
such as the family, business, government, and philanthropic groups, with some
attention to how the roles of these different sectors have changed in the past and
how they might be changing in the present and into the future, given broader
historical trends.

3. Evaluation of the relationships between needs and institutional need
satisfaction mechanisms. A discussion of how well the various needs and values of
people are satisfied by the various institutional need satisfaction mechanisms, with
particular attention to the role of the private, nonprofit, independent, voluntary,
philanthropic sector, and within this sector to the role of major philanthropy (by
wealthy individuals, corporations, and foundations). Throughout this part of the
paper we address questions of the appropriateness, in terms of humane values, of
existing or prior relationships relative to optimal arrangements and roles.

•Associate Professor, Department of Sociology, Boston College; Association of Voluntary
Action Scholars.
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4. Strategies for improvement of the present situation. A discussion of the kinds
of changes that need to be made in general if currently inappropriate relationships
are to give way to more appropriate arrangements, with special attention to the
relative roles of government and private philanthropy in dealing with different types
of needs and values of people. This will include a consideration of forces for change
and forces resisting change, parts of the solution and parts of the problem.

I

VALUES AND NEEDS, PUBLIC AND PRIVATE

The Filer Commission aims to deal with "public needs," yet nowhere has there
been either a careful definition of this concept or a thorough discussion of the
kinds of needs and values that it encompasses. Clearly the task is a difficult one,
but it must be dealt with directly since it is crucial to the whole enterprise. If the
term "public needs" is defined very narrowly or arbitrarily, then the entire activity
of the Filer Commission will be likely to serve special interests, and probably
dominant, elitist, special interests rather than the weaker, disadvantaged special
interests or public interests.

The starting point for a definition of public needs must be a consideration of
human needs in general. What do people care about? What factors make for a high
quality of life and for general satisfaction with life? What kinds of needs do people
in general tend to have? These are questions on which massive amounts of research
have been done, and even without such research they could be answered quite well
in common sense terms.

The critical problem in dealing with human needs is to be sufficiently inclusive
so as to do justice to the full range of needs and values, rather than limiting
consideration to those particular needs that we ourselves or some other particular
group or person considers problematic (that is, unmet). All needs and values, we
would argue, are relative to particular individuals or sets of individuals, yet there are
many broad similarities in needs and values among individuals, just as there are also
many differences.

Leaving aside the more technical definitions of psychologists, we may say that
human needs refer to those situations, circumstances, and end-states that people
want, care about, and try to achieve and that provide either a decrease in dissat-
isfaction or an increase in satisfaction when achieved. In this sense, a human need is
a tendency (or disposition) to pursue and prefer certain circumstances or ends. If
the circumstances or ends involved (food, physical warmth, clean air, supportive
interpersonal relations, for example) are achieved with an appropriate frequency, we
may speak of fulfilled needs or met needs. If the ends involved are not sufficiently
met in terms of quantity, quality, or frequency, then we may speak of unmet needs
or unfulfilled needs.

The terms "value" and "concern" can roughly be taken as synonyms for the
term "need" as defined above. All three concepts, along with many others (for
example, desire, wish, motive), refer to the fact that people want certain objects,
situations, or end-states. The situations or things that fulfill needs, values, or con-
cerns can be called "needed objects" or "valued objects" (or "needed/valued
situations") or "goods." Hunger is the need; food is the needed object or "good"
(in the economist's terms). This distinction is extemely important because it is very
quickly ignored in discussions of human services and human needs. Too often those
in control of powerful service bureaucracies assume that provision of a valued or
needed object is the same as satisfaction of the need itself. Not so. Provision of
food through a food stamp program or health care through Blue Cross-Blue Shield
reimbursement arrangements does not mean that all or even most people with the
corresponding need have access to the needed object or situation and/or are satisfied
with what they receive.
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So defined, there can be an almost infinite variety of needs, corresponding to the
desires of individuals for all manner and varieties of objects, situations, services,
experiences, and so forth. But, like anything else, similar specific needs can be clas-
sified into broad categories of general needs. For present purposes, we need to find
an adequate general categorization of needs that can accommodate most of the
needs of most of the people for most of the time.

In fact, the foregoing suggests how we might for present purposes define "public
needs" by contrast with "private needs." Public needs may be defined as those
human needs that represent broad categories of general needs which characterize
substantial numbers of the population of a territory (whether a neighborhood, city,
SMS A, state, region, nation, continent, or the world as a whole). Private needs
would be the residue of human needs that are highly specialized and limited in their
application to only a very small portion of the population. Obviously there is a
sliding scale involved, with the actual dividing line between public and private needs,
in the sense just defined, and its application being a matter of both empirical and
theoretical dispute. The dividing line will also vary over time and according to the
territory and population being considered.

In any event, the crucial defining characteristic of public needs is that they are
human needs or values that many people have in common. This does not mean that
they must characterize everyone, let alone be unmet needs for everyone. It is
sufficient that a substantial number or proportion of people (perhaps 25 percent in
smaller populations, or as few as 10 percent for the U.S. as a whole, which would
be about 21,000,000 people) have the need for it to be important. And to say that
a human need is a public need does not necessarily imply that government agencies
at one or another level are automatically responsible for its satisfaction. To
designate a need as a public one merely means that its satisfaction should be of
broad concern to those interested with social policy and the institutional mech-
anisms of need satisfaction, whether philanthropic or otherwise. Nor does the
presence of a public need mean that it is unmet; this is another question.

Because public needs are by definition so widespread and common to many
people in a population, they usually become the focus of broad public attention.
This is in contrast to very narrowly defined or specialized private needs that
characterize very few people and hence are seldom the focus of broad public
attention, unless their satisfaction interferes with the satisfaction of public needs. It
is in this sense that public needs are to some extent "everybody's business," while
private needs are "nobody's business." (However, it is possible for a public need to
be relatively obscure if people in general are relatively unaware they share the
need.) Our highly developed interdependencies on each other in modern society
necessitate our joint and mutual consideration of institutional satisfaction mech-
anisms for any needs that characterize substantial numbers of our population,
irrespective of whether we personally find these needs good, bad, or indifferent. The
point is not that public needs are necessarily "good" or "right" in some higher
ethical or religious sense, but that public needs are simply there, they exist and
cannot be ignored with impunity.

Note that the present approach to human needs is an open-ended and essentially
empirical one. It allows for changing needs over time and variations among the
needs expressed by different populations. By the same token, this approach does
not begin by assuming that certain needs are "better" or more important than
others. There is clearly a hierarchy of needs present in most individuals and
populations, perhaps all. But what this hierarchy is remains to be determined
empirically for a given population, just as the distinction between public and private
needs also remains to be empirically determined. There is also clearly some conflict
among different public needs, but this also is a matter that can largely be de-
termined empirically, since the degree of conflict depends very much on how
strongly two logically opposed needs are each held, and on what tradeoffs and
compromises are possible.
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Though we need make no assumptions about hierarchy or conflict of needs, we
do for present purposes have to make some assumptions about what a relatively
small set of basic public needs might be. Such assumptions are not made in a
vacuum or arbitrarily, however. We have as a basis for making these assumptions the
work of anthropologists, sociologists, psychologists, and other social scientists and
philosophers, including the more recent work in the field of social indicators. Any
set of basic public needs is going to be criticized for both sins of omission and
commission, yet we must start somewhere and let a broad participative discussion
and data-gathering effort on the subject lead where it may.

To duck this crucial question of what a basic list of public needs might be is
simply a "cop out." It would have the principal effect of letting some implicit or
covert list of basic public needs rule the day, without open public discussion of
what these needs might or should be. The following list is therefore offered in the
spirit of inquiry and suggestion, rather than as a chiseled-in-marble finality. We
would argue that the list is small enough to be graspable as a whole, but large
enough to do justice to all of the basic public needs of human beings. Each of the
categories of need is a broad one, naturally, encompassing many related sub-needs.
In this sense, the list could be almost indefinitely expanded by separating and giving
independent status in the list to various needs now classed together. This kind of
expansion can be done when, as, and if necessary for specific purposes. The more
important question is whether anything basic to human needs is left out entirely
and cannot properly be fit into one or another of the present categories. We would
argue that nothing has been left out if the categories are properly interpreted. We
would also argue that each need in the present list merits independent status.

One final point of a general sort to be made is that the list below does not
assume that any particular mechanisms for the satisfaction of human needs are part
of basic public needs. The question of whether and to what extent we need
hospitals, schools, governments, voluntary organizations, businesses, or even families
is left open for the moment. Each of these can be seen as mechanisms aimed at the
accomplishment of one or more of the basic public needs (and to a lesser extent
private needs). But there is clearly great variation among cultures and through time
regarding which institutional mechanisms relate to what basic public needs. In fact,
this question of what institutional mechanisms relate to basic public needs and how
they do so is precisely the issue to be examined here and that should be taken as
basic to the entire Filer Commission endeavor. We cannot hope to examine the issue
fully, however, if certain mechanisms for public need satisfaction are assumed at the
outset to be both necessary and sufficient for the satisfaction of particular public
needs. This would beg the question at issue.

Here, then, is the list of basic public needs we suggest.

II

BASIC PUBLIC NEEDS

Physical and Mental Health

Preservation, restoration, and enhancement of health through the avoidance or
overcoming of all manner of potential health problems, from accidents and anxiety
to suicide and venereal disease. As for all other basic public needs, the need for
health is related to other basic needs, and particularly to economic well-being. Aside
from giving a long list of health problems and disorders, the best way of describing
the sub-needs under health is to indicate the major kinds of activities fostering
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health in various ways, as follows: positive health maintenance (including exercise,
proper diet, carefulness, positive mental outlook), public health education and
information dissemination, health specialty and professional education, chronic
health problem prevention (including sanitation, immunization, accident prevention),
health-related referral, health crisis prevention (for example, counseling at critical
health junctures in a person's life), health problem treatment, special health support
systems (including rehabilitation, special training, respite care), health-related
financial support, health problem insurance systems, health system accountability
and client advocacy, coordination of health-related resources, research and analysis
on health-related matters.

Economic Weil-Being

At the most basic level, economic well-being refers to the need for adequate
food, drink, shelter, clothing, sleep, air, and other objects or situations directly
related to physiological needs of human beings. Lack of any one of these basic
aspects of economic well-being leads directly to health problems. However, there are
many additional economic needs in a complex modern society like ours, for these
basic economic needs are satisfied by a complex system of interlocking mechanisms.
Thus, some additional aspects of economic well-being would be adequate trans-
portation, availability of appropriate employment, economic security, adequate
satisfaction of some consumer desires beyond basic necessities, adequate income,
consumer protection, and the balance of economic growth with resources and other
needs. The issues of equity and equality of opportunity in regard to economic
well-being must also be raised here. More than for any other need in the present
list, the need for economic well-being is closely related to nearly all of the other
public needs in the list. It deals with both the basic questions of physiological
survival and the availability of resources that permit other needs to be satisfied to
varying degrees. This need for economic well-being is also crucial because control
over economic resources translates directly into power of all other kinds.

Justice, Security, and Freedom

Justice includes not just the negative aspects of security of persons and property
from unjust harm or seizure, the need for public order, social control, regulatory,
judicial, penal, probation, and rehabilitation activities. Justice also includes the
positive aspects of protection of equity, human rights, civil rights, individual and
collective freedoms. The roots of justice as a need lie not in mere conformity to
enacted or customary laws, but rather they lie in the felt concerns of human beings
for the public interest and for individual equity/human rights. These concerns are in
turn rooted in religious, philosophical, and moral views. Justice is also crucial to the
satisfaction of any of the other public needs. In a sense, it is the preeminent public
need since the achievement of justice ultimately involves the use or threat of force.
And the use or threat of force can override, at least temporarily, all other consid-
erations. When this occurs, as in the Stalinist or Nazi reigns of terror, basic survival
needs (health and economic well-being) overcome the need for justice and the other
needs. People do what they must to survive. Only the power or control aspect of
justice is emphasized, not liberty, equity, or the public interest. Thus, if we the
people do not look out for justice in its broadest sense, we shall not be able to do
much about our other needs. Once lost, freedom and civil rights are terribly dif-
ficult to regain.
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Education and Communication

The sharing of what is known, either directly or through some communication
medium, and whether to single individuals or to sets of individuals, is a basic public
need of long standing. The education-communication need includes the content of
preschool, elementary, secondary, and higher education, as well as continuing and
adult education, informal education, religious education, parental socialization, and
general public education and information dissemination through the mass media, the
mails, public lectures, discussions, and so forth. An informed people are generally
better able to foster justice, economic well-being, health, and the other needs in the
present list. Education and communication are thus basic enablers, just as the
preceding needs have also been, Where education shades over into sheer communica-
tion of information is unclear, so both are treated as part of the same need.

Science, Technology, and Inquiry

Curiosity, the need to know more about our world and the way things work
(and can be made to work better) is one root of our need for science, technology,
and inquiry. Another root is the role science plays in enhancing our ability to serve
other needs. While not so widespread, or salient, perhaps, as some of the other
public needs in the present list, the need for science and inquiry is nevertheless
quite widespread if presented in its broadest sense. The real areas of conflict have
more to do with relative support for "pure science" versus more practically and
immediately useful inquiry, whether dignified by the name of science or not. If the
present need is put to people as, "Do you feel a need for having some people in our
society trying to find out more about how things work so that our lives can be
improved?" more agreement will be found than if the case for "pure science" is put
to people. Just as the role of capital investment is crucial in increasing economic
well-being and productivity, so also is the role of science crucial as an investment in
increasing our knowledge; and in turn, increased knowledge is crucial in dealing with
many of our other needs such as health, education, justice, economic well-being,
environmental balance.

Even if the generalized public support for science and inquiry in the broadest
sense is limited, such support is still likely to be sufficient in terms of our earlier
definition of public need to justify inclusion of this need in the present list. An
alternative justification can also be found in the economists' concept of collective
goods, goods that can be shared by and consumed by many people simultaneously.
Unlike the private goods that the business sector primarily produces and allocates,
public goods are principally the concern of the government (public) sector and the
voluntary, philanthropic sector. Science is a prime example of a public need whose
satisfaction mechanisms constitute a collective good. However, we would resist the
tendency to equate our list of public needs here with the usual economists' list of
collective goods, since this would be restrictive of the present inquiry process. Some
of the public needs we list may be satisfied by private goods (for example, various
aspects of economic well-being) and some will be satisfied by public goods, in the
technical sense of economists. And needs are not the same as goods in the economic
sense. (See James Buchanan, The Demand and Supply of Public Goods, Chicago:
Rand McNally, 1968, for a general discussion of the theory of collective goods.)

Religion, Philosophy, and Idealism

The need for religion in the broadest sense reflects a concern for the ultimate
value and meaning of human existence in the universe. This need must be
interpreted broadly to include not only worship, religious education and missionary
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work of the traditional theologies and religions, but also the newer and sometimes
secular philosophies, ideologies, moralities, and world views. Whether old or new,
these ideologies all speak to the human condition and to the problems of what is
good, right, valuable, and worth doing. In this sense they all represent different
approaches to idealism as it applies to human behavior and human ends. As such,
they all reflect in some way a concern for altruism and the public interest.

Peace and Social Integration

Perhaps it is overly hopeful or optimistic to include peace and social integration
in a current list of public needs, yet recent empirical studies of the attitudes of our
people toward war and conflict generally bear out the inclusion of this public need.
Human beings everywhere probably respond more deeply to the long-term need for
peace and social integration than to the counter-need for war and social conflict.
The sub-needs under the present heading would include the needs for mutual under-
standing among different peoples (whether they are different in geography,
nationality, race, ethnicity, language, age, sex, religion, politics, economic status, or
whatever), for mutual respect, mutual acceptance and recognition, as well as for the
more negatively phrased needs for prejudice reduction and conflict reduction, and
the finding of constructive outlets for agression, anger, hate, and fear.

Esthetic Experience, "Culture," and Entertainment

The need for esthetic experience, like other needs in the present list, is often
very narrowly interpreted in order to serve the special interests of particular groups
or institutions. As we would define it, esthetic experience refers to the creation,
re-creation, or enjoyment of beauty in any of its numerous forms — the expe-
riencing of objects, events, or situations that directly bring sensory and perceptual
pleasure. We add the term "culture" only because many people narrowly identify
this term with esthetic experience. In fact, the use of the term "culture" tends to
involve the rather elitist and "more-sophisticated-than-thou" attitude that some
forms of esthetic experience are intrinsically "better" than others. Such an attitude,
while comforting to its possessors, generally reflects customary social preferences
rather than clearly demonstrable differences in "intrinsic merit."

Thus, the public need for esthetic experience as used here includes not only the
performing and plastic fine arts and literature, but also folk art, popular art, folk
and popular music, decoration, movies, popular books and magazines (especially
fiction), much of TV and radio programming, recordings, handicraft objects, esthetic
enjoyment of nature, and even sexual pleasure. In short, the need for esthetic
experience includes the full range of objects, situations, and events that bring direct
sensory and perceptual pleasure. Such experience includes both what some would
call "true culture" as well as what they might call "mass culture" and mere
"entertainment." Hence we recognize differences in esthetic tastes without arguing
for any absolute hierarchy of tastes.

Leisure and Recreation/Relaxation

This need is in part a residual category, since several of the other needs in the
present list refer to activities that take place in what is technically discretionary or
leisure time. The present need for leisure and recreation/relaxation includes a variety
of both passive and active, collective and individual ways of spending time plea-
surably in pursuit of sports, games, hobbies, or simple relaxation. This category of
public need shades over into the former category of esthetic experience, on the one
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hand, and over into the next category of emotional expression and interpersonal
relations, on the other hand. The emphasis in the present category is on doing
something enjoyable that is not directly involved with perceptual pleasure and
beauty, or on doing nothing much at all as a form of enjoyment.

Emotional Expression and Interpersonal Relations

This need is so basic to human beings that many people either ignore it or take
it for granted. Yet in highly urbanized, anonymous, alienated, mobile, modern
society it cannot be ignored, any more than it could be in earlier times. The need
for emotional expression and interpersonal relations is a recognition that humans are
social beings who need love, affection, friendship, fellowship, interpersonal commu-
nication, and the opportunity to share feelings and perceptions directly with at least
a few other people. There may be marked variations in how much people need
other people and how closely people relate to others emotionally, yet the fact
remains that true hermits and catatonics are very rare. People need people.

Participation, Involvement, Efficacy, and Power

Another neglected public need is the need for participation and involvement in
societal decision-making processes. We find today greater levels of alienation in our
population than ever before, an almost total disaffection from the major institu-
tional bureaucracies and power structures of our society. Such alienation is only
surprising to those who are unaware of the widespread human need to have some
power, efficacy, and involvement in the decisions that affect one's life. We all need
to feel that we can have some influence over our basic living and working arrange-
ments and the satisfactions/dissatisfactions that flow from them. This need for
participation and involvement can manifest itself not just in traditional political
processes but also in economic and business contexts, in matters of consumption, in
family matters, and in voluntary action and interpersonal relations. In many dif-
ferent contexts we need and want a "piece of the action" — a sense of making a
difference and sharing in power.

Ecological Balance and a Decent Environment

The underlying need to bring ourselves into better balance with nature and oiir
natural resources is only slowly gaining widespread public recognition, but the more
obvious symptomatic needs for pollution reduction, natural-area preservation, energy
conservation, population control, improvement of urban and rural environments,
adequate solid waste disposal, recycling, and so forth have already reached a high
degree of public awareness. We are endangering ourselves as a species on our
"spaceship earth" by many of our current practices involving natural resources and
the natural environment. Some of the pollution processes and other natural changes
we have set in motion can become and are near to becoming irreversible. If we do
not pay increasing attention to solving the problem of ecological balance, we may
not have any other needs to consider as a species.

Social Welfare and Social Services

This public need is also somewhat of a residual category. It refers to the mul-
titude of special services that do not clearly fall into other public-need categories
but that characterize substantial numbers of people. Defined more positively, social
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welfare includes the need for general counseling and referral for people with family
or other problems, emergency provision for economic well-being in times of per-
sonal or family crisis, assistance to migrants and immigrants and travelers, adoption
services, and aid to unwed mothers and runaways. These highly varied examples
have in common the fact that the members of some category of persons are facing
serious problems and dissatisfactions because of their social situation.

One might say that the need for social welfare is most broadly the need for help
from other people as a result of some kind of essentially social distress — a disloca-
tion or lack that is the result of existing social pressures, demands, and mechanisms.
Yet many of the needs and activities that are often classed in this category can be
better fit elsewhere (for example, friendly visiting and big brother programs might
better be classed under the need for emotional expression and interpersonal
relations; special language programs for non-speakers of English might better be
classed under education and communication; youth programs might better be
classed under leisure and recreation). The tendency to stretch the limits of the
category of social welfare as a public need may in part be attributed to the desire
of professionals in the field of social work and social welfare to define as broad and
important a field for their work as possible. It is also true that the present category
naturally shades over into various other categories, and is in some ways interdepen-
dent with them.

Social Change and Adaptation

More than ever before there is a need to sense, design, experiment with, evaluate,
advocate, and adapt to social change. Things are changing so fast that we are all
suffering from "future shock." Yet most people are dissatisfied with at least some
of the ways in which things are currently done. Many people are dissatisfied with
many aspects of current social arrangements and mechanisms for the satisfaction of
public and private needs. In this situation there is a need for improving our
productivity of, and sensitivity to, the potentials of social inventions and
innovations. There is a need for greater flexibility in dealing with innovations and
change. We need ever more effective "feedback systems" to tell us what is working
well and what is not and why. This means we need widespread social monitoring of
a sort that can point out when "the emperor has no clothes" (as was the case with
a recent "emperor," we may recall). We especially need people and groups who are
courageous and creative enough to advocate effectively change in the public interest,
change in the direction of satisfying more fully all of the foregoing kinds of public
needs.

This is not to say that all social change and all social inventions are good or in
the public interest. But those changes and inventions that are clearly in the public
interest and that will help fulfill unmet public needs should receive our whole-
hearted support. Those people and groups who create, advocate, or implement such
changes should be supported and respected rather than resisted and shunned, as is
so often the case. The dominant organisms on this planet are by many measures the
insects, and they have achieved their dominance by their collective ability to adapt
quickly and effectively to change and to available opportunities for survival through
genetic mutation and rapid breeding. Our own species cannot depend on rapid
breeding and genetic mutation, yet we must also adapt quickly to change and
survival opportunities if we are to make it. We stifle creativity and social invention
only at our mortal peril.
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international Perspective and Relations

It is increasingly a small world. What happens anywhere increasingly affects what
happens somewhere else — in another country or even continent. We are increas-
ingly dependent on other nations and their people and institutions for the satisfac-
tion of our own basic needs. There is no sphere of public needs that is untouched
by international (or at least transnational) dependencies and implications.

Therefore, we have a public need to develop, maintain, and enhance an inter-
national perspective on everything we do. We need to think how our own physical
and mental health are linked to that of other nations, how our own economic well-
being is internationally linked, how our own achievement of justice-security-freedom
is linked internationally, and so forth. Once such links have been explored, we can
then seek more optimum relations with regard to other nations, their people and
institutions, in terms of our attempts to deal with each of our public needs.

To state the public need for international perspective and relations does not
imply that we need either to control or be controlled by any other nation or set of
nations. We simply need to take careful account of our international connectedness
and act accordingly in advancing the satisfaction of all other public needs.

Ill

VALIDITY OF THE PUBLIC NEEDS LIST

Given the foregoing set of public needs as hypotheses or suggestions, how could
we confirm or disconfirm their relevance and validity? There are several ways of
doing so, but one way in particular has, in our view, special validity.

One way would be to take an adequate poll of those persons officially involved
in the Filer Commission, but the clearly unrepresentative nature of the latter group
would render such a poll not necessarily useless (as a sample of elite opinion)
though certainly of doubtful validity for our society as a whole. Another way
would be to take some kind of adequate poll of organizations, institutions, and
groups knowledgeable about (but doubtless with a special vested interest in) the
various needs and values included. This approach makes no provision for objectivity
and almost guarantees that any needs included will be validated by the correspon-
ding organizations concerned with them. The "deck can be stacked" against or for
particular needs in the list being tested simply by including or excluding the
appropriate organizations or individual representatives with the relevant vested
interests. For instance, if one fails to poll environmental organizations about the
public need for ecological balance or to poll peace organizations regarding the need
for peace, but includes educational organizations on the subject of education and
health organizations on the subject of health, the results are clearly biased.

It would seem that the foregoing two inadequate approaches to determining
public needs have so far been taken on the whole by the Filer Commission, using a
more limited list of needs than the one suggested here. It is not much of an
improvement to include token attention to the so-called "Donees" and social
action/change oriented groups, although such an action is at least a step in the
direction of broader representation of thought and values and needs.

Another approach to validating a list of purported public needs is to leave the
task completely to "the experts" — economists, sociologists, psychologists, lawyers,
and so on. If experts can agree (which they seldom do, of course) on the appropriate
list of public needs, this will be a sufficient validation some will say. This at least
has the positive feature that "experts" are supposedly objective and have "in
theory" no vested interests in particular needs or mechanisms for satisfying them.
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But this "theory" of objectivity is false and self-serving. "Experts" are people like
anyone else and have a variety of specialized need preferences, vested interests, and
connections with institutional mechanisms that provide rewards for certain kinds of
endeavors and punishments for others. Would it be any surprise if the "experts"
concluded that science and education were the foremost values, or at least of much
greater importance than the average person might think?

This is not to say that experts in various fields have no objectivity or that they
can make no contribution to the present endeavor; far from it. We are merely
saying that experts are not representative people and have special biases and vested
interests of their own. There are, it seems, at least two ways in which experts in the
social sciences and professions can make useful contributions to the present problem
of validating a list of public needs. On the one hand, they can provide empirically
grounded theories regarding the importance of certain public needs to our individual
and collective welfare and quality of life. Examples of this would be the work of
economists on the nature of collective goods, the work of sociologists and others on
the components of quality of life, or the work of psychologists on the pattern of
human needs and values. On the other hand, experts can be very helpful in
providing methods for developing lists of public needs (or their sub-components)
and for validating these lists empirically through surveys and studies of public
preferences, attitudes, beliefs, and behavior.

We would argue that the list of public needs presented earlier draws on the
various theories of relevant experts regarding human needs and public needs in
particular. Naturally, it will not find general agreement among the experts on this
score, since it was created by a single person rather than through some kind of
participative consensus process. But it may serve well as a starting point for future
work, drawing on most major schemes regarding quality of life and public needs.
More comprehensive and participative public need derivation processes can be
followed if enough people have the will to do so. So far this issue has been
generally avoided or dealt with implicitly and off-handedly by the participants in
the Filer Commission's study process.

But the empirical side of the present list's validity from the standpoint of experts
remains to be tested specifically. What is needed is a representative survey of the
opinion of the American people on the importance of the particular public needs
suggested, with other alternatives offered and write-ins allowed. Lacking either the
funds or the time now for such a study, we must be content with the knowledge
that prior studies of representative samples of Americans both nationally and in
smaller territorial units have shown all of the listed public needs to be important to
some substantial degree. A review of recent polls and surveys will make this clear to
anyone interested. (Time and resources available prohibit a detailed review of the
data here.)

In sum, the presently suggested list of public needs has some validity in terms of
prior theoretical (conceptual) work as well as prior empirical work of relevant
experts in the social sciences and professions. But a full empirical testing of the
specific present list against the expressed needs and values of the American people
awaits the time when those with the resources to support such a study decide to
have it done properly. Similarly, a more participative and deliberate process of
derivation of an alternative and "better" list also awaits adequate financial support
and legitimation. In the meantime, the presently suggested list of public needs has
the virtue of doing greater justice to the range of human values and needs than the
more limited and largely implicit list used by the Filer Commission. Therefore, we
shall use the present list to critique any interpret what has been done so far by the
Commission, with the ultimate aim of constructive criticism in the public interest.
Whether and to what extent we approach this aim will be open to discussion and to
the judgment of anyone interested in the process.
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Relation to Implicit Filer Commission Public Needs List

It is difficult, and perhaps to some degree unfair, to speak of a "Filer
Commission List of Public Needs" for comparison with the present list, since no
such "official" list has to our knowledge been produced. But this is an important
part of the problem we have with the Commission so far. Without such an
"official" list, an implicit and unofficial one has been used to guide research and
the study process. We shall attempt to describe this implicit list here and then
critique it in terms of our list, to show what is left out and what the implications
are.

We have inferred the implicit Filer Commission public need list from four main
approaches. First, we examined the "subject areas" noted in the Commission
brochure. Second, we have examined the titles of the studies officially
commissioned by the Commission. Many of them refer to public-need areas such as
health, education. Third, we have examined the "categories of philanthropy" used
in a number of the reports. Fourth, we have examined the internal structure and
content of the commissioned reports on apparent public need areas. The difficulties
of inference are compounded by the tendency in many cases for need areas not to
be defined in papers, beyond a simple listing of some mechanisms for satisfaction of
the need plus an assumption that the common sense meaning of the need is clearly
understood. A related difficulty is the tendency for several Commission papers to
confuse needs with need satisfaction mechanisms (that is, health versus hospitals,
education versus schools) and to confuse needs with unmet needs.

Our inferred list of implicit public needs as so far seen by the Filer Commission
is as follows: health, education, science, religion, culture, environment and conserva-
tion, social welfare, public-civic affairs, and international activities. There is mention
in a few places of communitywide activities, but these are never clearly defined
conceptually nor is there any study paper of the Commission that deals with them
at length, let alone exclusively. The category vaguely refers to needs that in our list
are termed leisure and participation. However, the lack of detailed and intensive
study of communitywide activities, whatever they are, leads us to exclude this
category from the "Implicit Filer Commission Public Needs L is t "

There are at least three useful kinds of comparisons that can now be made
between the Implicit List and our Explicit List given earlier: (1) needs included
with similar range of meaning, (2) needs included with broader or narrower range
of meaning, (3) needs essentially omitted or ignored in the Implicit List.

1. Similar needs included in both lists: There is only one need that is essen-
tially identical in the two lists, namely, health, though even here there are several
sub-needs in the health category that receive little attention in study of the health
need.

2. Broader/narrower needs included in the implicit list: Many of the needs in
the two lists appear to be roughly similar and overlapping, yet the pertinent dif-
ferences in breadth are very important and illuminating. Such differences amount to
subtle omission and downgrading of the importance of certain needs or sub-needs
(more detailed component needs relevant to the broader need category). Let us see
how.

The Implicit List deals with education, but little attention is give to communica-
tion. The latter term is included as a sub-need under education in The Council on
Foundations' report, and the mass media and libraries are referred to occasionally
elsewhere. But the general questions of mass media, publications, information
systems, public education, propaganda, secrecy, privacy, and access to information
and communication mechanisms/media are not dealt with adequately by the
Commission study process. This is true both for the definition of the need, study of
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the mechanisms for its satisfaction, and evaluation of how well the need is met in
general and specifically by private philanthropy.

The Implicit List deals with science, but the related aspects of inquiry in the
humanities are misplaced in the "culture" category. This confuses the creation or
enjoyment of esthetic experiences with scholarship and inquiry in relation to the
humanities and arts. The narrow definition of "science" used also tends to ignore
the very important role of various kinds of policy analysis and interpretation of
social, political, economic, and other issues that are needed in society and often or
usually performed outside the usual institutions of "science." Hence, again, narrow-
ness and confusion in public-need definition tends to lead to compounded
inadequacies of coverage when consideration is given to need satisfaction
mechanisms and to how well the need is satisfied.

The Implicit List deals with religion, but not the related aspects of philosophy
and idealism. Hence, the important roles of secular popular philosophies, ideals,
ideologies, and moralities are almost totally ignored. Have the Commission members
never heard of The Greening of America, The Making of a Counterculture, and
similar books that express and analyze whole new (and largely secular) philosophies
of life that touch or even guide the lives of millions of youth and adults? Why are
only the very established, older religious bodies in this country examined at the
level of need satisfaction mechanisms? Where is there any attention to newer
organizations in this country, such as Hare Krishna, the Black Muslims, "Jesus
Movement?" Narrowness of definition of the public need for religion leads to nar-
rowness in consideration of mechanisms and of how well the need is met by various
mechanisms.

The Implicit List deals with culture, but this is both too narrow and too broad,
in different ways. As noted above, the need for inquiry into areas of the humanities
and arts belongs in the science-inquiry category, not in culture. More importantly,
use of the term "culture" or even the phrase "arts and humanities" is both unjus-
tifiably elitist and inadequately narrow as a public need. The public need is actually
much broader, we argue, encompassing what some call "culture" but much more
besides in the way of esthetic experiences (our preferred, wider term). Hence, again,
definitional inadequacy leads to narrowness of scope of inquiry into satisfaction
mechanisms to meet the broader need. For instance, the whole range of folk and
popular music or dancing is essentially ignored, as is the relative satisfaction of
esthetic needs by such experiences in contrast with ballet and "serious music." If
the public need for esthetic experiences is defined as narrowly as the term "culture"
usually implies, how can anything even vaguely adequate be done by way of objec-
tive inquiry into the role of philanthropy in meeting the public need?

The Implicit List includes the public or civil affairs need, but with a very broad
catch-all kind of definition. The Mavity-Ylvisaker paper on public affairs is perhaps
the best paper the Commission has so far produced in regard to defining clearly any
of the public needs it is studying. They define public affairs in terms of four compo-
nent purposes (but fail to offer a conceptual, connotative definition of the general
category): (1) "improving the processes and competence of government,"
(2) "helping to define and clarify public issues," (3) "helping to ensure the rights
and participation in government and society of all members of the public," and
(4) "improving the responsiveness of the private sector to public needs." These are
all very important purposes or sub-needs. However, they hang together in only the
loosest sence. In our terms, purpose 1 is a basic part of both the participation need
and the social change need; it serves both, but exhausts neither category.
Purpose 2 is a critical aspect of socially relevant science and inquiry. Purpose 3 is
an aspect of our justice category, and purpose 4 is part of both social change and
justice ("in the public interest").

The major inadequacy of having a catch-all public affairs category of public need
(aside from its intrinsic looseness and lack of a conceptual and functional defini-
tion — one that would tell us why a certain four component purposes and only
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these purposes have been included) is that it gives the impression of dealing squarely
with the critical social issues, needs, and values of our time without really doing
them justice. In doing so, it deflects our (and the Commission's) attention from the
more critical and broader underlying public needs for participation, science and
inquiry applied to social and public issues, justice in its fullest sense of protection
of civil liberties and equal rights, and social change applied to all our institutions
insofar as they fail to serve public needs adquately.

In short, the public affairs category of public need (as Mavity-Ylvisaker define it)
is far, far better than nothing on the corresponding underlying public needs in the
Explicit List, but fails to go far enough to do them justice. Mavity and Ylvisaker are
to be commended for tackling these issues at all in the Commission study process,
for highlighting the fact that only a few years ago did philanthropy in the
embodiment of foundations and major giving even begin to use a public affairs
category in their reporting.

Nevertheless, the limitations in definition of the public affairs need category lead
to problems in reviewing all relevant satisfaction mechanisms and in determining
how well they do their work. These problems of definition markedly affect the
ability we have to assess the role of philanthropy in these areas, for instance.

The Carey paper on "Philanthropy and the Powerless" is another important
attempt to deal with the public affairs need. There the problem is still that several
different public-need elements are being put together into a catch-all "common
sense" category that approaches but does not quite face the key underlying needs.
The powerless and disadvantaged are in general those people who receive the least
satisfaction of any needs and have most of their public needs unmet. It is
important to point this out and to describe how some philanthropic groups have
tried to deal with different unmet (public) needs of the powerless, as Carey does.
But we argue that the underlying public need for justice (especially equity and
equal rights and opportunities), economic well-being, participation, peace and social
integration (the latter particularly), and social change must be dealt with in their
own right. Then one can look carefully and comprehensively at their corresponding
need satisfaction mechanisms, and examine how well each need is met for different
population segments (especially the powerless and disadvantaged) by the existing
mechanisms, including philanthropy broadly defined. In sum, the Carey paper, while
extremely helpful in representing the giving of philanthropic money to the "have
nots," also does not adquately come to grips with or define the public affairs need
or the other, more basic underlying needs it touches on from the Explicit List.

The Implicit List deals with environment and conservation, but does not pay
adequate attention to the correlative essential aspect of ecological balance. Works
like "The Limits To Growth" make it clear that we must completely rethink our
approaches to resource and energy use, recycling, and economic growth. Dealing
with these issues in theory or practice will necessarily seem very threatening to
many Commission members and millions of other people who represent institutions
with vested interests in the theory and practice of "unlimited economic growth."
But this is no excuse to neglect the ecological balance aspect of the public need in
regard to the environment. Like most foundations, the Filer Commission apparently
prefers to focus on the safer conservation aspects of the environmental need, while
downplaying the ecological balance and (to some extent) the environmental
advocacy aspects. As usual, this narrowness of definition has serious biasing effects
on the scope of inquiry into need satisfaction mechanisms and how well the need is
met, highlighting the role of philanthropy.

The Implicit List deals with social welfare, but defines it entirely too vaguely and
broadly. Like public affairs, the social welfare category is very much a catch-all for
the Commission papers, defined more by listing components than by a conceptual
statement of how or why these particular components are or should be included.
Hence, there are some basic public needs that are downplayed as mere components
of the vague social welfare category when they really deserve independent and
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primary attention on their own. This is particularly true for the Explicit List public
needs that we term economic well-being, justice, leisure and recreation/relaxation,
and emotional expression/interpersonal relations — all of which tend to be included
in part as mere components of social welfare.

Such an approach is unjustifiable. It obscures the critical underlying needs and
their importance in their own right It is equivalent to a map of the U.S. that
demarcates two areas only — your own state and "the rest of the U.S." — instead
of mapping all the states. There are the usual implications for inadequate subsequent
attention to mechanisms and satisfaction levels in the realm of social welfare. The
lack of a clear conceptual definition of the central core of the social welfare need
also means that this part will only be incompletely studied.

The Implicit List deals with international activities, but with inadequate attention
to the fact that there can be and are international aspects of all the other public
needs. The Filer Commission paper on international activities (by Yarmolinsky)
makes only a very weak attempt in the direction of the necessary broad definition
of this category. As a result, the scope of concern for relevant need satisfaction
mechanisms is very narrow, and there is little or no attention to how well the range
of mechanisms meets the range of component sub-needs. To give a glaring example,
there is essentially no attention at all by Yarmolinsky to international activities in
regard to peace and social integration (and the corresponding institutional
mechanisms of transnational cultural exchange).

3. Needs neglected or ignored by implicit list: There are seven major public
needs in our Explicit List that are either neglected or ignored entirely by the Filer
Commission Implicit List. The most that can be said for the Filer Commission
approach in these realms is that fragments of some of them receive some significant
attention in the papers on public affairs and on the powerless, and to a lesser extent
in some papers dealing with social welfare. This level of attention is quite inad-
equate, however promising a start.

The Filer Commission Implicit List of public needs does not deal adequately
with the vital needs for economic well-being; for justice, security, and freedom; for
peace and social integration; for leisure and recreation/relaxation; for emotional
expression and interpersonal relations; for participation, involvement, efficacy, and
power; and for social change and adaptation.

This neglect has very serious implications for the validity of the whole Filer
Commission enterprise. It suggests the possibility of deep-seated and systematic
biases on the part of the Commission itself, its advisors and staff. It implies clearly
that to the Commission, these needs are not public needs of widespread importance.
This Commission stance may be a result either of their being out of touch with
current realities or of their desire to avoid focusing on potentially "hot" or
"touchy" subjects, or both.

Whatever the origins of their earlier neglect, the Commission must now come to
grips directly and in-depth with these neglected public needs if its overall conclu-
sions and recommendations are to be credible and valid. Expanded attention must
be similarly given to the narrowly defined needs. The results of further work on
these neglected needs must be factored in at all levels to the final report, conclu-
sions, and recommendations.

Relation to Filer Commission Final Report and Recommendations

If the foregoing is not enough to suggest bias and the need for filling in
numerous gaps, a glance at the final report outline and content supplies additional
confirmation. All focus on public needs/priorities and all focus on the evaluation of
how well these are met by philanthropy seem to have vanished. The focus is almost
exclusively on the mechanisms or institutions for need satisfaction, specifically on
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the philanthropic sector. This approach assumes implicity that current philanthropic
activities in general address all public needs adquately with proper relative priorities
among them so that all people are optimally satisfied. It assumes that the only
problem is to "o i l " the system a bit to make it do more of the same.

Such an approach is clearly inadequate. The final recommendations must deal
explicitly and expertly with the full set of public needs, not just the limited
Implicit List. Now the report deals with neither list of needs. In dealing with public
needs, the final report must clearly define a full and adequate list of public needs,
discussing their derivation and importance. It must deal with the relative priorities
among and within these broad need categories, paying attention to interdepen-
dencies among various needs (or need sub-components), so that optimal satisfaction
of the whole set of public needs can be sought.

We would now define "the public interest" in general as "that which facilitates
realizing optimal satisfaction of an adequate set of interdependent public needs."
Thus, working to accomplish any single or small number of public needs to the
neglect of other basic public needs is not in the public interest (for example, over-
emphasizing environmental concerns to the neglect of economic well-being — or vice
versa). The final report of the Commission pays no attention at all, presently, to this
crucial matter of optimizing the realization of a whole set of often conflicting, and
nearly always interdependent, public needs.

Thus, by the definition stated above, the present Commission report and its larger
enterprise is not really in the public interest until and unless it takes proper account
of a broader and more complete list of public needs, their interrelationships, and
their relationships to need satisfaction mechanisms and the actual satisfaction of
people in general. At present, the focus is only on certain public needs, not in inter-
relation to each other and not in clear relation to all relevant types of need satisfac-
tion mechanisms nor in relation to how well these needs are satisfied by the various
mechanisms, including philanthropy of all kinds.

We hope this situation will be remedied in the public interest prior to issuance of
the Commission's final report and prior to the termination of the underlying study
process. Failure to do so can be interpreted as biased and self-serving.



PHILANTHROPY AND THE POWERLESS

Sarah C. Carey '

"Not enough foundations are close enough to the critical and fundamental issues of
our society, not aggressively active enough on them, too distant from the controversies
that pervade our public discourse, not political enough, if you will. . . . When youth
organized to get out the vote the modest funds they needed were hard to get. Tenants
organizing to get decent housing, likewise. Innumerable organizations representing the
efforts of the least powerful in our society attempting to enhance their capacity to
bargain on less unequal terms in situations that require give and take look in vain to
foundations for significant help." (Remarks of David R. Hunter, April 22,1975, 26th
Annual Conference, Council on Foundations)

" I t is our belief that the primary value of foundations is to help keep alive and vibrant
society's supply of initiatives for desirable social change. When foundations do not do
this, they do not do their job, and they lose thereby their social utility. They exist to
experiment, to innovate, to critique, to aid the powerless, and thus necessarily to
involve themselves in social tension." (Field Foundation Report, 1968-1969)

"Foundation money is public money, temporarily at the discretion of semi-public
trustees or directors. It can be seen as a small means of redressing the woeful maldistri-
bution of U.S. wealth (especially when foundation money is supplemented by personal
funds)." (DJB Report, 1975)

"There is value in a foundation that responds to the felt needs of communities, invest-
ing in other people's sense of priorities and ideas rather than something we might
invent and initiate ourselves." (Wieboldt Foundation Report, 1973)

"In 1970, after 25 years of support for the humanities, the Foundation, in the words
of an advisor to the Foundation, dedicated its resources to 'loosening the grip the
inhumanities have held us in. ' " (John Hay Whitney Foundation Report, 1973)

"Haymarket's primary goal has begun to be realized — to get badly needed money to
grass roots groups working for broad-based social change, particularly to those groups
that either because of low visibility or activist politics would never hope to receive
funding from individuals or any other kind of foundation. On the one hand, it is
certain that, if Haymarket did not exist, the groups and projects would survive. Their
work would go on. The movement for social change won't stop because wealthy
people do not support it. But we can't be too cynical about our money. It can help
tremendously. It can make a difference." (Haymarket Foundation Report, 1974)

Introduction

This paper was commissioned by the Filer Commission to examine the role of
philanthropy in regard to "the powerless." The term powerless was not defined by
the Commission but was suggestive of minority groups, the poor, and others who are
considered the "outs" in American society. That definition was subsequently refined
to include the following:

Racial and cultural minorities (at certain times and under certain circumstances);
individuals who are institutionalized, are wards of the state (including children

•f Cladouhas and Brashares, Washington, D.C.

1109



1110

in certain instances and the mentally ill); individuals who have been or are being
abused by the state, such as prisoners and victims of official repression; the
economically disadvantaged (including the hungry, welfare recipients, "the
poor," migrant laborers); and individuals who should have access to political
participation but whose participation is denied by the corruption or rigidity of
the institutions they are trying to affect.

A more simple definition might be those who are trying to change the status quo in
favor of the disadvantaged.

The information that formed the basis for the paper was gathered through the
distribution of questionnaires to and the collection of reports from a select group of
foundations (those that consider themselves "activist" as well as a number of the
larger foundations); the distribution of a similar questionnaire to a select group of
grantees, each of which works with one or more of the groups encompassed in the
definition of powerless; interviews with a large number of additional people familiar
with churches, the corporate world,1 foundations, the United Way organization,
social action groups, individual donors, and the' world of philanthropy generally.

Despite extensive efforts to uncover hard data, there is virtually no way of measur-
ing with any accuracy the volume or the quality of philanthropic giving to the power-
less. Methods of reporting and characterizations of grants vary among and within the
various donor groups; some provide detailed reports while others use a broad brush
in stating their goals and the grants made to achieve them. Consequently, the con-
clusions stated in this paper are highly impressionistic and cannot be broken down
into statistical or even roughly quantifiable analyses. The overwhelming impression,
however, is that those who comprise the powerless segment of society receive only
what one grantee describes as "the breadcrumbs from the table of philanthropy."

The Peterson Commission in 1970 made a random sampling of foundation (in-
cluding corporate foundation) grants to a number of categories considered contro-
versial or falling within the definition of powerless. Typical results were as follows:

Purpose Percent of Total
Foundation Grants

Voter registration and voter education 0.1%
Studies of subjects directly related to public policy
issues and for dissemination of such studies to the
general public by publication or discussion 0.3
Community or neighborhood organizing of an
ethnic, ghetto, or impoverished group 1.5
Urban youth groups (including gangs) 1.3
Student organizations 0.8

Approaching the problem from a different angle, that is from the broad subject
matter rather than the type of activity supported, a New York foundation executive
recently reported that of 18,700 grants with a value of $1.6 billion made by founda-
tions in 1972 and 1973, only .7 percent of the total (87 grants totaling $11.6 million)
went to questions of political and government reform, and even less, .3 percent of the
total (34 grants totaling $5.3 million), went to projects dealing with economics.

Regardless of how the pie is sliced, there is no question that grants made directly
for social change or to assist the powerless are dwarfed by the massive philanthropic
contributions made annually in support of education, the arts, health services, and
the like. And within the philanthropic community, there is only a handful of founda-
tions and church groups — and even fewer corporate donors — that entertain grants
from the powerless or that devote all or a substantial portion of their grant funds to
the groups that fall within the definition.2 With major exceptions, such as The Ford
Foundation, the Carnegie Corporation, and a few others, those donors that do support
the powerless are generally small in terms of staff and assets, maintain a low profile,
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and are virtually unknown to the broad public, the Congress, and the more articulate
critics of philanthropy. (See Appendix for a list of the more "activist" foundations.)

This paper does not attempt to explore the motivations of philanthropoids to
determine why they do not address the needs of the powerless in any significant way.
The Commission has dealt with these questions through a number of other channels.
Some of the reasons that have been suggested are the "establishment" nature of the
self-appointed membership of most foundation boards, relying heavily on business
leaders, lawyers, financiers, and other professionals and excluding representatives of
powerless groups; the makeup of foundation staff which, quite naturally, reflects the
image of the board members; the "high liberal style" in which some foundation per-
sonnel carry out their duties with its elitist, anti-democratic overtones; and the
restraints of the Tax Reform Act of 1969 on political activism by grantees. A more
fundamental rationale may be that articulated in a newsletter of the Haymarket
Foundation:

Time and again history has shown that the agents of change are ultimately those
people in whose interest is the change . . . (But) the people in power have never
given power away. Women were not given the vote, they won it for themselves.
Lincoln did not free the slaves, the slaves ran away and freed themselves. Revo-
lutions have not been acts of the ruling classes but struggles of the poor and
oppressed against those who hold power.

This may be stretching it a bit. Many of the grantees in the powerless group who have
been turned down by philanthropic donors because of their unorthodoxy are simply
people seeking to enforce their rights who are by no means radical or revolutionaries.

The basic fact then is that philanthropy generally is not interested in supporting
social activism or the interests of the powerless except, to a limited extent, through
established institutions. Against that larger fact, this paper examines a number of
examples or case histories where the very small level of funding that has been ad-
dressed to these areas has had a substantial impact. In many ways, it is a detailed
examination of the needle in the haystack.

Before looking at the grants and case histories themselves, it is useful first to
consider some of the innovative practices and characteristics of donors that have
recently emerged that promise to make them more responsive to the poor. If these
trends continue, it is likely that grants to the powerless over the next few years will
increase rather than decrease.

New Trends in Giving to the Powerless

The general litany of complaints against philanthropic givers (particularly founda-
tions) by would-be grantees among the powerless includes the following, at a mini-
mum: they have become permanent bureaucracies with high overhead whose well-paid
staffs attempt to impose their ideas of what the problems are and how they should
be solved on the grantee; their approach is intellectual and overly academic, lacking
in understanding of how real change is made; they have the intellectual's discomfort
with the complicated machinery of democracy and particularly with the legislative and
political processes3 (as one grantee put it, they have about as much faith in democracy
as Richard Nixon had); they are faddist and won't stick with the tough ongoing issues
that plague the society; they measure progress and success by newspaper stories,
sometimes creating issues through grantees that manipulate the press and believing
them solved simply because they have become the subject of public debate; they
spend all their time talking to each other and are unwilling to or incapable of reaching
out to varied groups in the society, thereby denying access to their benefits to activ-
ists, community groups, and others (one grantee said that there is an old-boy network
of donors and donees; if you get in with one member of the foundation club, you
suddenly have access to all 17 of those who entertain grants from the powerless);
they are not open and forthright in informing the public about their programs, eligi-
bility for grants, and expected performance levels; they are unwilling to stick with
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grantees or would-be grantees to provide them technical assistance in developing their
programs, the same way they would for a university or medical institution; they
impose structural requirements on grantees such as a 501 (c) (3) organization or a big-
name board of directors that must include a Republican one year and a union leader
the next; and finally, philanthropic donors refuse to give funds to groups that lobby
or engage in political activity.

The broadsides included in the litany of complaints apply to some donors at some
times. As this paper reflects, foundations, corporations, churches, and other donors
are highly varied and it is a great mistake to treat any one category as monolithic.
Further, many giving institutions are in the process of change; criticisms that might
have been valid a few years ago have become less so. And new giving entities have
appeared on the scene that have deliberately attempted to overcome the deficiencies
complained of in the past. The following are some examples:

• A number of small foundations have decided to spend capital, to the extent of
shortening their existence. As the DJB final report put it: "We decided to spend
capital as well as income to use up all the money within ten years. But the problems
and needs of our constituency caused us to speed up the schedule, and DJB ceased
operations at the end of 1974." The Laras Fund in California also went out of
business (in 1975) for the same reasons, and other experimental foundations are
committed to a limited life span.

• A broad range of foundations has become at least verbally committed to the propo-
sition that the poor, minorities, and others must be given the assistance needed
to organize themselves but then must be free to run their own programs addressed
to goals they have defined. This is particularly true of church donors and of the
small foundations such as Wieboldt (see quote, p. 1109), the Cummins Engine
Corporation, the Field Foundation, the Rosenberg Foundation, and others. The
large foundations, such as Ford, Carnegie, RBF, and Kellogg, have come a long
way in this respect in recent years, but partially because of the size of their grants
and the management burden they impose, these foundations tend to favor grants
to attorneys and other middlemen over direct grants to powerless groups.

• The academic bent of some donors (the foundations in particular) has reflected
itself in vast expenditures to new entities (generally created in the foundation's
own image, replete with big boards, high overhead, and well-paid program offi-
cers) designed to deal with broad, rather ill-defined problems: the urban crisis;
the crime problem or the criminal justice system; drug abuse in all of its manifesta-
tions; the problems of Black leadership, to list a few. These organizations have
produced few if any concrete results and less actual change. On a straight cost-
effective basis, the programs that have produced results appear to be those that
have supported a leader, a movement - an organization with a real constituency
willing to push for the enforcement of rights or the betterment of living conditions.
Again, the churches and smaller foundations give freely to the activist groups; the
corporations and larger foundations generally do not.

• The problem of faddism remains, but juxtaposed against its manifestations are
the performance of a growing number of foundations that have chosen to stand
by an issue or a place. Community foundations have a strong track record of
sticking with the sometimes intractable problems of their cities; foundations like
Phelps-Stokes or Akbar have chosen to give primarily to groups such as Indians
and Chicanos, long neglected by other givers; the Field Foundation considers its
greatest contribution its decade-long assistance to programs in the state of Missis-
sippi; and the Rockefeller foundations have stubbornly supported rural programs
when everyone else was worrying about the cities.
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The limitations on access to donors are being eroded, too. A generation of new
foundations, many based on the funds of rich young people, are deliberately limit-
ing their grants to the powerless, to "third world" groups, or to those who are
considered too controversial by most grantors. DJB took this position several
years ago. New foundations with similar goals include the Third World Fund, the
Peoples' Fund, Haymarket, and the Vanguard Fund.4 Such foundations, as well as
funds like the Twenty-First Century Fund that is Black-run and gives only to Black-
run projects, are currently very small; eventually, they may grow and represent a
whole area of foundation specialty similar to the health, education, or science
focus of the old-line foundations. Structurally, these foundations offer an oppor-
tunity to those who want to channel their funds to social change to do so through
an organization that serves as their broker. Another kind of broker that has ex-
panded the outreach of foundations and the access of powerless grant-seekers is
The Youth Project (see p. 1151). Through a small staff of community organizers
and young people, the Project helps large foundations and other donors identify
community-based reform efforts around the country. Finally, some foundations
are improving their outreach through "fellowship" programs, such as those run by
the John Hay Whitney Foundation and the Southern Education Foundation, Inc.
The alumni of these programs stay in touch with the foundation servicing as its
"eyes and ears" in the grantee community.

All donors issue some kind of report listing the level of their giving and reporting
on assets and expenditures. Some publish mandates, by-laws, and statements of
purpose. As a general rule of thumb, it is possible to discern from these reports
the amount of each grant and the general subject matter to which it was directed.
It is, however, impossible to gain any sense of what was actually accomplished or
to cumulate data. Recently, some foundations have gone further, assessing the
accomplishments (of grantees) and identifying the individuals who achieved them.
Particularly noteworthy in this regard are the reports of the John Hay Whitney
Foundation and those of the Field Foundation. The former are highly specific in
terms of what was achieved; the latter take a more historical approach, tracing the
movements and campaigns to which the foundation contributed and often juxta-
posing them against larger national developments. These are isolated efforts. What
is needed is some kind of uniformity of reporting combined with elements of
introspection and self-assessment.

In the beginning years of assistance to the powerless, in addition to the problems
that arose in obtaining an initial grant, many community and social organizations
complained that they were left on their own after the grant was made and there
was no ongoing support from the foundation. This situation has changed. The
Ford Foundation, for example, provides planning and technical support to its
community development corporations, to Chicano and Alaskan native groups, and
to many of its other grantees that fall within the definition of powerless. In some
cases, the foundation creates a special umbrella organization that becomes the
source of assistance; in others it funds experts directly to assist local grantees. The
level of aid may not yet reach the management, planning, and other assistance that
the foundation provides to its grantees in the field of education, for example, but
it is nonetheless substantial. Corporate givers have recently initiated executive loan
plans whereby middle- and upper-level management executives are loaned to com-
munity development programs, to fund-raising drives for Black colleges, and to
other groups among the powerless that could benefit from their fiscal and manage-
ment expertise. In 1970 the John Hay Whitney Foundation made an express com-
mitment to stand by its grantees even after the formal period of the project ends.
As the Whitney board put it: "Once the Foundation chooses the people, the
problems, and the projects, it takes on a greater responsibility — to help the project
participants to succeed in achieving the specific improvements they seek." The
Youth Project, similarly, makes an ongoing commitment to assist those who have
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been its grantees. Other foundations - formally or informally - are taking similar
positions, and some are considering the appropriateness of the foundation speaking
out and taking stands on the issues to which the work of its grantees is directed.

• Most donors continue to impose structural requirements on grantees, insisting on
tax-exempt status and on a prestigous board of directors. Convincing the big
foundations that a prestigous lawyer or businessman adds little to the effective-
ness of a social change organization (other than to impress the grantor itself) is a
problem that has not yet been solved. A number of foundations and church groups,
however, are willing to exercise fiscal accountability on behalf of grantees and to
support groups whose policy-making boards are composed of their own peers and
not "safe" or "distinguished" individuals. If more donors become willing to accept
such responsibility — or to rely on intermediaries such as The Youth Project that
are able to do so • the likelihood of community groups surviving through the diffi-
cult start-up phase will be greatly increased.

• Lobbying and representing special interests is the bread and butter of policy making
in this country. Basic social change can only occur in that context. However, the
terms of the Tax Reform Act of 1969 have prevented most philanthropic donors
from supporting this type of activity even when it is on behalf of the powerless.
A few donors make such grants surreptitiously. Most bend over backwards, over-
reaching to "abide" by the spirit and the letter of the law and invoking the law as
an excuse for inaction. There is a uniform sentiment among grantees that this law
must be reexamined so that only situations that pose real dangers are barred {such
as The Ford Foundation or other giant donor supporting a political campaign or
issuing grants to an organization without a valid constituency to lobby vigorously
and without disclosure for a small group of individuals). The only promising de-
velopment in this regard is the tendency of a number of organizations to seek fund-
ing through membership drives which enable them to use their money as they see
fit (see p. 1119 on the Movement for Economic Justice).5

Philanthropic Assistance to the Powerless: What Tactics Work

This paper shows, in somewhat impressionistic fashion, that donors - whether
corporations, foundations, or churches - have over the past decade attempted to re-
vise their giving programs to meet the needs of the disadvantaged and the powerless.
In some instances, this has taken the form of a pledge to support a society that pro-
tects the basic rights of individuals of all racial groups; in others, it has resulted in
reexamination of the donor's program mandate (for example in education) from the
perspective of its impact, direct or indirect, on the disadvantaged; in still others, it
has resulted in a complete reorientation of the donor or the creation of a new entity
affiliated with it to focus exclusively on the needs of the powerless.

Many of the experiments and approaches launched by the philanthropic com-
munity have been wasteful and have produced few if any results. But initial programs
such as funding youth gangs, supporting sensitivity training (touchy-feely sessions)
for corporate executives and ghetto leaders, and setting up mini-city halls without
reorganizing local governmental functions have given way to more serious questioning
and experimentation. The results of this more serious effort are not yet in. Unlike
grants to support a symphony, to fund scientific research, to make analyses of social
and economic behavior, there are few models and few proven or accepted answers
in the field of social justice and change. And the basic reality remains that in the
final analysis it is the elected representatives of the people who must shape the para-
meters of "the fair society" and the executive and the judiciary who must carry it
out - with, of course, the cooperation and commitment of the private sector.

The primary requisite for success in programs for the powerless (as in any other
area) has been the presence of leadership, commitment, and talent among the power-
less themselves. (In some cases, such as children, the mentally retarded, and others
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for whom the state acts as guardian, their spokesmen have had these traits.) The
tactics that have brought success have varied but all have involved public education
and public acceptance. In many instances, presenting a fully documented case has
been the key factor. The Southern Regional Council and its Voter Education Project
did this for the Congress in gaining federal assistance to protect and enlarge the fran-
chise for Blacks. Smaller projects, such as those funded by church groups in Alabama
and The Youth Project in Mississippi, have researched the facts and presented the
data needed to compel local governments to provide public services in minority com-
munities that are equal to those provided in white communities. The many projects
that now exist to "monitor" governmental agencies to make certain that they comply
with their legislative mandates accomplish the same thing, whether in regard to food
programs, education programs, law enforcement assistance, or revenue-sharing grants.
The reports issued by the monitors insure adherence to the law and in some instances
have led the legislature to correct deficiencies in the law.

In other instances, resort to legal actions in the courts has been the key to success.
Generally, however, court actions in a vacuum — without public education and with-
out an active constituency to pursue the victory - have been hollow. Examples where
court action was both necessary and successful include the voter reapportionment
cases and the cases removing unconstitutional barriers to the right to vote; cases en-
forcing the rights of previously neglected minorities such as the litigation defining
the rights of Indian tribes; and cases challenging abuses in the criminal justice system
(for example, all white juries) or in the state systems for caring for the mentally re-
tarded.

Sometimes, the provision of expertise or technical assistance has made the differ-
ence. Education and enrollment assistance to poor people have greatly expanded
participation in the federal welfare and food programs. Corporate and foundation
assistance to community groups have created a variety of new minority-run business
enterprises. Technical assistance to Alaskan Indians, Eskimos, and Aleuts is helping
them to reorganize their local governments to maximize the community development
potential created by the Alaskan Natives Claim Act. (And aid to the Chicanos in
Crystal City, Texas, is helping them to translate victory at the polls into improve-
ments in the performance of city agencies.)

In a few instances, the creation of an experimental model has led the way to gov-
ernment assumption of the program concept or to replication of the model in other
locales. The classic example in this regard is The Ford Foundation's "grey areas
project" that paved the way for the OEO community action agencies and community
development corporations. (Unfortunately, this victory has been somewhat dimmed
by the Congress' subsequent abandonment of key elements of the poverty program.)
Other examples include the corporate and foundation-supported alternative schools
and "accountability" programs that have been adopted by a number of school sys-
tems around the country.

Examples of many of these tactics and programs are described below. The first
two chapters deal with assistance to the poor and aid to minority and ethnic groups.
The latter focuses on grants to Mexican-Americans and Indians, rather than looking
at the Black experience or at other ethnic groups. This was done because the level
of giving to these two groups has been smaller than to Blacks and is telescoped over a
shorter period of time. In both chapters, case histories are selected to illustrate the
kinds of programs that have been effective; there is no effort to deal comprehensively
with the full range of programs funded in each category. The third chapter examines
some of the philanthropic grants to enlarge political participation and to facilitate
reform of governmental institutions, with special attention to the voting rights and
school finance reform efforts. The fourth chapter discusses grant programs directed
at rigid institutions that have lost the capacity to assist or respond to their constitu-
ents or intended beneficiaries. The fifth chapter takes a special look at church and
corporate giving, two categories of philanthropy that have undergone major changes
in recent years in regard to the powerless. The sixth chapter describes The Youth
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Project as a new structure for giving to the powerless, and the last chapter makes a
number of recommendations.

I

CHANGING THE ECONOMIC PLIGHT OF THE POOR

Philanthropic assistance to alleviate poverty has included grants that support
academic studies or analyses of the economy and the needs of the poor;6 grants to
assist traditional service organizations to improve their performance (institutional
reform); start-up grants to community-based service organizations to provide health
care, counseling, educational, and other services to the poor; grants that help the
poor develop their own economic institutions, whether cooperatives or community
development corporations or other commercial entities; grants that support the poor
in obtaining their "due" under federal and state aid programs through legal and
other advocacy tactics, including the "monitoring" of public programs or the issuance
of investigative reports; and grants for community organizing to enable the poor to
organize themselves for their own purposes.7

The focus of philanthropic poverty programs has for the most part been on public
agencies rather than on private industry. As indicated in other sections of this paper,
there have been few philanthropically supported programs that have promoted long-
range social planning, that have projected fundamental alterations in the economy,8

or that have studied ways to redistribute the nation's wealth. And programs aimed
directly at corporate responsibility that have had as their goal a greater assumption
by the business sector of social or traditionally public responsibilities received only
limited short-term philanthropic support and have been largely abandoned.

The results of philanthropic poverty programs are difficult to measure. They have
unquestionably helped to focus public attention - newspaper features and headlines,
congressional debate and investigation, much-heralded court decisions - on a number
of key issues involving the poor. But it is difficult to determine whether there has been
a net improvement in the position of poor people overall or whether the improve-
ments that have occurred have kept pace with the downward turn in the economy.

At the least, it can be said that the broad range of grants to local health clinics,
to community service centers, to alternative schools, to pre-trial release programs,
and to other service projects have temporarily humanized, decentralized, or other-
wise improved much-needed community services. Even where such projects have
been temporary they have often made a longer-term contribution by identifying and
training community leaders who have subsequently moved on to political positions
in state and local legislatures or executive agencies. A few projects have produced
changes in "establishment" institutions, that is, have stimulated the health care sys-
tem, the public school system or other systems to absorb the project in its entirety
(for example, alternative schools) or to absorb its basic concept (pre-trial release or
diversion projects in the criminal justice system, for example). Many projects have
had no enduring result. They can be viewed either as a short-term "aid to survival"
or as a diversion from more fruitful lobbying designed to get the nation's public and
private leadership to assume their proper responsibilities.

The following section examines two philanthropically funded advocacy programs
on behalf of the poor that have produced measurable results on the national level:
the National Welfare Rights Organization and the efforts of several organizations to
combat hunger in America.9 The subsequent section deals with some of the economic
development programs or local business ventures that have been launched with philan-
thropic aid, particularly in the Southern states.

The welfare and hunger advocacy programs have produced some remarkable gains;
however, it must be kept in mind that they have operated in a rather bleak context:
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The nation has not yet been willing to commit itself to guaranteeing a decent standard
of living for all citizens;10 absent such a commitment, the only alternative has been
to tinker with the kinds of support that are provided to make them fairer or more
effective and to prevent them from being denied to those who are entitled to them.

Advocacy for the Poor

The Welfare Rights Movement

In 1960 the federal program for aid to families with dependent children was 24
years old and had reached a $961.7 million level annually. The legal framework for
the system involved annual federal grants to 50 state agencies, each of which had
been created along the same model to meet federal statutory requirements and to
enable the states to participate in the national program. This meant that the system
was regulated by both state and federal statutes with accompanying regulations and
depended on funding from both levels of government. Both levels of bureaucracy
had become fairly rigid and often statutory mandates were ignored; in other cases
administrative interpretations of those mandates had resulted in arbitrary and unfair
treatment. In some respects, the laws themselves were outdated. Whatever the cause,
the system in many ways treated its intended beneficiaries in an arbitrary fashion,
barely meeting their material^ needs and largely ignoring their human needs. Many
individuals entitled to welfare were not receiving benefits.

The federal poverty program of the mid-1960s gave poor people - including wel-
fare recipients - the wherewithal to organize and the psychological support to stand
up for their rights. At the same time that community action agencies were organizing,
VISTA volunteers were being dispatched to serve as aids to these agencies, and legal
services offices were being opened to enable the poor to pursue their legal rights, a
national membership organization of welfare recipients was being formed. Over the
next five to eight years this national organization served as the conceptualizer and
dramatist - as well as the spokesman - for the aspirations of local welfare groups
across the country.

The National Welfare Rights Organization (NWRO)1 * was established in 1967 under
the leadership of a chemist, Dr. George Wiley, joined by a number of welfare recipi-
ents (primarily AFDC recipients). The organization had at its peak a national mem-
bership of approximately 200,000, with many other welfare recipients organized at
the local level only. NWRO ran a host of programs to assist welfare recipients that
included self-help day care and pre-school programs, consumer credit programs (to
get major retailers to make limited credit available to welfare recipients), programs
to improve health benefits, and others.12 But overall its major contribution was to
help persons eligible for welfare receive their intended benefits and to create lines of
communication between beneficiaries and both HEW and the Congress.

NWRO presented new, otherwise unavailable, evidence to the Congress, HEW,
and the nation on the plight of families forced by poverty to live on welfare; helped
to dignify welfare recipients, enabling them to see themselves as individuals exercising
their rights rather than as the objects of charity; made the rules and procedures of the
welfare distribution system fairer and more equitable; and finally, through educa-
tional and counseling programs substantially increased the number of poor individuals
on the welfare roles. During the six-year period 1966-1972 when NWRO was most
active, welfare enrollments in the AFDC category more than doubled, going from
4.4 million to 10.6 million.

In many ways the impact of NWRO on independent local organizations can be
analogized to the influence of Ralph Nader's writings and speeches on the corporate
responsibility movement. Nader has had the ability to dramatize or make vivid certain
basic principles concerning the role of private business corporations in the society
as a whole that have led to a host of locally initiated reform efforts and corporate


