TAX-EXEMPT FOUNDATIONS

FRIDAY, DECEMBER 5, 1952

House or REPRESENTATIVES,
SeLEcT CoMMITTEE To INVESTIGATE Tax-Exemer
FouxnparioNs AND CoMPARABLE ORGANIZATIONS,
Washington, D. C.

The select committee met, pursuant to recess, at 10:35 a. m., in
room 1301, New House Oftice Building, Hon. Aime J. Forand
presiding.

Present: Representatives Forand, Simpson, and O’Toole.

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

Mr. Foranp. The committee will be in order.

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

Mr. Keere. Mr. Straight.

Mr. StraicaT. Mr. Chairman, I would like permission to bring
along the secretary of the foundation, Mr. Milton Curtiss Rose.

Mr. Keere. Will you state your name, your residence, and your
connection with the Whitney Foundation, please ?

STATEMENT OF MICHAEL WHITNEY STRAIGHT, PRESIDENT, WIL-
LIAM C. WHITNEY FOUNDATION, ACCOMPANIED BY MILTON
CURTISS ROSE, SECRETARY

Mr. Stratcr. My name is Michael Whitney Straight. My resi-
dence is Weynoke, Va., and I am president of the William C. Whitney
Foundation. ‘

Mr. Keere. Have you any other business or occupation, Mr.
Straight ? _

Mr. StrateuT. Yes, sir. I am director of certain corporate enter-
prises. T am at present editor of the New Republic magazine.

Mr. KeeLe. What is the size of the foundation in its assets ?

Mr. Strateut. Can I refer that question to Mr. Rose, Mr. Keele?

Mr. Keeie. Don’t you, as president, know roughly what it is,
Mr. Straight?

Mr. Stratcuar. Yes; I do. The capital, as I believe it to be, is ap-
proximately a million and a half dollars.

Mr. KeeLe. And what is your average income over the past 5 years,
Mr. Straight?

Mr. StrateaT. Approximately $60,000 a year.

Mr. Rose. Seventy-five.

Mr. StrateHT. Seventy-five.

Mr. KeeLe. You publish reports, Mr. Straight, on the activities of
your foundation ¢ .
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Mr. StraieaT. Yes, sir; we do.

Mr. KeeLe. And have you a copy of one of those with you ?

Mr. Stratcur. Certainly, we brought those along.

Mr. KeeLe. Do you publish them annually, Mr. Straight?

Mr. StrateuT. We publish them biannually, sir.

Mr. Keere. And in those reports you set forth the list of grants,
the officers, and the short statement each year, a summary statement;
isn’t that right?

Mr. StrateaT. That is correct.

Mr. Keece. I take it you favor such reports or you wouldn’t publish
them.

Mr. StrateuT. Yes, sir; I certainly do.

Mr. Keece. And what is f}lrc‘ur thinking about the advisability of
foundations maki ublic their reports?

Mr. STRAIGHT.nlg elieve they should. I believe they do have a
public interest and a public trust, and they certainly should be ac-
countable to the public in the sense of publishing these reports.

Mg KzrevLe. How many paid employees do you have in your founda-
tion?

Mr. Srratcar. We have two Eaid employees.

Mr. Keere. Do you know what your administrative expense is on
the average for your foundation? I mean by that, the cost of your
employees running the foundation, aside from the making of the

rants. '
& Mr. Strateur. I would like again permission to refer that question
to Mr. Rose, if I could, or Mr. Rose can give you the papers on this
to give you the exact answer.

L%Ir ose. The expenses run approximately——

Mr. Foraxp. I think before Mr. Rose testifies, you had better give
your full name and capacity, for the purpose of the record.

Mr. Rose. My name 1s Milton Curtiss Rose. I reside in New York
City. I am secretary and director of the foundation.

Mr. Keere. All right, Mr. Rose. Suppose you tell us what the
administrative expenses are.

Mr. Rose. The administrative expenses for the year ended De-
cember 81, 1951, were $16,996.76. glow the expenses through the
years have averaged from approximately $13,000 to $17,000.

Mr. KeELE. o are the 1I%aid employees of the foundation?

Mr. Rose. Mrs. Harriett K. Evison, who has been in the employ of
the foundation since its inception, and a Miss Daiyzk. Mrs. Evison is
an assistant secretary.

Mr. Keere. Now let’s go back to Mr. Straight again.

How many directors or trustees do you have!?

Mr. StrateHT. There are five directors.

Mr. KeeLe. And will you tell us how those directors are selected ¢
Were they designated in the original instrument creating this founda-
tion, or have they been eletted since, or just how has that been done,
Mr. Straight?

Mr. Strateut, Mr. Keele, this foundation grew out of the philan-
thropic work of my mother, who at that time was Mrs. Dorothy
Whitney Straight, and was the daughter of William C. Whitney,
after whom the foundation is named.

She put her philanthropy work on a somewhat more institutional
basis in 1927, when she named an advisory committee to advise her
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on making gifts, and that committee then consisted of Miss Ruth
Morgan, who was well known in various international 1peace organi-
zations at the time, of Herbert Croly, who was well known also
for his writings, and of Dr. Eduard Lindeman, of the New York
School of Social Work.

The committee was further organized as a foundation in 1936, and
when Mrs. Straight, who was by then Mrs. Elmhirst—she had remar-
ried Mr, Leonan% K. Elmhirst, when her children had reached their
majority, two of them went onto the board of the foundation, but
the general policy was that the members of the family should be a
minority, angotherefore on the board of five were added in addition
to Mr. Rose, Mr. Thomas J. Regan, who is a banker of New York
City and a former secretary of Mr. William C. Whitney, and also
Mr. Max Lerner, and those five together constitute the directors of
the foundation.

Mr. Foraxp. Are your directors and the trustees the same, or do
you have trustees?

Mr. Rose. The directors are the trustees.

Mr. Foranp. What was the original purpose of the foundation,
according to your instrument of organization?

Mr. Rose. It was broadly stated that general educational and elee-
mosynary purposes organized under the New York membership corpo-
rations law.

It has the usual language in the charter to general educational and
charitable purposes, betterment of mankind, and so on, which was the
usual form for a certification of incorporation under that particular
section of the law.

Mr. Foranp, Thank you.

Mr. KeeLe. Now your foundation operates, as I understand it, from
looking at the grants and from the report you made in reply to the
questionnaire, primarily in the nature of giving grants to organiza-
tions w%'nich are already organized for eleemosynary purposes, is that
correct

Mr. Rose. That is correct. The great majority of our grants are
grants-in-aid to other organizations which apply to us and submit in
connection with their applications proof of their tax exemption under
the same provision of the Internal Revenue Code that we are exempt
under, :

Mr. Keere. And so far as I have been able to ascertain from an
examination of your grants, you do not make individual ts except
perhaps in the case of that one scholarship, is that correcti

Mr. Rose. Very rarely. It has been a principle to avoid giving to
individuals. We felt tiat in a foundation of this size we weren’t
sufficiently staffed to go into that field intelligently.

Mr. KeeLe. I note that over the years your expendable income has
been about $75,000, is that correct ?

Mr. Rose. That’s right.

Mr. Keere, And your average expenditures, you say, have been
about $13,000, leaving a little more than $60,000 for distribution ?

Mr. Rose. That is correct.

Mr. Keere. And I note, for instance, over the years that in 1937
there were 40 grants, in 1938 there were 43 grants, and in 1939, 42

rants, which would mean that the average grant would be around
%1,500, isn’t that correct ?



414 TAX-EXEMPT FOUNDATIONS

Mr. Rose. That’s correct.

Mr. KeeLe. Have you considered what has been characterized in
this hearing and elsewhere by.those who have made a study of founda-
tions, as advisability of avoiding scatteration giving?

Mr. Rose. We have considered whether it was wise to allow the
trend to continue of giving more grants each year. We felt that as
we went on our program was expanding. We found new fields of
interest.

We felt that the maximum contribution we could make was in per-
mitting elegibile applicants to apply, and we have tended, I think you
will find, toward giving more grants through the years. That has been
a calculated decision.

Mr. Keere. Youmean giving a greater number of grants?

Mr. Rose. A greater number.

Mr. KeeLe. On the contrary, did you drop from 40, 43, and 42 in the
first 3? years down to 17, 25, 30, 22, 25, 25, and 30 in the succeeding
years?

Mr. Rose. Iknow to what year you are coming up.

Mr. Keere. I am taking tﬁem consecutively now, from 1936.

Mr. Rose. The last few years have increased over that low point,
have they not, in number ? '

Mr. StrateHT. Yes, I think that’s right, sir. The last year is 31
and 32. Ithink Mr. Roseis referring to a present trend.

Mr. KeeLe. You did drop down in number, I gather from an exami-
nation here, so that you are going down to about 20, 22, and 25. You
have been picking up again in the last few years, so that it has gone
up as high as from 30 to 41. I was just wondering about your phi-
losophy with reference to spending your money thinly or concentrating
it. I amnot criticizing it.

Mr. Rose. Our feeling is as our interests expanded, we should ex-
pand the number of our grants. _

Mr. StrateHT. I wonder if I could go into that a bit further, Mr.
Keele, on the general principles of our foundation. The. general
interest of this foundation, as Mr. Rose pointed out, sir, is much the
same as many of the major foundations. However, 1n size and avail-
able income, of course, we are very much smaller.

‘We have, as you have heard, only two paid staff, both of whom are
in New York. We can have no real field staff, no field review. What
we do is necessarily a matter of intuition, of general understanding
and experience on the part of the directors themselves.

Mr. Foranp. Are the directors paid ¢

Mr. StrateHT. No, sir. The administration necessarily has to be
kept to a minimum. Otherwise, obviously, we would have very little
funds to distribute.

For the policy, this small-sized foundation has led in my opinion
to certain principles in giving which Mr. Keele I think was leading up
to. ‘

First, we endeavor to give to small groups, where a relatively small
grant amounts to a significant contribution to the group’s work.

For example, a small college like Black Mountain College, a small
institute like the Wellesley Summer Institute where five hundred or a
thousand dollars makes a very significant contribution to the carrying
on of what we feel is a small but significant worth-while enterprise.
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Secondly, as a small foundation, we have a certain flexibility and a
certain social interest perhaps that is denied to the foundations many
times our size, and that leads us into an emphasis toward working
among underprivileged groups, among low-income groups, among
labor organizations, particularly in the field of labor education.

And, for example, you will note in our reports a consistent givin
to the American Ea-bor Edncation Service, which is, we feel, a typica
grant that we are very [;T‘oud of, an institution working with the major
trade unions, but nonetheless with a very small budget, where a grant
on our part of $1,500 a year or so permits them to consi::lerably expand
their summer conferences or their research work in a field which we
feel is very important and somewhat neglected by the trade unions
themselves.

Thirdly, we make a point, since we can’t contribute very much money
to any one group over a number of years, to try to support groups
which we think have some opportunity of getting on their own feet
and becoming self-sustaining after a certain formative period, and
typically in g’lat group you will find our grants in 1939—1940, I be-
lieve, roughly—through 1945 to the National Planning Association,
which is a group centered here in Washington, which was started very
‘substantially with Whitney Foundation money, but which now is
broadly supported by businessmen, by banking groups, is very widely
represented on its boards, and makes reports for companies on labor
relations and other matters, but which is largely now independent of
the kind of need of support that we were able to provide it in the
early days. And, lastly, we feel that we can give as a small founda-
tion to somewhat flexible groups which are probably unable because
of their nature, to obtain grants from the very large foundations
which would require a good deal more in the way of supervision.

Mr, Foranp. that d% you mean by flexible groups?

Mr. StraiGHT. I mean groups like the American Veterans Com-
mittee, which you will find in our report, which has had very substan-
tial contributions.

I think while that group has had individual contributions, very
large amounts from people like Nelson Rockefeller, nonetheless foun-
dations like the Rockefeller Foundation would find it not the group
within their main sphere of influence and interest.

I mean those are the kinds of directions under which a small founda-
tion in our opinion properly goes. :

Mr. Forano. Istill don’t get the flexible group.

Mr, SrratcuT. Flexible, sir, I mean by that a group which has had
a very important contribution perhaps in the rehabilitation of veterans
over a short period, but which is not in the sense of a continuing scien-
tific grant to a university for work in the field of medicine, biology,
which was important in the thirties, the forties, and the fifties, but
which function is changing quite rapidly, and which therefore, I use
the word “flexible” in a sense of a group which changes it character.

Mr, Foranp, Thank you.

Mr. StmpsoN. Do you mean there is an area in which big founda-
tions can supply the need for this risk capital we have been talking
about in these hearings?

Mr. StrarerT. No, sir. I think they do that and I think that the
record of the large foundations is very good in that regard, but I
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think that a small struggling group has often found it rather difficult
to prepare the preliminary paper work to provide the consistent
reporting. .

Mr. Simpson. Does that imply that you don’t require the kind of
survey before you make your grant that the larger foundations would
require?. .

r. StrateHT. No, sir. I think I tried to explain that. We do not
have the field representatives, and as I said, we do try to take advan-
tage of the flexibility which a small foundation dictates, but we do
require substantial reports. ‘

ur files, I think, would show you that we follow the work of these
groups quite closely, where we feel they have not really adequately
explained to us what they have done with our funds. We go back to
them continuously and ask them for more information.

Mr. SimpsoN. I don’t quite follow this point. You said earlier that
your foundation will pay attention to requests where the big fellows
can’t do it or don’t do 1t, and that you do it even though you have -
less personnel to do the work, I conclude that you don’t require
the same kind of survey and don’t know as much about the recipient
as the big foundation would require if it were to make the grant.

I ask whether that is the case, and if it is a healthy situation?

Mr. StrarcaT. Mr. Simpson, maybe I can give you an example. For
instance, the Highlander Folk School is a group, as you know, in
! Mount Eagle, Tenn., and last year or the year before a hurricane hit
the school and they needed immediate financing in relatively small
amounts to attempt to repair the damage.

Now in that case, I think it would be very unlikely that a major
foundation would have gone through the process of clearing that
grant and giving eight hundred or a thousand dollars to help re-
establish their building, and that is the kind of a thing I think the
Whitney Foundation can do.

Mr. SimpsoN. Then you mean there is an area?

Mr. StrateuT. Yes; I think so.

Mr. StmesoN. Where a small foundation operating with less detail
Sn% so on can do the work which the big foundation practically won’t

of

Mr. StrateaT. Yes, sir.

" Mr. Rose. I would just add there that I think in some cases it turns
perhaps on the amount required for the immediate work. We have
often given grants which I believe to be smaller than the grants that
the larger foundations would normally make. A

Mr. SimpsoN. Do you think that the larger foundations are too
strictly and conservatively managed?

Mzr. Rose. No; I do not.

Mr. SimpsoN. Do you think they have too much red tape in giving
consideration to requests?

Mr. Rosk. I think their program is so much larger than ours can
be, that they are naturally more interested in the large appeal and;
in the big job to do.

- Mr. StmpsoN. Do you think that the smaller foundation, because
it is small, using yours as the example, will take more risk with their
capital than will the larger foundation ?

Mr. StrateHT. Y wouldn’t say that; no; but I think the illustration
I gave you as an example, in the case of the Highlander Folk School,
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as I said, the Whitney Foundation, lacking field organizing, has to
depend on the general knowledge, experience, and intuition of its
directors.

In this case, the school is known to myself, the directors are known
to myself. Ifthe school submits an emergency grant, a large founda-
tion might feel it necessary to go down to inspect in fact what the
damage was and what the fund should be used for.

In my case, in the case of a foundation this size, the solution much
more probabfy is to call on people I trust, whose judgment I think
is sound, and 1f they tell me this really is an emergency, to make avail-
able these funds; and that is in the sense that I use the word “flexible.”
We can do that,

Mr. SimpsoN. You mean you can personalize the granting better
with a small foundation than the large one can?

Mr. Strateat. I think it has to be personalized, sir.

Mr. SimpsoN. Do you think it is healthy to have the foundations
operate on that basis?

My, Stratear. No. If you go on from that to say that a founda-
tion of our size give funds to projects in which the directors themselves
are primarily and personally concerned, the answer is “No.”

I have no personal concern of any kind, for example, in the High-
lander Folk School, but by measure of my work, the directors of that
school are known to me in the general nature of my work, but not in
my work concerning that school.

%&r. Keere. Mr. Straight, I assume you have talked with the officials,
the trustees, of other foundations, of comparable size. We have not
had the representatives of a foundation of this size, or comparable
size, before the committee until you were called today. .

We are anxious to get the thinking of the smaller foundations, shall
we say, and I am wondering if your thinking here reflects what you
have learned in talking with other groups of comparable size.

Mr. StrarerT. Mr. Keele, I have explained how we try to over-
come this problem of lack of field service. It isa very serious problem
for us, ,

Of our directors, Mr. Rose is necessarily in New York most of the
time; Mr. Regan 1s retired and is in New York. My sister is in
New York and Mr. Lerner travels substantially more, which is one
reason we welcomed him on the board.

On the other hand, there are many areas in this country that we
normally don’t get into, but at the same time we receive requests from
California, from the Northwest, from the South, which we have no
real way of judging, and with that in mind, Mr. Rose initiated an
effort to bring together the small foundations as a sort of clearing-
house to find out, for example, from a couple of western foundations,
whether a certain project applying to us was in their opinion worth
while and providing them with the same service.

Now, we did our best to set that kind of system up. Mr. Rose might
go on a bit about that.

Mr. Keere. In other words, for the exchange of ideas and infor-
mation ¢ _

Mr. StratenT. Yes, sir.

Mr. Keere. Is there any such organization in existence for foun-
dations?
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Mr. Rose. I don’t believe there is. That was one of the things, one
of the points that interested me at the beginning.

We made some progress, but I can’t say that it was wholly success-
ful. Each foundation wants to preserve the independence of its
action, and while I still have hopes that a basis for an exchange of
information can be worked out along those lines, I am not optimistic
of its reaching fruition quickly. I think it would be a very valuable
contribution to the service of small foundations. '

Mr. Keere. Mr. Rose, would it be possible for there to be some
central agency where not only would there be an exchange of infor-
mation, a clearinghouse for ideas and information, but where requests
might be received centrally and brought to the attention of the smaller
foundations? :

Mzr. Rose. I would think that would be altogether possible. Of
course, one has to bear in mind that the approach even among the
small foundations differs rather widely.

As you remarked, we have certainly concentrated most of our giving
among projects which are themselves established as tax-exempt proJ-
ects applying to us for grants-in-aid. I think you would find small
foundations that probably were quite active in other fields than that.

Mr. KeeLe. But isn’t this a problem which confronts all of the
smaller foundations, this problem of lack of staff, due to the fact that
they must conserve their income for the expenditures on grants of one
kind or another, so that each of them when they get below a certain
level of income are faced with this same problem of lack of field staff 2

Mr. Rose. I think that is correct.

Mr. Keere.. And doesn’t that of necessity or necessarily- impair,
perhaps, their effectiveness?

Mr. Rose. I think their effectiveness would be improved by such
an agency as we are speaking of.

Mr. Keece. You said in your answers to the questionnaire we sent
out that one of the problems—and I am sure it has been reiterated here
by witnesses for the large foundations—is that of selecting wisely and
deciding whether to concentrate on one or two projects or on what has
been called here scatteration giving, which is spreading your money
very thinly. ' :

I am just asking about the problem, whether or not that isn’t a
problem of small foundations.

Mr. Rose. Ithink that isa problem of small foundations.

Mr. Keere. They can’t become professional tn the extent that the
larger foundations can, can they, in the sense that they cannot have
the paid staff?

Mr. RosE. That is right, -

Mr. Keere. Nor can they probably attract to their boards men with
as wide a vision or as great competency, perhaps, as those of the larger
foundations; isn’t that so?

Mr. Rosk. Yes, that is correct, but perhaps there isn’t the need where
they elect to confine their giving largely to grants-in-aid of the sort
T have described.

Mr. KeeLe. Again I'say I am not criticizing. We are simply trying
to get the thinking here of the smaller foundations and the problems
of the smaller foundations.

Mr. Rosk. I understand.
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Mr. Keere. To what extent do you find the making and publishing
of reports a burden upon you ¢

Mr. Rose. I don’t consider it any great burden. I think it is some-
thing every foundation should do.

M%. Kegre, Why?

Mr. Rose. I think the public is entitled to the information. The
Federal Treasury Department has sanctioned the foundation by grant-
ing it the privilege of tax exemption.

he endowment funds have been dedicated to a public use, and I
think that it is right for the public to expect such reports and right
for the foundations to provide them.

Mr. KeeLe. Would you favor legislation directed to the compelling
of tax-exempt organizations to ﬁzfe reports similar to the ones you
people file or publish? -

Mr, Rose. 1 consider that a difficult question because I think some
foundations are of such a nature that there would very likely be no
need for published reports.

Mr. KeeLe. Would you give us an illustration of that?

Mr. Rose. A foundation that concentrated its giving, perhaps,
within a very narrow field and made a very few grants. I can’t name
a foundation in that category offthand, but I think there must be such.

Mr. Keewe. I fail to see the distinetion. Why should it be whether
they give all their money to one organization or whether they give it
to a hundred?

Mr. Rose. Simply because I wouldn’t have considered it so signifi-
cant that a report be published of a foundation that was, for in-
stance, active only in the field of medical research and giving, perhaps,
to two or three medical institutions.

I shouldn’t think the public interest in the activities of that founda-
tion would be anything like as great. I don’t see any objection to it.

Mr. KeeLe. You mean public interest or public curiosity ?

Mr. Rose. I would say public interest.

Mr. Keere. Don’t you think the public is as interested in learning
about gifts to medical institutions or medical research as they are,
shall we say, to the Highlander Folk School ?

Mr. Rosk. I think that most of that information is probably public
without the necessity of a report from the foundation.

Mr. KeeLe, And how is it made public?

Mr. Rose. Frequently by the recipient of the grant where the
amounts are of a substantial size.

Mr. KeeLe. But supposing they are not a substantial size? Sup-
pose it is a small foundation. Possibly they have $10,000 to give
and that is all they have to give. They give it, say, to Harvard
Medical School.

Mr. Rose. And that is their only grant?

Mr. KxeLe. Do you say by reason of that they should not be com-
pelled to file a return ?

Mr. Rose. You are speaking of publishing a report ?

Mr. KeeLe. Yes.

Mr. Rose. Yes. It wouldn’t have occurred to me that in certain
instances that which I consider an extreme example, that a published
report would serve any very important purpose.
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Mr. Keece. Shouldn’t any report that is made show their officers,
their trustees or directors, a breakdown as to the amounts of income
they have and how that is spent? _ ;

Mr. Rose. Well, Mr. Keele, that information is generally available
from most foundations in the books that are published, the foundation
directories.

Mr. KeeLe. What books specifically ?

Mr. Rose. There is one called “American Foundations and Their
Fields,” published by Raymond Rich Associates.

Mr. Keere. When was the last issue of that published ?

Mr. Rose. The bound volume was published some years ago.

Mr. Keere. In ’46, wasn’ it?

Mr. Rose. But it has been supplemented since by paper-bound sup-
plements.

Mr. Keer. Do you know that Raymond Rich has not even been
able to get that information from a great many foundations?

Mr. Rose. I understand that there are foundations that decline to
provide such information, and I hold no brief for that.

Mr. Keere. Now how are they going to get it unless there are pub-
lished reports in the cases of those foundations, and I mean required
by law, in the case of those foundations which choose to keep their
operations secret ? ;

Mr. Rose. I know of no other means.

Mr. Foranp. Isn’t it a fact that the same would be true of the
smaller foundations making a limited number of grants as with the
larger foundations, that they are tax-exempt and as such should come
within the purview of the remarks made previously by one of you
two gentlemen?

Mr. Rose. I think that is generally so.

Mr. Keece. In other words, this doesn’t require any great amount
of work or expense on your part.

Mr. Rose. No, it does not.

Mr. Keece. You have done it voluntarily,

Mr. Rose. That is right.

Mr. Keere. You have done it from the beginning practically,
haven’t you?

Mr. Rose. Yes. Well, we began I think it was perhaps 46.

Mr. StraieaT. Forty-one.

Mr. Rose. Forty-one, right.

Mr. KeeLe. And you were organized in '36. In ’41 you began to
make reports?

Mr. StraigaT. Yes. I feel Mr. Keele is quite right.

Mr. Keete. I don’t know what is right or wrong here, nor am I
trying to express a view. I am only trying to bring out the thinking
on it.. If my questions seem to indicate that I think a certain way,
I regret that. qI am not trying to express any view of my own here.

Mr. Rose. Since January 42, actually we have been making pub-
lished reports.

Mr. O’Toore. May I ask a question at that point, Mr. Keele?

Mr. KeeLe. Surely.

Mr. O’Toore. Mr. Rose, have you any idea of the total amount of
these grants from all the foundations in the course of a year as to
what they amount in actual dollars?

Mr. Rose. I haven’t, Mr. O’Toole, offhand. I don’t know.
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Mr. O’Toore. Do you think it might be a good idea, Mr. Rose, for
legislation to be drafted calling for a tax of 1 or 2 percent on all of
these grants, and the money so collected to be used solely for the
purpose of establishing a Government office or a Government position
that would review these grants, the money not to go to the Treasury
of the United States but solely for the sustenance of such a position
to review these grants to see that they were being used for the proper
purpose, and that they were not being used for tax evasion?

In other words, let them police themselves through a Government
agency.

ng.yRosn. I would see no objection, and a good deal of benefit, to
the policing operation. As to how it should be financed, I can’t say.

I would see difficulties offhand in distinguishing between the founda-
tion gift and the individual gift which is exempt under the same
provisions of the law. I think that would create a problem. I am
only addressing myself now to the means of raising the money that
would be needed.

Mr. O'TooLe. Well, if we were to have such attacks on foundation
gifts or individual gifts and this money solely to be used for this new
position created by the (Government to review these gifts to see whether
they were for tax evasion or see whether they were for the benefit of
mankind and the benefit of civilization——

Mr. Rose. I would want to give consideration before I exercised an
opinion. :

~Mr. O'Toore. If there is to be a continuance of tax exemption, surely
there is some need for (Government or other supervision to decide
whether this is really for study, research, or propaganda.

Mr. Rose. I a with that.

Mr. KeELE. I\Eﬁtraight, let’s consider a moment your views as to
the function or (flace of tax-exempt foundations in modern life.

You have said it, I think, in your report very well, but would you
just briefly state what your view is of the optimum function, shall we
say, of foundations.

Mr. StrateaT. Mr. Keele, I believe, as we have said, that the founda-
tions have a very important pioneering role in the development and
growth of experimental projects, of new ideas, and that role is neces-
sarily played either by the foundations or by individuals or by the
Government, and that, as Dr. Vannevar Bush said here, I thinl‘; the
foundations in playing that role are a genuine protection of societ
against the intrusion of Government into fields where the private indi-
vidual, the foundation is able to make mistakes, is able to acknowledge
its mistakes, if necessary, is able to experiment in the sense that the
Federal Government is not and should not be.

I believe that in the field of education, the arts, of social studies,
which certainly constitute our major interest, the kind of enterprises
we have supported have been beneficial, have led to very useful work
on the part of the country.

I think no other group, certainly no Government institution, could
have financed that work, and I think it is also true of the major
foundations in their own certainly more important fields of medical re-
search, of scientific research and development, of support to universi-
ties and other institutions.

Mr. O’TooLe. At that point, Mr. Straight, do you or do you not—
I am not seeking to trip you, I am asking you for information—think
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that some of these foundation grants which were tax-exempt were at
all times used for scientific studies

Don’t you think there were times when they were used for straight
propaganda purposes? I don’t mean your particular foundation. I
mean in your field.

Mr. StraterT. That is a difficult question, Mr. O’Toole. In general,
the foundation, of course, gives only to an organization which has
been granted tax exemption.

In my opinion, there have been organizations which have violated
their tax-exempt status and which have used funds technically as-
signed for educational purposes in fact for propaganda, for organiza-
tion, for other matters, and I think that is certainly regrettable, and
I think, as you said, a policing of this matter will cause the founda-
tions and cause those organizations themselves to use tax-exempt funds
for legitimate purposes only. .

Mr. O’TooLE. This thing is now becoming so big as to the size of
the foundations and the amount of money they have at their disposal
that it is far beyond the thoughts of those who originally started
them. They have become so big and so complex that the man in the
street in many cases doesn’t know too much about them and in some
cases is suspiclous.

Unless there is some effort made to put these foundations under
regulation the same as Wall Street has done with the SEC—not to
interfere with their cause or not to interfere with their purpose any
more than we attempted to interfere with trading in Wall Street—
but because funds that might be taxable are being used, there should
be some governmental supervision.

Mr. StrateuT. Of course there is, sir, already in the granting of
tax-exempt status to the organizations which foundations support.

Mr. O’Toore. But it is quite loose.

Mr. Keere. Inanswer to one of the questions, namely, G—4, in which
we asked whether or not the public had a direct interest in tax-exempt
foundations, Mr. Straight, you said this:

The public has a direct interest in tax-exempt foundations and comparable
organizations, since most of the work done by these foundations and organiza-
tions inures to the benefit of the public.

Public opinion can be an effective method of control on the operation of tax-
exempt foundations, and to that end it is a good idea for foundations to make
public reports of their activities. Unless informed public opinion is available
as an effective control, public pressure may require a more stringent approach
by the Government.

In other words, you feel, I take it, from that answer that, (1) a
fund such as yours or such as the great foundations have is in the
nature of a public trust. I think you have said that.

(2) Therefore, the public have a direct interest. :

(3) That unless they are informed through adequate reporting, that
there is grave danger that there will be regulation which might do
damage to foundations. Is that correct?

Mr. Strateut. Yes, sir.

Mr. Keere. Is that the progressive steps in the thing?

Mr. StraterT. It is.

Mr. KeeLe. And I take it by that that you do not favor regulation
which would determine how you would give your money or to whom
you would give your money ?

Mr. Stra16HT. That is correct.
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Mr. Keere. Other than the regulations that now exist?

Mr, StraigaT. That is correct.

Mr. Keee, Let’s go back to an earlier part of your report in
answer to the question there. I think it ison page6. :

Mr. StratGHT. Yes, sir.

Mr. Keere. Under section B-15 you were asked the question

Mr., Rose. It is page 7, sir.

Mr. Keere. You were asked whether or not anyone connected with
the foundation—I am having difficulty with my own questionnaire.
The question was No. 9:

Have you made investigations of individuals who are connected with the
foundations, and did any of your investigations reveal anyone who had been

connected in any way with subversive organizations or organizations that had
had been cited?

I think you gave the answer:

No person who is or has been connected with the foundation had at the time
he became connected with the foundation any affiliation with Communist-front
organizations,

One of the diretors, prior to his election as a director, had permitted his name
to be listed as a sponsor of several organizations which were later cited. How-
ever, at the time of his selection, he had severed all connections with such
organizations.

I wonder if you would enlighten us a little on that.

Mr. StraieHT. Certainly. That language was inserted there at
his request, since this was read by all the directors, by Mr. Max Lerner,
who is one of our directors.

The directors became acquainted with Mr. Lerner in 1940 and 1939,
and at that period Mr. Lerner, in my opinion, was one of the leaders
in the liberal movement in the United States and one of the leaders
most bitterly attacked and abused by the Communist Party and its
various fronts.

For example, Mr. Lerner was very active as a journalist and a writer
in supporting the war effort, and for that purpose since their vindica-
tion 1s reserved for people who challenge their efforts at leadership
within the labor movement, within the liberal movement, Mr. Lerner
was very bitterly attacked f)y the Communists.

Now, previously, I understand this, although I didn’t know Mr,
Lerner at the time. Mr. Lerner had as a young man, as a young pro-
fessor, been associated with several groups as a sponsor which later
on were cited or criticized, and Mr. Lerner has required that to be
Ri)inted out, but in my opinion—and I think it is the general opirion—

r. Lerner is a very outstanding, loyal, and fine American.

Of course, he was well quafiﬁed, in our opinion, to serve as a
director, precisely because of his knowledge .of the social welfare,
the educational, t{e social study, the social science fields in which his
foundation was interested, and his very acquaintance with liberal,
with radical movements in this field, we felt would help him in asses-
sing for the foundation these numberless requests that came in from
all over the country, which, as I said, for lack of field work it was
very hard for us to otherwise assess and distinguish.

Mr. Keere. That is the man, then, to whom you refer in that
answer

Mr. StratguT. Yes, sir.
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Mr. Keere. And that-is the only person connected with the founda-
tion who has been cited ? .

Mr. StrarcaT. That is correct.

Mr. KeeLe. Then you were asked in question D-14 of the question-
naire: )

Has your organization made any grant, gift, loan, contribution, or expenditure,
directly or indirectly, to any individual, individuals, group, organization, or
institution which grant, gift, loan, contribution, or expenditure or recipient has
been criticized or cited by the Un-American Activities Committee of the House
of Representatives or the Subcommittee on Internal Security of the Judiciary
Committee of the United States Senate?

Your answer to that question was as folows:

The foundation made no grants or contributions directly or indirectly to any
organization or institution subsequent to citation of that organization or insti-
tution by the Un-American Activities Committee of the United States House of
Representatives or the Subcommittee on Internal Security of the Judiciary
Committee of the United States Senate.

Grants were made on several occasions to organizations and institutions which
were later cited, but after the directors of the foundation learned of such cita-
tion, no further grants were made to such organizations or institutions,

Moreover, such organizations and institutions at the time of receiving grants
from the foundation enjoyed tax-exempt status by a ruling of the Treasury

Department.

Then we asked you to list those organizations which had received

ants from you, and which of those organizations had been cited or
listed, and you gave in your citations the Southern Conference for
Human Welfare, grants in 1943 of $1,500; 1944 of $1,500; 1945 of
$1,000; 1946 of $1,500; and 1947, $1,000; 1948, $1,000. .

Were not there grants also made by the Whitney Foundation to
that organization in 1939 and 1942%

Mr. Strargar. Is that correct?

Mr. Rose. Yes, that is.

Mr. StrateaT. That is correct, Mr. Keele.

Mr. KeeLe. Why were they not listed ¢

Mr. STRAIGHT. {’Ve have them listed on another sheet, and I am
sure it was solely by inadvertence. It is a mistake and I am sorry for
it.

Mr. Rose. Excuse me, I do have an explanation for that.

Those grants in those years were actually made to the New School
for Social Research. The particular activity of the Southern Con-
ference Educational Fund in those years was carried on through the
gelvlv ?chool, and the amounts, I think, are listed under the New

chool.

Mr. Keee. The New School for Social Research, the Southern
Conference for Human Welfare in 1939, $2,500.

Mr. Rose. In 1939, that is correct.

Mr. StrateaT. T wonder if I could explain that further, Mr. Keele.
The grant in fact—and I think this is entirely correct—was not to the
Southern Conference but was to a research project which was originally
sponsored by the New School and which the Southern Conference came
in as sponsor in 1941.

Now that research project was actually by a Miss Elinor Bontecou
who is at present engaged in research work for the Rockefeller Founda-
tion, I believe, and it was research into the problem of suffrage in
the South, and therefore it was not originally connected with any
organizational work of the Southern Conference.
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The Southern Conference did come in in 1941 to sponsor that re-
search, and subsequently grants were made to the Southern Con-
ference.

Mr. Keere. Yes; but this is back in 1939. You say the Southern
Conference came in in 1941. You list it under 1939, 2 years before
the Southern Conference came in, according to your statement, as
the New School of Social Research, the Southern Conference for
Human Welfare.

Mr. StratcuT. Is that our reply, sir?

Mr. Rose. It is in the annual report.

Mr. Keece. It is in the report, the third page of your report, re-
port for 1939, about six up from the bottom.

Mr. StrateuT. I can only say, Mr. Chairman, I have gleaned back
over the files on this and have read all our correspondence, and the
story that I have just told you is entirely correct in our files in the
sense that Miss Bontecou received this grant, and the first mention
in our files, as I found them, of any connection with the Southern
Conference was in 1941.

I should point out, Mr. Chairman, again as I have that the founda-
tion directors changed in 1940, and therefore it is perfectly possible,
as Mr. Keele says, that 1939 directors of Southern Conference were
active in this, and I frankly wouldn’t know.

Mr. Foranp. Mr. Simpson.

Mr. Smmpson. How many different organizations received grants
prior to the time they were cited ?

Mr. KeeLe. We are going through it, Mr. Simpson. This was the
first one?

Mr. StraTGHT. Yes.

Mzr. Simeson. All right, go ahead,

Mr. Keere. There are 6 separate organizations, but there are a
total of 20 grants covering 6 organizations which have been cited at
one time or another.

You have also listed there the League for Mutual Aid. That is on
page 13 of your report. In 1938 and 1939 grants of $500 each were
made. You have listed Frontier Films, grants of $1,000 in 1939,
$2,000 in 1940, and $1,600 in 1941,

Now there were grants made to organizations which have been
cited which you did not include in your list; isn’t that a fact?

Mr. Straicar. I think you are referring, sir, to the American
Council of the Institute of Pacific Relations, and that is a fact, and
that was an inadvertence on our part due to, I think, a careless reading
of your questionnaire.

Mr. Keere. And that was as late as 1948, wasn’t it ?

Mr. StrateuT. Yes, sir. As I understand it, the Judiciary Com-
mittee of the Senate did not cite but did criticize the American
Council of the IPR in its report (f)ublished, I would say, about approxi-
mately in June of this year, and our questionnaire of course was sub-
mitted to you shortly after that date.

Mr. KeeLe. Now Frederick Vanderbilt Field is probably personally
known to you, isn’t he?

Mr. StratenT. 1 have met him at one IPR conference.

Mr. KeeLe. And in 1940 he resigned, did he not, as the executive
secretary of the American Council?

Mr. StrateuT. I don’t know, sir.
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Mr. Keere. But he was very well connected, very closely connected
with it, wasn’t he?

Mr. SrraicaT. Yes; he was,

Mr, Keere. And Field’s activities between 1940 and 1948 became
very well known, did they not? He made no secret of the fact that
he was a Communist, did he, or a Communist sympathizer ¢

Mr. Straicer. I think he made a secret of the fact that he was a
Communist. I think he made known the fact that he was a Com-
munist sympathizer.

Mr. KeeLe. If you made the investigations you say, why was it that
as late as 1948 you were still making contributions to the American
Council ¢

Mr. StrareaT. Well, I would like to answer that at length, if I
may, Mr. Keele, because that is a matter of considerable interest to
me.

I attended the Mont Tremblant Conference of the Institute of Pacific
Relations in 1943. To be perfectly frank, I was tremendously im-
pressed at that time with some of the work of the conference and with
many of the delegates there, and I was as a matter of fact very much
antagonized by certain individuals, including Mr. Field. Nonethe-
less, the Institute of Pacific Relations is something very much more
than the American Council. It is a world-wide organization which
in my opinion is still doing a useful and unique work in the field of
research and education.

Now I think in the opinion of these other components of the insti-
tute, a feeling grew up that the American Council in the forties and
under the influence of men like Frederick Field departed from its
role as a scholarship organization, as an objective research organiza-
tion, and in fact adopted the role of advocate in the field of far-eastern
policy, and I have discussed this matter with members of other com-
Euonents of the institute such as the members of the Royal Institute of

nternational Affairs in Britain who are considerably concerned over
this matter. ' :

It came to a head shortly after the war, I believe, in the conference
held in Honolulu, and following that in my understanding the Ameri-
can Council was reorganized.

The then chairman left. The members of the Communist Party, if
there were any at that time, left. I myself had acquaintance and full
trust in the then director and present director, William Holland.

The 1948 grant of the Whitney Foundation was given for one spe-
cific purpose, and that was to help the American Council prepare data
papers on behalf of the United States delegation to a 1948 conference
on Indian-American relations, which was held in 1948 in India. That
United States delegation was headed by Arthur Compton, a very
distinguished American.

It was joined by I. F. Baker, vice president and treasurer of West-
inghouse Electric; by J. Morton Murphy, of the Bankers Trust Co.;
by Mr. J. Ballard Atherton, of the Mutual Telephone Co. of Hawaii:
and by a good friend of mine, Mr. W. F. Rivers, of the Standard
Vacuum Oil Co.

Now, our grant was to help this group go well prepared to India.
In India they met with an outstanding delegation led by G. D. Birla,
f‘h{{g again is known to me as one of the outstanding industrialists of

ndia.
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I have read through the reports on that conference; and, while
great acrimony and bitterness developed because the Indian business-
men believed they were entitled to more support from American busi-
ness than they were receiving and were told by the representatives of
the United States there that they could not expect more support, none-
theless Mr. Rivers and others felt that the conference did a great deal
of good in clearing away misunderstandings between this Nation and
India, of which T am personally acquainted as are a great many.

In other words, I think this grant, sir, was a very successful grant,
and I personally believe that the IPR, today, backed by men like
Gerard Swope and directed by men like William Holland, is a grou
which is now well supported by many American corporations ang
which deserves support. _

I don’t by a.ng means mean to say, by that, if a properly constituted
committee of the Congress should conclude in its own wisdom that
this group is subversive, that any foundation should thereby be en-
titled to give tax-exempt funds to the American Council of the IPR,
but it is my understanding that no such ruling has been made; and,
while no present grant is considered for the IPR or the American
council, as far as I am concerned that is an open matter.

Mr. KeeLe. You also failed to list in your answers—did you not #—
a grant to the TPR-in 1943¢

r. StrataHaT. That is correct. The IPR was left out as an organi-
zation. You are quite right. That 1943 grant, I think, was related
to that Mont Tremblant Conference which I described.

Mr. Keere. You did not include—did you ¢—the American-Russian
Institute grants. In 1937 you gave $500; in 1938, $1,000; in 1939,
$500; in 1944, $500; in 1945, gﬁOO; in 1947, $500.

Mr. Stratgar. Yes, sir. !

Mr. KerLe, I am referring now to the American-Rusisan Institute
of Cultural Relations.

Mr. StrargHT. That committee, as we understand it, was cited by
the California Committee on Un-American Activities in 1948, subse-
quent to our statements, and by the Massachusetts House Committee
on Un-American Activities in 1938. It was not cited or criticized, to
the best of our knowledge, by the committees mentioned in your
questionnaire.

Mr. Keece. Now, you said in your questionnaire that in making
these grants you did consult the Guide and various other publications,
and before the Guide was available you considered at all times or con-
cerned yourself with other publications.

Well, you have just mentioned the fact that the Massachusetts cita-
tion took place in 1938. How do you explain the fact (1) that you
did make these gifts, and (2) that you didn’t list them here?

Mr. Stratent. Well, I will have to say that, as far as I know, that
Massachusetts citation was not known to me at the time.

The grant to the American-Russian Institute, as you have pointed
out, commenced before the present directors became directors, but
continued considerably after through the war years and, I think, as
you have said, for one postwar year. ;

T%{mse grants were granted basically for the purpose of research
work.

The 1946 aﬁ)plication was on behalf of catalog cards to be pur-
chased in the Library of Congress to make a Library index. The 1947

25677—53——28
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ant was in response to an appeal for a very much larger amount

or the general budget.

Those grants in general were to do research work by eople who
included, in my opinion, some very reputable scholars, and they were
represented at all times as research work to be done by specialists and
scholars.

It included Prof. George Cressy, of Syracuse University ; Mr. Lazar
Bolin, of the Department of Agriculture; Mr. E. C. Ropes, of the
Department of Commerce; Mr. John Chapman, of Business Week;
Dr. Henry Sigerist, of Johns Hopkins; and Robert Magidoff, of the
Columbia Broadcasting System.

Mr. O’Toore. What type of research was this?

Mr. Strarcut. The application was for study series providing fac-
tual material. Well, tﬁey wrote to us and said—in fact, they had
applied to us for a grant to be used for one of two purposes during
this war year, I think, of 1944 ; but, in fact, our grant had been used
to put out a pictorial pamphlet entitled “Industry in the U. S. 8. R.”
which they claimed was used subsequently by the United States Army
for specialized training classes.

Mr. O’'Toore. There was none of this research done in Russia itself?

Mr. StratguaT. Not to any knowledge I have, sir; no.

Mr. O’Toore. It was all second-hand information that was given,
not factual? '

Mr. StrateuT. It was. It was done by these groups in some cases
which later became the Institute for Russian Studies in Harvard,
Columbia, and other groups. :

Mr. O’Toore. But the study was based solely on the writers, not by
factual observers?

Mr. StrateuT. Oh yes, sir. No question about that, I think.

Mr. Rose. Mr. Keele, you have been speaking about the grants to
American-Russian Institute 1937 througlE.J 1939. In 1948 a pledge of
$250 was made, but it was not paid, as the directors learned that the
American-Russian Institute had been cited. -

That was by the committees Mr. Straight has mentioned, but that
knowledge came to us when we received a copy of the Government pub-
lication early in 1948.

Mr. KeeLe. Mr. Rose, do you wait until you find that an organiza-
tion is cited before you decide whether or not you should make a
contribution?

Mr. Rose. No, sir.

Mr. KeeLe. Don’t you make any investigation of these organi-
zations?

Mr. StratgHT. Yes. On the board of the American-Russian Insti-
tute, sir, were people known to me, such as William Lockwood, whom
I had a high regard for. I haven’t seen him since the Mont Tremblant
Conference ; Ernest Simmons, whom I think is an outstanding scholar
on the Soviet Union, the author of many books; Mrs. Kathleen Barnes
and others whom I knew.

I also knew Edward Carter, not very well, but I regarded him as a

-man of considerably high reputation with a long background in the
field of social work.

Now, we regarded this ground as an objective group preparing
library material and preparing factual material. Some mformation
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has since come to light in these committees that in fact it was also
engaged in propaganda.

At the time, and particularly during these war years, I think we
sincerely felt that this was an effort to spread further information
concerning an ally of the United States, and of course with hindsight
1 think it is possible to look back on some of these and say that per-
haps Soviet Russia was not an ally, but at the time, I think, she was
accepted as such.

Mr. O’Toore. I can’t understand, Mr. Straight, why there had to be
such a study of an ally. Everyone knows that Russia was taking
without any question anything tiat we would give them. There was
no difficulty on the part of Russia accepting our supplies, men, money,
and everything else. Why was there a necessity of studying them?

Mr. StraigHT. Mr. O’Toole, I think that they submitted to us lists
of a great many groups, organizations, study groups, women’s insti-
tutes, and so forth, who were clamoring for further material on Soviet
Russia, who felt at that time that they wanted to know more about it.

Mr. O’Toore. Did you find an equal demand on the part of scholars
to study France or to study England?

Mr. StratgHT. No, sir; I think they felt that they knew those coun-
tries. They had access to information concerning them.

Mr. O’TooLk. I just heard you testify. You gave a group of names
there of various men you said were outstanding scholars on Russia or
on the Russian situation.

I don’t doubt they are outstanding scholars, but it is a sort of mystery
to me how our people who have been in the consular service, and who
have actually been in Russia during a period of years, come out and say
they know absolutely nothing about Russia, that they never had the
opportunity of looking over nor were they allowed to study the situa-
tion. Yet, these people are classified as great scholars and authorities.

To me I am wondering whether they are great scholars and authori-
ties solely on the study of second-hand material or from actual obser-
- vation. ‘

Mr. StrateBT. I would say the people I mentioned were scholars in
the sense that they have made a very expensive study of present-
day material and have set it against what they know the background
and tradition of that country to be. :

Mr. O’'TooLe. How many people can actually know much about the
background of that country? ,

Mr. StraigeT. I can believe they know more about the background
than about the present, sir.

Mr. O’Toore. From my observation we are dealing with a country
whose policy on all things changes every day. Their communications,
their state policy every single day is changed, and how anyone can
become an authority I don’t know.

Once again the question comes to my mind, not directed at your
foundation but whether these groups that were given these grants for
propaganda purposes or for actual study, and God knows there was an
awful lot of propaganda in favor of Russia during the war

Mr. KeeLe. What about the grants to Commonwealth College in
1937 and 1938% You have not listed those either ; have you?

Ker. StrateHT. Ihave no recollection of Commonwealth College, Mr.
eele. :

Mr. Keece. In 1937, $500.




430 TAX-EXEMPT FOUNDATIONS

Mr. StrateaT. Well, as I have pointed out to you

Mr. Keere. In 1938, $500.

Mr. StrateHT. That was 3 years before I came onto this foundation.
I frankly don’t know about it.

Mr. Keere. I am not asking you now about the grants. I am asking
you why they were not listed here in your answer as grants made to
organizations which had appeared on the Attorney General’s list or on
the House Un-American

Mr. StraicaT. I assume we have no record at all of its being cited.
I take your word that it has been. _

Mr. Keere. Well, Commonwealth College was cited as Communist
by the Attorney General in a letter to the Loyalty Review Board
released April 27, 1949. It is on page 40 of the Guide to Subversive
Organizations and Publications.

It was characterized as a Communist enterprise, cited as subversive
by investigating committees of the Arkansas Legislature. Common-
wealth College is, as you know, in Arkansas, and it received money
from the Garland Fund.

The Special Committee on Un-American Activities report of March

29, 1949, made.in 76 and 167, cites it. It was also cited by the
Massachusetts House Committee on Un-American Activities in 1938.

Mr. Strarear. Well, of those, Mr. Keele, you are quite right in
pointing out that at least one if not all come within the scope of
your question in D-14,

Mr. Keere. Or D-10.

Mr. Strateuar. Or D-10.

Mr. KeeLe. Which was the Attorney General’s list.

Mr. Strateutr. Yes. Well, the Attorney General certainly is in
D-10. I think those Arkansas and Massachusetts groups are not.

Mr. Keete. Do you know how many grants your organization has
made through 1951 %

Mr. Stratcar. 1 don’t offhand, sir; no.

Mr. KeeLe. Well, by our computation from your report that came
to us, we find 440 separate grants.

Mr. Foranp. Isthat over the life of the foundation ?

Mr. Keewe. That is beginning in 1937; 1937-51, both years in-
clusive. We find 20 of those grants were made to institutions which
have been cited, criticized, or appear upon the list of the Attorne
General. Does it not occur to you that that is a very high percent&%e%

Mr. Strateur. Well, sir, I think, as you have pointed out, the Iist
of the Attorney General occurred in 1948 or 1949, and many of these
grants, in fact, were made 10 years previously by members who are
not even directors of this present foundation.

I think at the time certainly information was lacking which subse-
quently came to light, and at the time also it became in 1948 and 1949
very much more easy to distinguish between the Communist Party
line and the non-Communist line,

In many of those years, frankly, it was extremely hard for people
who were full-time foundation directors to make up their minds, with-
out available aid, as to whether an organization might be doing
undercover work that did not appear in any way on its application.

Certainly none of the applications of any of these groups at any
time would indicate in any way that they were carrying on work
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hostile to the interests of the United States; and, had they, it is out
olf1 the question that the Whitney Foundation would have supported
them.

Mr. Keere. Do I understand the tenor of your answer to be that
the small foundation, lacking forces to investigate, may have made
mi;ﬁl;e@s which would not have. occurred had they had adequate
sta ¢ -

Mr. StrateHT. I would say that some of these

Mr. Keere. Had they been able, shall we say, to have had in the
field adequate representatives for investigation?

Mr. StraieurT. I think that is a fair statement.

Mr. Keere. Would you attribute then the relatively high percent-
age in the case of the Whitney Foundation as against a percentage
which I have not figured but which ran about 10 or 12 out of 1,725
grants in the case of the Carnegie Corp. to the fact that the one has
field representatives and a large staff comparably, whereas your
“foundation has a small staff professionally? :

Mr. Strateur. I think that would be a factor in it, sir. T think an-
other factor would be that our field of interest is probably more
substantially in the general areas in which these organizations, groups, -
and individuals were active.

For example, T am sure that the Attorney General is not concerned
particularly in the field of biological medical research, and this
foundation is not either.

Mr. KeeLe. But, of course, Carnegie is for education, you remember.

Mr, StrateaT. Yes.

Mr. KeeLe. So they are, it would seem to me, exactly in the field
where the greatest possibility of danger occurs. I am not taking the
Rockefeller or the Carnegie Institutions.

Mr. StrateuT. ASs you can see from our grants, we are particularly
interested in these fields of labor organization and education, and there
is no question at all that in those fields the Communist Party was a
very active underground force during the life of this foundation.

I think it would have been very remarkable—it would probably have
been more a matter of luck than intuition—had we had a perfect record
during that period from your point of view.

Mr, Keere. I suggest the possibility that smaller foundations—and
by that I mean foundations, shall we say, under $5,000,000—might be
more subject to the victimization than the larger foundations by reason
of the fact that they are not able to afford the large staff for investiga-
tion. Do you think that is a fair suggestion?

Mzr. StrateHT. I do, sir. I think against that you have got to set
the fact perhaps that the directors of this foundation are themselves
active in their own professional way in many of these fields, in a
general way.

Mr. Keere. I don’t follow that. The trustees, you mean ?

Mr. StraTGHT. Yes, sir.

Mr. Keere. Will you say that again, please?

Mr. StrATGHT. Tgat the directors of certainly this foundation
- Mr. Keere. You mean the trustees now or directors; is that right?

Mr. StrateaT. The trustees or directors of this foundation are them-
selves active or follow actively the general field from which these
applicants come, which may not be true, for example, in the case of a
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Carnegie director who is asked to give funds to the field of labor
education. I say that now in no sense as a criticism.

Mr. Keere. I am not sure that I quite understand you, but do you
mean to say that the directors or trustees, as it may be—are you refer-
rinF n?ow to the Whitney Foundation or to small foundations gen-
erall

ME StratgHT. I am referring principally to the Whitney Founda-
tion.

Mr. Kerre. All right—that the directors or trustees of the Whitney
Foundation are interested, shall we say, in these friction areas?

Mr. StratgHT. Yes.

Mr. Kerre, To a greater extent than the trustees of the Carnegie
‘Foundation {

Mr. StratgHT. Yes.

Mlé. Kerre. In other words, they are playing closer to the danger
zone

Mr. Strazent. That is correct, which is also a zone of challenge
and opportunity.

Mr. KerLe. Which they have every right to do. No one is chal-
lenging their right to do so.

Do you think that applies, or do you have information and experi-
ence enough to say whether that applies, to the smaller foundations
generally ?

Mr. StratenT. I couldn’t answer that question, Mr. Keele.

Mr. Foraxp. Do you have any way of ?ollowing through once you
have made a grant, to see whether or not the money is used for the
purpose for which it was given?

Mr. StraigaT. Mr. Forand, we do our best and, for example, to
take one project, the Highlander Folk.School I mentioned to you
before is the type of project which will always run a small deficit
because the trade-unions themselves do not appropriate funds for edu-
cation, but which we feel is in a significant field.

The Highlander Folk School has been active throughout the life
of this foundation, and the foundation in general continued support
although it saw no immediate opportunity of the Highlander Folk
School becoming at any time self-sufficient. On the other hand, the
Highlander Folk School suffered from some of the residual problems
of Iabor organizations themselves,

On its board of directors, for example, which was open to all mem-
bers of the CIO, were representatives of the Mine, Mill, and Smelter
Workers, of I think at least one other union subsequently expelled
from the CIO. .

Now, that problem led to a crisis in the Highlander Folk School in
1947 and 1948, in which the directors of the steel workers on the board,
supported by the directors of the gas, coke and chemical workers, of
the textile workers, of the leading non-Communist unions in the CIO,
forced the issue and compelled t%e representatives of those unions to
resign from the board, by requiring all members of the board and all
staﬂg?nembers to in effect take a non-Communist oath.

And that led to a great deal of friction, of debate, which I endeav-
ored to follow quite closely to find out in fact what the issue was,

I consulted leading members of the CIO about it, and was consid-
erably troubled about it to find out whether in fact the Whitney Foun-
dation should go on contributing to the Highlander Folk School.
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The Highlander Folk School is now organized on a completely dif-
ferent basis. The unions themselves staff their own conferences there,
and the staff of the school itself has been reduced, but these leading
unions have never had any question at all.

People like Philip Murray, whom I consulted about this, have no
question at all that it was useful in their general stru%gle on behalf
of the principles they stood for in their opposition to the Communist
Party, to have the Whitney Foundation support the Highlander Folk
School.

Mr. Foranp. That was the case, of course, where they were doing
self-policing and the thing came out openly, but in some of your other
smal?er projects where you allowed a ﬁrant of say $1,000 for a specific
job, is there any way at all that you follow that through?

Mr. StrarguT. Yes,sir, we do. We write steadily through the year
to the recipient and require them to make in our opinion reasonably
full reports to us as to how the funds have been used.

Mr. Foranp. Now if you should find one that is not using the funds
for the purposes for which they were made available, is there any way
that you could stop your grant and get a refund say? '

Mr. StraicaT. I would doubt that, sir. Another example was the
organization mentioned by Mr. Keele, the Southern Conference.

ow we gave initially there, as I said, for the purpose of education,
for the study of suffrage in the South and specifically for the poll tax,
and that study continued, but we came to feel after a time that the
Southern Conference was in. fact becoming more of a political and
organizational movement, and therefore we tended to become rather
doubtful about the wisdom of giving foundation aid to the Southern
Conference. '

Subsequently the Southern Conference was split, and Mr. Keele
was referring to one part of it. The other part of it, the Southern
Conference Educational Fund, has still continued under non-Com-
munist auspices and still enjoys tax-exemption., -

However, we felt that the usefulness of the Southern Conference
from our point of view had come to an end during this period in
which it was in fact attempting to become a different type of or-
ganization.

Mr. Fcranp, From then on you made no more grants?

Mr. StrateuT. That is correct.

Mr. Foranp. But no attempt was made in any case to retrieve the
funds that had been allocated, if you found they were being misused ?

Mr. StratgaT. I am not aware of any, sir. I think that could in-
volve us in quite serious problems since we presumably made a legal
obligation when we inform an organization that fundi will be made
available to it.

Mr. Rose. Might I just interject there that we have a practice of
making only 1-year grants. We are never committed beyond the rela-
tively small amounts you find as the annual grant.

Mr. Foranp. So all you have to do is stop making grants and cut
off the project, so to speak; is that the idea ¢

Mr. Rose. That is correct.

Mr. Simpson. Keeping in mind the conditions as you recall were
existent when these grants which are being criticized now were made,
and in retrospect, would you say that those grants were unwise{
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Mr. StrateaT. I would say, sir, that this whole country has learned
a great deal that it was not aware of at the time some of these grants
were made. I would not make these grants today, for obvious pur-
poses and reasons. N

Today, looking back on it, for example, the Frontier Films is men-
tioned, that film that we helped support was made on the subject of
civil liberties. Now, looking back on it, the film was very highly
reviewed by the New York Times, by the Brooklyn Eagle, by the New
York Herald Tribune. Now if it was unwise, perhaps, it was an
“unwisdom” which was shared by those newspapers Igenerally.

I would be very hesitant to use hindsight, but I would say that
today we are all a great deal wiser conceming the interrelation of
communism, democracy, and the role of the Soviet Union than we
were then.

Mr. Simeson. Who is wiser; you, the directors, or the other
directors?

Mr. StraigaT. I believe the whole Nation is, sir. I think I am,
and I think the other directors are. :

Mr. Simpson. What do you do today to avoid making grants to a
fringe organization? How do you examine into it now as you didn’t
examine 1nto it a few years ago!

Mr. STRAIGHT. Welf, we have stated in our questionnaire, in the
reply to your questionnaire, that we do make use of the material that
is available, the guide, various other organizations which make a point
of listing groups. :

We certainly, I think, are very slow to support any organization
that we have any question about, but basically Y)eyond the guide, when
you say a fringe organization, I take it you mean one of questionable
nature.

We can only relay again on our own intuition, on the advice of the
people we trust, and I would think that we are now quite experienced
in that field.

Mr. Simreson. In the final analysis, it is still a personal matter for,
the directors.

Mr. StrateaT. Well, it seems to me it can only be so where there is
no legislation, where there is no ruling laid down.

Mr. Simpson. Whether you have a staff or not.

Mr. StrazeaT. It still would be. I think you will find in the case
of Rockefeller that where there were questionable grants under dis-
cussion, the staff simply forwarded those applications to the directors
and let them decide without a recommendation, and whether we had
a large staff or not, the same problem might arise.

Mr. Simreson. Do you see value in the risk, in taking the chance
with an organization about which you have the least bit of question?
I want to say that perhaps there is.

Mr. StrateaT. I think if you are going to operate in this—what
Mr. Keele has called an area of friction, which to me is a very decisive
area in this country—and I feel that when the CIO purged itself of
the Communist Party, that was a very major victory which could not
have been obtained by the Congress or by the Government.

When you are in this field, obviously, there is risk. I think today
we have the information and the insight to make that risk very much
less than the benefits.
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Mr. KeeLe. Mr. Straight, have you changed your views with refer-
ence to the question of whether the Communist Party in this country
constitutes a clear and present danger from what they were in 1950,
shall we say?

Mr. Straieur. I testified on the McCarran Act, sir, before the
committee under the chairmanship of Congressman Wood, and I
said then at that time my own experience in combating the Communist
Party as I combated it with no relation whatever to the Whitney
Foundation, but in my own professional capacity, my own experience
led me to believe that the McCarran Act would not help people like
myself to set back the Communist Party in the factories and in the
organizations where the front lines in fact existed.

T still hold the view that legislation is not the final or the only
answer to this matter, and in fact may be a hindrance.

Now, I certainly regard the Communist Party as a danger to this
country, as a source of espionage and subversion. I think there is no
question about that at all. '

Whether it should be declared illegal or not, or whether it can be
under the Constitution, as a clear and present danger, is a matter that T
think I am not equipped as a nonlawyer to determine.

Mr. Keere. I don’t mean to rip a sentence out of context of a gen-
eral statement which was made. You are quoted here as saying, ‘%Ne
gon’t be}}ieve that the Communist Party today is a clear and present

anger.

l\Igl". StraigaT. Yes. Well, I was using that phrase, so—I assume
that is from my testimony?

Mr, KeeLE, Yes.

Mr. StraierT. In relation to Justice Holmes’ famous dictum, as to
whether a danger clear and present existed, compelling the country
to take action by the legal suppression of this group, and in the sense
that I believed at that time tl?at, there was no constitutional means of
suppressing and outlawing the Communist Party, under Justice
Holmes’ dictum, I felt that in that sense it was not a clear and pres-
ent danger.

It certainly to me is a danger, but I question—I am not sure it is
one in the sense that Justice Holmes used the Iihrase in denying that
a Conlllmunist Party member at that time could be prosecuted with
as such.

Mr. Keere. Well, as I said, I was not trying to rip the sentence out
of its context, and I take it from what you have said that speakin
now within tﬁe framework of Justice Holmes’ remarks, Jou woul
say t}%e Communist Party is a clear and present danger today ; is that
right

%Ir. StrateuT. I certainly would; yes.

Mr. Keere. I wanted to %ive you that opportunity because I thought
you meant it in an entirely different light than you stated it here.

Mr. StrateaT. Thank you. I certainly would.

Mr. Keevre. I think I have no further questions, Mr. Chairman.

Mr. Foranp. We have no further questions. We thank you gentle-
men for your appearance.

The committee will be in recess until 2 o’clock. _

(Whereupon, at 12:05 p. m., a recess was taken until 2 p. m., this

day.)
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AFTERNOON BESSION

Mr. Foraxp. The committee will be in order.

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

Mr. Keere. Mr. Field, I understand that you would like to have
Mr. Hahn sit with you at the witness table. ’

Mr. Fierp. Thank you very much. He is a director and secretary
of the foundation.

Mr. Keere. Now, for the record, will you state your name, your
residence, and your connection with the Field Foundation, Mr. Field ?

STATEMENT OF MARSHALL FIELD, PRESIDENT, THE FIELD FOUN-
DATION, ACCOMPANIED BY MAXWELL HAHN, DIRECTOR AND
SECRETARY, THE FIELD FOUNDATION

Mr. Ferp, Marshall Field, Lloyds Neck, Huntington, Long Island,
N. Y.; president of the Field Foundation.

Mr. Keere. Mr. Field, you have other work that you are engaged in
besides that, have you not?

Mr. Fiewp. Yes, I have.

Mr. KerLe. And what is the nature of that work or business?

Mr. Frerp. I am president of an organization called Field Enter-
prises, publish the CEicago Sun-Times, the World Book encyclopedia,
Childeraft, a radio station in Chicago, WJJD, and hold interest in
Simon & Schuster, and in Pocket Book Publishing Co., in New York.

Mr. Kegere. All in the nature of work in publications, are they not?

Mr. Frerp. The publications field.

Mr. Kgere. I wonder if you would be kind enough to pull those
amplifiers a little closer to you.

Mr. Fiewp. I am also, of course, a ‘director and a member of the
executive committee of Marshall Field & Co., a bank in Chicago.

Mr. Keeue. Will you tell us the approximate size and assets of the
Field Foundation? .

Mr. Frerp. Somewhere between $11 and $12 million.

Mr. Kerre. And what over the last 4 or 5 years is the average income
that you derive from that?

Mr. Frerp. Between six and seven hundred thousand dollars.

Mr. Keere. And will you tell us the general nature of the activities
or the fields of activities in which your foundation has engaged ¢

Mr. Frero. I wonder if I might just take the time of the committee,
it might shorten the time, if I coufd just read the introduction to our
first annual report, which I think gives pretty much the whole story,
without taking too much time.

Mr. Keere. I have seen it, and I think it would be helpful to the
committee.

Mr. Frewp. I think this perhaps covers the ground rather better
than I can do it.

This is the first published report of the Field Foundation, Inc. It summarizes
activities of the foundation from its incorporation in October 1940 to September
30, 1949, end of the last fiscal year. It is the corporation’s intention to publish
annual reports each fall so that all who are interested in this nonprofit fund,
established for publie benefit, may know which organizations have been aided,

the trend of the foundation's giving, its policies and purposes, and its financial
position.
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From time to time, I am asked about the origin of the foundation. There
are several reasons why I decided in October 1940 that I should establish the
Field Foundation, Inc. For one thing I found that a busy schedule of civic and
husiness responsibilities did not allow time to exercise thought and discrimina-
tion in deciding upon the merits of the hundreds of appeals for donations ad-
dressed to me personally. Moreover, I am opposed to giving of money on a
paternalistic or emotional basis. Such gifts, made impulsively and without
appropriate study, are frequently resented by the recipients and in any event
are extremely unlikely to achieve constructive results.

With these considerations in mind and convinced that the inheritance of large
sums, which public opinion is more and more likely to limit in the future, im-
poses on the recipient of such funds something in the nature of a public trust,
I decided to organize the foundation. I found that there are many devoted men
and women—experts in their fields—who are willing to give of their time and
experience in order to assist in the constructive distribution of funds available
for philanthropy. The members of the foundation are residents of Chicago, New
York, Philadelphia, Washington, and New Haven. They are highly qualified
in their respective fields and sensitive to the social needs of the community.
I am glad that I have been able to vest control of the foundation's policies and
funds in these members, and I am very grateful to them for the time and thought
that they are giving to the foundation from day to day. It is the hope of the
members that by experimentation a few ideas and social techniques may be
helped to germinate which will eventually prove to be of enough value to be
adopted by the community.

Among the first decisions a foundation faces is whether to operate research
and experimental projects directly, whether to focus its efforts on making grants
to other organizations, or whether to do both. Our board decided that for the
present the Field Foundation, Inc.,, would be primarily a grant-making foun-
dation.

The charter and bylaws give the board of directors wide discretionary powers.
In accordance with the provisions of its charter, the foundation limits itself
exclusively to “charitable, scientific, and eduecation” purposes and operations.
The foundation cannot and does not seek to influence legislation or to engage
in propaganda. No grants are made except to organizations having similar
purposes which have been granted Federal tax exemption. The foundation is not
limited to assistance to organizations and institutions within the United States.
Both principal and income may be expeuded. Thus the foundation is assured
freedom of action to meet changing conditions.

As the treasurer’'s report shows, the foundation has assets of $11,000,000. No
spectacular increase in the foundation’s principal is foreseen. Therefore, unlike
the foundations with principal funds many times larger than ours, we expect to
operate with only a small administrative staff.

Interested friends, wholly unconnected with Field interests, have indicated
their confidence in the board and its actions, in certain instances, by generously
contributing cash and securities to the foundation and, in other instances, by
advising the foundation that it has been named as a beneficiary in their wills,

In the beginning, the foundation's grants were distributed over a relatively
wide range of recipients. More recently—as apears from the report—the board
of directors has decided that the principal areas of interest of the foundation
will be the problems of children and those arising in the field of interracial and
intercultural relations. A small percentage of income is allocated to germinal
projects outside the fields of major interest.

In the pages that follow is set forth other information, including review of
the foundation’s grants and the treasurer’s report.

Does that answer the question about the purposes?

Mr. Keece. I should think so. Woulci) you tell us how you hap-
pened to decide-on the particular fields, Mr. Field ?

Mr. Fieep. Well, it was the outcome of quite long discussions b
the board. There are very large foundations that are very muc
interested in the medical field. Now, we didn’t want to exclude our-
selves and don’t intend to exclude ourselves from the medical field.

However, there are such vast funds given by some of these larger
foundations to that field, and also in the field of the natural scienc
that we thought there had been not enough devoted to the socfasj
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sciences. Therefore, that seemed to be our best chance to make some
kind of an impact.

Mr. KeeLe. Who determines what grants will be made? I mean,
do you do that through the board %enerally, the trustees or directors,
or is it done by your staff primarily *

Mr. Frerp. Well, the application in the first instance comes to the
staff, comes to Mr. Hahn here. Mr. Hahn has a couple of secretaries
who can get them into shape and so on.

Then }%e goes over it, and then my office is quite near his, and if the
thing is obviously so far from our field that it is not worth bothering
anybody about, we don’t go any further than that. :

If there is the slightest doubt in our mind, however, it is put down
and the thing is carefully outlined, and all the applications are sent
to the board of directors in advance of the meeting. They have prob-
ably a week or 10 days to look at them.

Now, in particular cases which are in one of our directors’ fields,
the directors have been awfully good as acting sort of as voluntary com-
mittees to inquire more about and get more facts about any organiza-
tion that asks us for money. Eventually the grant itself is passed upon
and how much by the whole board of directors.

Mr. Keere. You use your board of directors or lean upon them
heavily, I take it, for decisions in this field, once they have been passed
on by Mr. Hahn?

Mr. Frewp. That’s right, and I don’t think we have ever passed on
anything unless it is unanimous, after discussion with the whole
board. Ifthereisany objection to it, we just decline it.

"Mr. Keere. You have a board of 15 members, as I understand it.

Mr. Fiero. That’s right.

Mr. KeeLe. Which is comparatively a large board for a foundation
of your size, and I assume that was done deliberately in order that
you micht have as broad a range of judgment as you could.

Mr. Fierp. Well, there is one other thing there. I wanted my chil-
dren, who are very interested, naturally, to get the experience of
this kind of giving and this kind of work, and they were interested
to come on the board, and I never wanted the family itself to be in the
majority.

n other words, I wanted outside people to have a majority, so hav-
ing three children on the board besides myself, that starts with a
certain number for the board.

Mr. Foranp. Is your board and directors and the trustees the same?

Mr. Fieip. They are the same, yes. They are all called directors
in our case. ;

Mr. ForaNp. Are any of them paid?

Mr. Fierp. None of them are paid.

Mr. Keere. I notice also that your directors are drawn not exclu-
sively from New England and New York. You do have directors
from other portions of the country. I wish you would tell us about
that, how that has worked out, and why you decided to do-that.

Mr. Frero. That is right, yes. 'We wanted to cover the field as much
as possible. Of course, a great deal of this money was made in Chicago
originally, and should return to Chicago. It was felt that a good
Chicago representative was very much in order, besides the family.

Naturally, under the circumstances, a great many Chicago applica-
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tions come to us, so we have those. Now as far as the other ones are
concerned, New Haven happens to be Dr. Senn, who is the head of the
Child Development Institute—he happens to be there because he is an
expert in that particular field, and I think that about really covers
the reasons. 'l%ey are all awfully good about attending meetings.
We hardly ever don’t have a very full attendance.

Mr. KeerLe. That was the next question I was going to present to
you, as to whether or not you found from experience the fact that some
of your directors lived at some distance from New York caused any
absentee problem at your board meetings.

Mr. Fiewp. Very rarely. Every now and again it is hard for a
‘Chicago director to get out, but we keep him fully informed of what
has been done or is about to be done, and if he has any comments to
make, he writes them in, but as a rule they come on. They have been
awfully good about that.

Mr. KeeLe. Do you know roughly about what percentage of your
exp}e:nditures are made in the field of mental health, if we can call
it that

Mr. Fierp, Well, that would be rather hard.

Mr. KeeLe, Just roughly.

Mr. Fiewp. I have some categories here.

‘Mr. KeeLe. Whether it would run at 50 percent, 40 percent, or some
such figure as that.

Mr. Frewo. I wouldn’t think that high, no. If you include in the
question of mental health perhaps children’s institutions, where there
aﬁe some pretty sick children, then a quite big proportion would run
that.

Mr. Keere. Perhaps my characterization was not a fair one of men-
tal health. I was using that generically to cover the care of children,
and in some cases it is not a matter of emotional adjustment that you
are working with there, perhaps.

Mr. Frewp. It is fairly liable to be these days. You would be sur-.
prised how few orphans there are today, compared to what there
used to be.

Mr. Keere. How few what?

Mr. Fiewn. How few orphans there are. That is something that
has chan%ed very much. The average length of life of people has
gotten to be so much older, that {rou don’t find nearly as many orphans
as you used to. They are generally there for other causes, because they
are disturbed in some way.

Mr. Keere. In other words, the increased logevity that medical
science has endowed us with -

Mr. Frero. That is the word I was looking for.

Mr. Kesre. Has had the result of giving us fewer orphans.

Mr. Frerp. That’s right.

Mr. Keere. Mr. Field, what do you conceive, to be the place or
function, the primary function, anyway, of foundations in our society ?

Mr. Fewp. Well, I think that by the time that I established the
foundation, it had been fairly well established and I just have taken
that pretty much to be that that objective is a good one, and that they
have done a great deal.

You only have to read the records of the Rockefeller Foundation
and some of these other foundations to just see what they have done
for this country and for humanity in general.
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I believe that a foundation can do a lot of things that other people
can’t do, that it is hard to do personally, because of lack of knowledge
and so on. It is hard for the Government to do it, because it is hard
for them to experiment, and I think foundations can experiment
and can afford to make mistakes.

And probably, if they don’t make some mistakes, they are actually
not doing a very goody job, which ’proba.b‘ly means they are pretty
careful, perhaps too careful. I don’t mean they shouldn’t be careful
from many points of view, but T am talking about the kind of experi-
mentation that is done, is done sometimes on somebody’s idea, as it
is in medicine, done on somebody’s idea, and it may be failure, and
quite often is a failure.

Mr. Keere. 1 gather that you subscribe to the view that has been
expressed here so frequently, namely, that the primary function of
foundations is to experiment, to push back the frontiers, shall we
say, of knowledge, to do that which the Government and individuals—

Mr. Frerp. There are a lot of excellent organizations that have so
much public support, and you know that one contributes to individ-
ually and the country in general contributes to individually that are
thoroughly established.

I don’t think that is the realm of a foundation. You could easily

ive all of your money away contributing to very well known organ-
izations, but it seems to me that the general public is able to do that,
certainly in these days.

Mr. Keere. Now you mentioned the fact that you had a report.
‘What is your view with reference to whether foundations should make
a full accounting or a full reporting of their activities?

Mr. Freo. Well, I think it is very important and completely right
that they should . After all, as I say here, it is pretty much the nature
of a public trust. I would say that it was very important that they
should, and I think that everybody should be required to. I can see

no reason why they shouldn’t.
* If it is a small foundation, then they have got a small amount to
account for. If it is a large foundation, they have presumably got
the staff to do it.

Mr. Kgere. So that it would not fall with undue burden upon the
syna%ler foundations because their activities are restricted by their
S1Ze

Mr. Frewo. I wouldn’t think it would. Now, may I just refer a
minute—

Max, you don’t find it too difficult to get out an annual report?

Mr. Haax. No, sir. '

Mr. KeeLe. The question has arisen. I think Dr. Bush raised it as
1{9 whether or not it might possibly be a burden on the small founda-

ions. :

I think he was referring to the very small foundations where they
may have only a few thousand a year, but I think Mr. Field has
pointed out that in that case their report ought to be comparatively
simple and easy to make.

. Frep. Yes; I think you could just do it from your checkbook
pretty much ; couldn’t you?

Mr. Keece. Checkbook accounting.

Mr. Field, we would like to have your views on the questions I am
going to propound to you, primarily because you are not only in
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foundation work, shall I say, but that you have had considerable
experience in the field of publications. .

€Ve have been wondering and have asked some witnesses their views
as to whether or not the mere fact that there is an investigation being
conducted of foundations would have any effect on foundation giving
and upon foundations. What do you think of it?

Mr. FieLp. Well, I would think it was a pretty good thing, really.
In other words, I think people are liable to go along and take things
pretty much for granted, and this kind of questioning and question-
naire makes you stop a bit and think what you are doing and how
much of this is beneficial.

As I say, I still think that you are going to make mistakes if you
are going to do anything. That is inherent, I think, in almost any-
thing; but I can’t ima%ine its having a bad effect.

Mr. KeeLe. It has been suggested here that the mere investigation
itself may tend to make more timid the smaller foundations who are
less professional, let us say, in their approach to their problems, may
make them more conservative, less willing to hazard money on experi-
ments and so forth.

That naturally is a matter of interest to the committee. That is
why I asked that. The other view, too, has been expressed that it
was desirable. We are interested in getting your views, because those
two views have been expressed here.

Mr. Fierp. It is pretty hard for me to speak for these smaller
foundations. It is hard to say what effect it will have on them.

I would not call ours a very large foundation as foundations go
these days, but I don’t think that it would stop us from considering
anﬂap lications that we always have considered.

r. Keere. As I recall it, your answers to our questionnaire were
rather interesting where you talked about the mistakes of a founda-
tion and of foundations generally.

Would you discuss that? What do you think are their mistakes, if
any, and what their problems are, their main problems?

Mr. Fierp. Well, I think possibly one of the troubles is that yeu
are likely to scatter what money you have got so that it is pretty in-
effective, if you don’t take a good deal of care.

There are always a lot of people who sound pretty persuasive and
are very persuasive and who have perfectly excellent objectives or be-
lieve they have excellent objectives; but, if you scatter it too much, I
don’t see how you can do a very effective job. I think that might be
one of the chief dangers.

Mr. KeeLe. I know that you also said—and this has been touched
upon but net emphasized in other answers—“Not recognizing the pub-
lic interest in their activities” as a possible mistake of foundations.

Mr. Fiewp. I think it is dpossible. I mean, I hope we haven’'t been
guilty of that, but I would think that probably might be a mistake;

es.
J Mr. KeeLe. It has been suggested that better public relations were

erhaps indicated. The thought has been expressed here by a num-
ger of witnesses that the foundations have suffered in the public
mind, at least, by reason of the fact that their activities were not
better known and better understood, and I assume that is what you
are talking about here: that there is a public interest and that maybe
they have not recognized how great the public interest is.
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Mr. Frerp. I think that is possible; yes.

Mr. Kerre. Of course, puE]ic accountability or public reporting
such as we are talking about is aimed at that very thing as you under-
stand.

Mr. Fierp. Yes.

Mr. Keere. Not all foundations publish reports.

Mr. Frecp. Yes,

Mr. Keere. In fact, I should think the very small minority of them
mnow publish a report of their own volition,

Mr. Frewp. I am surprised to hear that, to tell the truth.

Mr. Keere. I think it can be ﬁut this way : that, of the larger foun-
«dations, most of them do; but the larger foundations are in the great
minority, so far as foundations in number are concerned. .

Mr. Frewp. Yes. I think one of the other things we did call atten-
tion to is this: that you have to be a little careful when you are giving
foundation money away, not to attack sort of palliatives rather than
try to get at the cause of things.

I think you can spend an awful lot of money trying to do something

alliative in the way of looking after disease, for instance; but per-
ﬂaps the best way for a foundation to approach it is to try to get at
the cause and see if something can’t be done there.

That is a little bit of what we are trying to do in the children’s field :
to see what it is that causes these children to get into the things they
do and lead unhappy childhoods.

Mr. KeeLe. Now, in answer to our question as to any grants that
have been made to organizations or persons who have been cited or
criticized by the House Un-American Activities Committee or the
McCarran subcommittee, or have been listed by the Attorney General
as subversive, I believe you listed the following or said the following:

The following grants-in-aid were made from 4 to 7 years before it was an-
nounced October 21, 1948, that Attorney General Tom C. Clark had listed the

organizations as subversive and.the Bureau of Internal Revenue stripped the
organizations of a tax-free status.

You listed the following: $2,500 given as of October 15, 1941, to
The Open Road, Inc.; October 15, 1942, $1,000 to the People’s In-
stitute of Applied Religion, Inc., of Evansville, Ind. Will you tell
us about those two grants, pfease?

Mr. Frp. I think we have all the details here. I think perhaps
I can tell it very shortly. .

The Open Road: The actual applicant in that case was the presi-
dent of gmith College. The idea, which seemed to us a very good
one, was that there was to be a sort of travel bureau to help students
from different colleges travel around the country under proper
guidance.

Now, apparently at some later date, this was pretty much taken
over by the Commies, because that seems to have been the conclusion
arrived at by the Attorney General anyway, and the board of directors
and the direction of it seemed to us absolutely impeccable at the time
that we made the grant.

Mr. Keere., And, with reference to the People’s Institute of Ap-
plied Religion, you have set forth these reasons in the answers to the
questionnaire, but I think perhan it is preferable to have you state
what you know of them here. If you want to refer to that, you may.

Mpr. Fiewp. I think possibly on this one I might.

Mr. KeeLe. Page 59.
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Mr. Fierp. $1,000 was voted to the People’s Institute of Applied
Religion in Evansville, Ind. The application was for grant of $4,000
and represented that the People’s Institute of Applied Religion is
doing a vital and most timely work in promoting tolerance and active
brotherhood among impoverished rural citizens in the South.
[Reading :]

It was further stated that, while many organizations in the field of tolerance
were doing worthy work among the middle classes, the People's Institute was
alone in carrying the message of tolerance to sharecroppers and Negroes.

' The grant was not paid until December 15, after the People’s Institute sent
the foundation a copy of a letter signed by T. Mooney, Deputy Commissioner
of Internal Revenue, holding the People’s Institute to be exempt from Federal
income tax under the provisions of section 101 of the Internal Revenue Code.

Second and final grant-in-aid of $500 was made to the People’s Institute of
Applied Religion while the war-emergency board of the Presbyterian Church
of the U. 8 .A. was employing the Reverend Claude Williams, director of the
People's Institute, to work in Detroit under the Detroit presbyteriate direction.
The second grant was made in 1944, ;

As I remember it, this came pretty well recommended. I mean
we had the Presbyterian Church people, and I think the Unitarian
Committee both recommended this to us. I think that was probably
the reason of the grant.

Mr. Keeie. I think there are many other organizations which have
been listed and criticized which you did not list and to which you gave
funds. In 1942 you gave $2,500 to the Southern Conference for Human
Welfare, and in 1945 you gave $5,000 to the same group.

Mr. Fierp. I am sorry we missed out on listing them there. It was
just an oversight. .

The way the Southern Conference came into us was an application
for a conference at Nashville. I remember it very well, and it came
with the very highest recommendation, including a letter from the
t\?}\;’_hite House signed by the President saying he thought this was a good

ing.

It seemed to us to have an excellent objective; that is, to have a con-
ference on how best the South might mobilize their resources of man-
power for the war effort. With that introduction as I remember it,
they made another application at some later date for a grant-in-aid,
which we also granted. This was of course sometime before we knew
anfthing about their appearing on the list.

don’t think they ever have appeared on the list actually. I don’t
think they have ever been cited. .

Mr. KeeLe. They are cited at page 104 of the House Un-American
Activities Guide to Subversive Srganizations. It probably was not
cited at that time.

Mr. Fierp. AsI remember it, they protested that, and I rather think
they were relieved from that allegation. I think at some later date
they protested it.

Mr. Keere, We were checking on that this morning. I think they
did protest it, but I believe it stands.

" Actually, this is the latest publication, May 14, 1951, and it does
stand at page 104, Southern Conference for Human Welfare.

Then there was a gift by your organization or grant which was not
listed ; namely, one to the American Council of the Institute of Pacific
Relations. That was for $1,250 in 1943. I think we talked about that
awhile a%lo—that is, before we came over here—and I think you might
make such explanation as you gave to us about that.

25677—53—29
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Mr. Frewp. That request came in for a conference—this conference
up in Canada. I think again it was really to try to see what might be
done to get India and some of these other countries together. T am
sorry I am a little vague about it.

Mr. Haun. This is the original application.

Mr. Fiewp (reading) :

This is to request a special grant of $2,500 from the Field Foundation toward
the expenses of the forthcoming international conference of the Imstitute of
Pacific Relations at Mont Tremblant, Quebec, December 14.

This conference promises to provide the occasion for an important study of the
basic problems of cooperation in winning the war in the Pacific and securing
some lasting adjustments in that area. The grant of the sum requested would
contribute materially to the success of the program.

Monttremblant is the eighth in a series of triennial IPR international meet-
ings. The value of such conferences depends on the quality of the persons attend-
ing and the thoroughness of the preliminary preparation. Outlook for this con-
ference is encouraging from both points of view.

Then it goes into the probable personnel, which it certainly seemed
to us was very impressive.

Mr. Foranp. What was the date of that?

Mr. Keere. 1943, and that is the same meeting to which Mr.
Straight testified this morning, I think.

Mr. Frewp. I think so; yes.

Mr. Keee. The Whitney Foundation.

Mr, Hann. Yes; that’s right. That is the same one. . :

Mr. Fierp. I see a lot of pretty familiar and rather impressive
names here which I think probably influenced us to make the grant.

Mr. Keere, Well, perhaps I should reserve this question for Mr.
Hahn, but because there are well-known names, your mentioning
of that leads me to question you as to how extensively you examine
into these applications or into these grants. Do you do it merely on
the basis of their having impressive names?

Mr. Frewp. Oh, no, no. We have to know, but the Institute of
Pacific Relations at that time, I am frank to say, is looked upon as an
excellent educational institution, and probably knowing more about
the east than any other institution.

The fact that they asked for the grant would at that time have cer-
tainly made me think that it was a worthy project.

Mr. KeeLe. All right. In other words, at that time you had no
idea that there was any reason for suspicion of that organization !

Mr. Fiewp. No; none whatever.

Mr. Keere. And I believe that is the only grant you made, that one
in 19431

Mr. Frerp., That’s right.

Mr. Haan. There may have been one other after that. There may
have been a small one after that; I am not sure.

Mr. Fiewp. I don’t think so.

Mr. KeeLe. We haven’t caught it.

Mr. Fiewp. T don’t think so.

Mr. Keere. Now, one of the questions which I should like answered
is with reference to one of your trustees, Dr. Channing Tobias.

The reason I ask with reference to him is simply that he has been
identified with a considerable number of organizations which have
been listed as Communist-front organizations; and, therefore, the
finger of suspicion does point toward him. Would you tell us about
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Dr. Tobias, what you know of him, why he was selected for your
board? -

Mr. Fmw. 1 will be very glad to. I have the greatest respect for
him. I think him one of the most intelligent members of his race I
have ever met, and one of the wisest. He is a great leader; he is quite
a leader of his race, and was with the YMCA and also with the Phelps
Stokes Fund. He had some experience with foundation work there
with the Phelps Stokes Fund. )

I think perhaps the answer to his belonging to these organizations
may be best reported in his own words, which were in answer to some
questions that were asked by the subcommittee of the Foreign Rela-
tions Committee of the Senate on the question of his going abroad or
not. '

I think he said at that time, as I remember it, that he could not
have remained a leader of his race if he hadn’t taken part in some
of these organizations in which they were interested ; and I am quite
certain that, if they had a Red tint or were communistic, he would
fight it very strongly from within, I have no question about that.

As I say, all his advice that he has given us shows the greatest wis-
dom and consideration and, furthermore, he saved us from a lot of
very foolish grants, I think, in race relations which didn’t really
have any validity.

Mr. . Well, it is true that a number of the instances in which
he has been identified with organizations which have been labeled by
the House Un-American or by other bona fide groups of the Govern-
ment or organizations of the Government had to do with Negro affairs.

For instance, he was on the Council on African Affairs in man
capacities, and he wrote a great deal for them. He was identified Wit
the Southern Conference for Human Welfare, also.

Mr. Frwp. I think the moment Dr. Tobias got any idea that an
outfit was communistic, he resigned from it. I think he has resigned
from all these things sometime ago.

I do think we have to remember this, Mr. Keele. I am sure you do:
That there are a lot of organizations which were started with perfectly
worthy purposes and under good auspices, that were taken over and
have been taken over. I mean that is a regular technique. I have seen
it happen several times where a perfectly good organization will
just get taken over, and the next thing you know they are on the
Attorney General’s iist, but I don’t thirﬁi in a great many cases they
started with a bad idea or started with any communistic tinge at all.

Now I just can’t speak—I am sorry—for Dr. Tobias’ aéliations,
because I really don’t know all those well enough, exactly what his
puﬁmse was, but knowing him, I am sure it was a good purpose.

r. Keeve. I think we told you earlier today in our office that it
has been charged on very gumfv authority that Dr. Tobias had been
identified with or affiliated with or connected with some 48 Commu-
nist-front organizations, and the large number of them give rise to
* apprehension, of course, as to the man’s intentions. That is why the

matter has been broufht to your attention,

Mr. Frerp. Well, I would just be so sure, knowing him, that his
intentions were good; I just couldn’t believe anything else without
very strong proof, frankly.

Mr. Keeve. All right, we will move to a more personal charge now,

_or at least a question.
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‘With reference to you, Mr. Field, on the letterhead of the American
Committee for Yugoslav Relief, dated August 6, 1945, it listed you as
a sponsor of that organization. It was later cited by Attorney Gen-
eral Clark as subversive and Communist in letters furnished the
Loyalty Review Board and released by the United States Civil Service
Commission June 1, 1948, and September 21, 1948,

The American-Slav Congress of April 26, 1950, also was cited by
the Congressional Committee on Un-American Activities in its report
as a Communist front which was actively supported by the Daily
‘Worker, the official organ of the Communist :Barty of the United
States of America. Is there anything you would like to say about
that, any explanation ?

r. Fewp. I remember at the time it was represented to me and
I thought by reliable sources, as a completely bona fide relief organi-
zation actually to provide relief to women and children. I think one
of the things was they were collecting clothes, as I remember, for
Yugoslav relief. Of course at that time that sounded to me like a
perfectly all-right purpose, just as pure relief.

‘Mr. Keere. And you di& have some personal knowledge or ac-
quaintance, did you not, with some of the people who were heading
that and in whom you had confidence ? :

Mr. Frerp. Yes; there were two or three, I think; two or three
ladies there in New York that I knew that were pretty active on it and
whom I wouldn’t have the slightest question about,

Mr. Keere. All right; now there was another occasion that I would
like to ask you about, You were listed as the sponsor of the Chieago
council of the National Council of American-Soviet Friendship, as
shown by letterhead of the organization dated September 17, 1951.

Mr. Frerp. That was never called to my attention until just about
that time. I don’t know just where they got that. My secretary
pointed it out tome. She found it in some way. Either the letter came
to the office at the Sun-Times or something, and I protested it vigor-
ously and had no knowledge that it was on there at all.

r. KeeLe. That was done, as I understand it then, from what you
have told me heretofore, without your knowledge or consent ?

Mr. Frewp. That is right.

Mr. Foranp. What kind of a protest did you make?

Did you make a protest to the organization, Mr. Field, to have them
remove your name from their letterhead, or what did you do?

Mr. Fmeep. As I remember it, I had my secretary call them up to
tell them to quit doing it, and Max reminds me that I also wrote a
letter at the time.

Mr. Kerre, There was only one other person connected with your
foundation about which we wish to question you, Mr. Field, and that
is with reference to Justine Wise Polier.

You will recall before we came over here we discussed some of the °
problems we had there. She was connected with the National Lawyers
Guild and with the National Committee of the International Juridical -
Association, both of which have been cited by the House Un-American
Activities Committee. She was also a member of the Lawyers Com-
mittee on American Relations with Spain. That, too, has been cited.
There are one or two other instances where she has been associated
or identified either by her name appearing on the letterhead of organ-
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izations or having written articles for those organizations. Would
you tell us something of what you know of Judge Polier, why she
1s on your committee and what you think of her?

Mr. Fmero. Well, Judge Polier has been a judge of the court of
domestic relations in New York for over 15 years. I have actually
sat in her court and listened to the way she handles children, and I
really think that perhaps she is the greatest expert, I would say, not
the greatest expert but among the %featest experts on children’s courts
in tﬁe country. I mean she is, T think, a recognized authority. She
has written a book on it which is very widely quoted.

I have always found her the most charming person, the most under-
standin% person about children, of anybody I know. Furthermore,
I have dined at her house and she has dined at mine, and I would
never have had the slightest—I wouldn’t have the slightest—hesita-
tion in saying that she has never by any intimation shown any com-
munistic leanings.

As a matter of fact, she sort of inherited from her father, I think
it was, the American Jewish Congress, the head of that, and she
got into a really tremendous fight there to kick out a couple of organi-
zations that belonged to it that she considered and were considered
to have a Red tinge at least.

I am not saying they were or weren’t, because I obviously don’t
know, but I know that she was very much criticized by the left wing
for her action there, ) :

Mr. Keere. Well, she was selected, I gather, from what you have
told me heretofore, primarily because of the work of the foundation
with chﬂildren and because of her great knowledge in that field ; is that
correct,

Mr. Fiewp. Absolutely; yes. She has not only knowledge of work
in the court, but through the court gou see she has so much knowledge
of treatment centers, the places that children are sent to, that her
advice is really invaluable in that way.

Mr. Keere. Well, you consider her as a technical expert along
with—was it Dr. Senn, from Yale?

Mr. Frewn. Yes; in the children’s field. I would say Helen Ross
and Jim Brown, all of those people through their experience know
a great deal about children and children’s institutions.

Mr. Keece. I have no further questions of Mr. Field.

Mr, Stueson, I am interested in this question as to whether you
think, Mr. Field, that the growth of foundations should bhe en-
couraged ?

Mr. Frewn. Well, T should say yes, on everything I know about it.

Mr. SirpsoN. You should know considerable about it. Do you
think they are in a field that Government does not and should not
go into?

Mr. Frewn. I think that if they do not exist, they would leave an
enormous gap. Now I suppose that perhaps there might be some
question when they get to a very enormous size.

That might be a question as to whether they might have too much
power, but I can’t conceive that the way they have been handled so
far, the large ones I think perhaps even better than the small ones,
I can’t conceive they do anything but fill an enormous gap that
wouldn’t otherwise be filled.
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Mr. Smmpeson. Do you think then that they justify the tax advan-
tages they are given?

%Lr. Frero. I would say so; yes, I would.

Mr. Simeson. And do you think there should be more of them,
particularly the smaller ones? )

Mr. Freo. I would like to see more responsible ones, yes. That
depends so much on who runs them and so on, but judging from
experience, I would say the more there were, the better.

r. Srpson. The more there are, the better, to enter these fields
where Government does not or should not enter?
- Mr. Frewp. That’s right. I am no expert at all except as a trustee
of a university. I just would wonder what some of these colleges and
universities would do for money if it weren’t for individuals and
foundations.

Individuals, of course, are allowed to deduct a certain amount. I
think it is now 20 percent, isn’t it, of their taxable income?

Mr. Stmeson. That’s right, up to 20 percent.

Mr. Frerp. Up to 20 percent, and I think that is an enormous en-
couragement, and I would hesitate to think what might happen to
some of these university deficits and college deficits if it didn’t exist.

Mr. Simpson. Keeping in mind the present tax laws and the high
rates we have, do you think we will have to depend upon foundations
for our risk areas?

Mzr. Fierp. I think you do, rather, because the inheritance taxes are
go large that an individual is not going to start with as much base
capital as you were able to, as I was able to, for instance, because my
grandfather made a lot of money.

From now on, after you get through paying the inheritance taxes,
you are just not going to have the money unless you make it, and to
make enough to give large sums charitably is a life’s work, and every-
body is not going to be able to do it.

Mr. StpsoN. There is no assurance an individual who may be able
out of his current income to make a substantial contribution in one year
may do the same thing the next year?

Mr. Frerp, That’s right.

Mr. SimresoN. And so that the foundation does within the limits of
its interest provide a continuing source of funds.

Mr. Frerp. Well, I stated a little while ago that I thought that the
foundation’s field was not in the very well-known organizations.
Suppose, for instance—which I pray there won’t be—there were a
recession or depression where individual incomes went down so that
some of these well-known organizations were really suffering for
lack of gifts. Then I think a foundation might very well consider
giving money to those things to keep them going until things turned
around again and individuals could resume their giving.

Mr. SimpsoN. Yes; except that the foundations are pretty well
spending their money today.

Mr. Frewp. Yes; but they do it on new things, new grants, and
maybe it would be better not to take up a new thing. Some day it
might be better not to take up a new thing and support something that
really needs to be upheld. .

Mr. Stupson. A little earlier you thought it was best to go on to
the experimental field, at least I understood you to say that.
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Mr. Frewp. That’s right, except in this case. I would hesitate to
ﬁo into an experiment when an organization that was already estab-

1shed was really suffering for lack of funds.

Mr. SimresoN. But you continue to think, though, that the great

ield for the foundation is in the experimental an the so-called risk
capital area fields? '
r. Fiewn. I do; yes.

Mr. Stmeson. Of course, that won’t provide mone{then if that were
the principal use of the fund, to take the place of the endowments of
our colleges, and so on.

Mr. Frerp, Well, yes, it could, if you stopped giving those grants.

Mr. Smmeson. Not to the extent that the money that you give to a
college is confined to one particular research area, experimental in
nature.

I mean if the time comes that the colleges are—and I understand
they are in many instances—finding they have insufficient money as
a result of their endowments now not being large enout%h, if we put
ou]IJ' money all into research, we won’t have the money then for these
colleges.

Melge Fmerp. Well, may I explain this. I don’t know how other
foundations keep their books, but what we do is, if we make a grant
for a research project of 2 years, for instance, we appropriate that
money immediately, you see; so that any income coming in next year
is fresh money.

Now, all that would go to new grants. Therefore, if we could stop
giving it to the new grant, if things really got bad, as I say, if there
was an organization that really had to be supported and individuals
weren’t able to do it, I think we would provide a cushion there to help
them out. I dop’t know. I am just envisioning a very unpleasant
possibility.

Mr, Srmpson. You might be able to change your policy and use the
foundation ? .

Mr. Freup. We could do it within a year; yes.

Mr. StmrsoN. Change your policy and use the moneys that you have
for the general upkeep of the colleges, if you wanted to ¢

Mr. Fiewp, If we felt it necessary.

Mr. Simeson. On.that point, I asked you, do you think the founda-
tions in general provide a good hedge, a good protective factor, for
the colleges?

‘Mr. Fmerp. Yes; that is what led to what I said. I think you inti-
mated that, and I think it does.

Mr. Srveson. I was told—and I am sure you could give us more
authoritative information in a general statement—that the day of
large individual contributions, one hundred or one hundred fifty thou-
sangdndo]lars, to colleges and hospitals is rapidly coming to a close.

Have you had experience along that line

Mr. Frewn. Yes. It is very hard to raise that much money from
single sources today.

r. StmpsoN. A practical man to make any such contribution would
have to take it out of his capital ¢

Mr. Frero. He would; yes.

Mr. Simeson, I know we want to see the colleges all continue, and
so on, and yet I don’t see that the foundations are anywhere near
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large enough to provide the endowment moneys to continue the col-
leges, if private contributions fall off. ‘

Mr. Frewp. I think it is a verﬂ serious problem. T think hospitals
are in a very serious position at this time. ,

Mr. Smmeson. That brings me back to the question whether you
think Congress should do something to make it still more advan-
tageous to create foundations. '

Mr. Frerp. Well, I would think the incentives were there today. I

don’t think there is any necessity to do anything further.
"~ I mean the experience is that foundations under the present system,
under their present incentives, have been formed, and T would think
they would continue to be formed. I would not want to discourage
them, but I would think that any further encouragement might not
be necessary. I wouldn’t think it would be necessary because of the
experience we have had. '

Mr. SimesoN. Thank you very much. :

Mr. ForaNp. Mr. Field, once a grant was made by your foundation,
is there a follow-up to see that the money is spent for the purpose that
you gave 1t? o

Mr. Fietp. Yes, we get reports about half yearly on most of them,
and then when Mr. Hahn is traveling around, which he does, to in-
vestigate new grants, he goes and sees the people and he himself sees
what is being done with the money, by visiting them. I do some of it
myself.

Mr. Foranp. Have you. found any case where the money was mis-
appropriated, so to speak? )

Mr. Frerp. No. T would say that some of it I found was getting a
bit ivory tower, and that they might be drifting off into something
that was unlikely to lead to any practical result.

Mr. Foranp. But was it being spent for the purpose for which the
grant was originally made? '

Mr. Frerp. Yes, undoubtedly.

Mr. Foranp. Now if you should find a case where money has been
allocated or granted and that it was being misused, say, for subversive
" purposes, what steps would you take?

Mr. Fiewp. Well, wé generally pay our grants quarterly, if they
are of any size, and we could, if it is a very serious case, if it was a
complete misuse, I imagine we could just shut off the grant and cease
to pay the next quarter, and let them sue if they liked.  That is about
all that we could do, I should think.

Mr. Foranp. Even though you had a contract made for a total
amount, you would just refuse to make the further installments ¢

Mr. Fiep. We make the grant citing certain things they are to do.
We repeat, when we make the grant, what they asked for and this is
the purpose, so we make the grant and we say, “We will pay you
quarterly.”

Now if they don’t use it for that. purpose, I would think we would
have the right—I have never been into this with counsel—just not to
send the next quarterly payment.

Mr. Foranp. Do you have forfeiture clause or something to that
effect in your contract?

Mr. Freip. I beg your pardon? -

Mr. ForaNp. Do you have a forfeiture clause or something to that
effect in your contract? :
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Mr. Fzrp. No. The contract isn’t really quite a contract. It is
just a letter saying that this is what we understand they are going to
do with the grant.

Mr. Foranp. Don’t you think it would be wise in making a grant to
have a clause in there that would amount to a forfeiture clause as a
protection, so that you could shut off the funds without getting into
any trouble?

- Mr. Frewp. I would be awfully hesitant to take away from their
freedom of action. I think maybe you have to define that. I just
haven’t given it any thought, I am sorry.

I wouﬁll before answering that like to give it some thought, because .
you don’t want to take away from their freedom. You don’t want
them to think that you are bossing them, becglgse they probably know
much more about the subject than you do. "They always do, if they
‘are experts in the subject. '

‘We wouldn’t want to tie them too much, but you might have a for-
feiture clause, I would think, in certain cases where they could forfeit
the money if thef did certain outrageous things.

Mr. Foranp. If the funds were going in for subversive propaganda
or something like that, that would be grounds to take action?

Mr. Fiewp. Obviously, yes. '

Mr. Foraxp. If I have brought up nothing else, at least I have
brought up this thought which I hope your organization and all similar
organizations will consider seriously, because I think we ought to have
some way, some method, of preventing an organization from misusing
funds.

Mr. Frero. Yes.

Mr. HaaN. We have made a note of it.

Mr. Frero. Well, we will certainly make a note of it and discuss it
at the next board meeting. I think there may be a lot in that. It just
hadn’t occurred to us.

Mr. KeeLe. I have one thought only, if I might present it.

Mr. Field, this is merely a matter of opinion. e are seeking your
opinion. In observing the grants of the smaller foundations and par-
ticularly the very small foundations, such as those who have not
appeared as yet before the committee, we note that there is a great deal
of scatteration giving, $5 to this, $5 to that, and what you have char-
acterized as palliative giving.

The thought has suggested itself that possibly a central clearing-
house where requests for assistance might be processed and to whic
the smaller foundations might turn for assistance and guidance and
sufgestions might be a desirable thing, and I mean by that a pure],
voluntary assoclation for foundations much smaller than yours whic
cannot have any professional staff and which have little experience.

I wonder what you think about the possibility of such a plan ?

Mr. Fiecp. There is a national information office in New York which
we belong to, and you can find out quite a lot from them. I mean, you
can find out Whetger an organization is just a rucket or not a rac’Ket

Mr. Keere. That is the American Foundation Service ?

Mr. Hanw~. The National Information Bureau.

Mr. KeeLe. Well, now, we tried to get information from them and
we found they had very little to give us. I thought you were referring

erhaps to the American Foundation Service, which does furnish in-
ormation from givers and takers, as they say, and I was thinking of
some sort of an association to which perhaps there might be voluntary
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contributions on a percentage basis, a very small percentage basis, from
the smaller foundations, where there could be not only a processing of
requests that came in, but investigation as well of the persons see

it, and whether or not some such service might not prevent thisshotgun
pattern that the smaller foundations appear to make with their dona-
tions of $5, $10, $15, $20, $25 for all sorts of heterogeneous projects.

- Mr. Fierp. Well, of course, there are an awful lot of these ?rojects
that are perfectly good that just live on that kind of giving. I mean,
an awful big percentage of the givings. Foundations, I think, give
114 Mpercent of the money given away in this country in a year.

: r. Hagw, Three percent.

Mr. Fp. Three percent. Well, anyway, it is a very small per-
centage of the money thgt is given, and so much of that is—so many
good organizations are kept on $25 and $10 subscriptions from a great
many people, and it gives them a sense of participation.

I would think that was pretty healthy, but I do think that an or-
ganization would be invaluable who really would do the work if it
wasn’t too expensive. The only thing is, how expensive would it be?
They would have to cover an awfully big water front there.

1\&. Kerre. Well, I was thinking if 1t were a tenth of 1 percent of
the income of the organizations, you would get a tremendous volume
for a central office that way.

One other question: We have been told that since the 1915 investi-
gation conducted by Frank Walsh, foundations have had a horror of
collabo?rating or working together. Do you know whether or not that
is true?

Mr. Fmrp. I think it is absolutely true. It is as much as your life
is worth to get a word out of anybody.

Max is trying to find out what some other foundation director is
doing. T think it is })erfectly absurd, because there could be all kinds
of duplications. Of course, the ones that have annual reports you
could check pretty well. :

Mr. Kegte. There is no Sherman antitrust law, so far as I know,
that is applicable to foundations. I don’t understand it, but I have
been told that. They are afraid to collaborate in any way.

Mr. Hauaxn. That’s right.

Mr. Frerp. Of course, everybody is scared of monopolies or black-
lists, or something like that. You might get some ofp that feeling if
they collaborate too closely and some organization would say, “Oh
well, we haven’t got a chance because the monopoly is against us,”
and so on.

There might be some trouble, I don’t know, but I would think that
the more that foundations can talk to each other, the better, myself.

Mr, Kerre. I should think that there would be a greater advantage
in pooling their knowledge and their experience and picking each
other’s brains on occasions.

Mr. Haux. It would be particularly helpful to the men who are
newer in the business.

Mr. Kerre. That’s right, because there is a period of the shake-
down cruise when they have to experiment themselves.

I have no further questions.

Mr. Foranp. We thank you, gentlemen. The committee will stand
in recess untll 11 o’clock Monday morning.

(Whereupon, at 3: 15 p. m., a recess was taken until Monday, De-
cember 8, 1952, at 11 a. m.I;



