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INTRODUCTION

David C. Hammack

FOUNDATIONS AND OTHER ENDOWMENTS REPRESENT both wealth and voice; it follows that they attract critics. When in 2007 we began the studies that culminate in this book, a prominent criticism held that America’s foundations had become weak, unimaginative, and ineffective rather than bold, energetic, and venturesome.1 Ten years later, as the Great Recession that began in 2008 persists amid a return of American inequality to the levels that prevailed in the Gilded Age and the Roaring Twenties, new criticisms appear. Foundations and endowments are now said to hoard money that should be spent on immediate needs; critics add that in pushing to exert greater influence they reinforce inequality when what the nation needs is more equal opportunity.2

We offer the studies in this volume as efforts to evaluate these criticisms and to put them into perspective. In assembling the book, we have drawn on both history and the policy sciences. Historians wrote several of the essays that follow this introduction; political scientists and sociologists wrote the others. History, we believe, is particularly important for the study of endowed institutions that are intended to persist over the decades. Historians do their best to understand the actual conditions that shaped past decisions and ambitions. Laws, language, and understandings change, sometimes quite radically. The time-series data that social science requires is never available for long periods. Hence, historical study is essential to efforts to comprehend past purposes and past activities and to assess change over time. Because we agree that all institutions must change with the times, we also believe it is essential to bring the best contemporary analysis to any examination of today’s foundations.

FOUNDATION AND ENDOWMENT DEVELOPMENT: A BROAD SKETCH

America’s philanthropic foundations date from the American Revolution. They owe their legal existence to the Constitution’s guarantees of property rights, religious liberty, and freedom of speech and to the rights of corporations as affirmed in the Dartmouth College case of 1819. Through these fundamental laws, the United States freed endowed charities from the close supervision that British rule had assigned to the Church of England and other imperial authorities. America’s new frame of government made possible independent, self-directing endowments, although regulated to some extent by the states and also, especially from the early twentieth century, by the federal government.

Charitable funds and endowments constitute autonomous sources of initiative to a large extent free of limits that constrain elected governments and profit-seeking businesses. They pursue many distinct, often conflicting, and sometimes controversial purposes. For these reasons, charitable funds and foundations are notable components of American pluralism. Throughout American history, they have pursued causes both religious and secular, both notable and frivolous. Many of their causes have been small, local, uncontroversial, and even peculiar. Other causes have drawn foundations into historic controversies that manifested themselves in regional terms.3 Over time, some endowed causes have lost favor as other causes gained support.

From the first decades after Americans expelled the government-funded Church of England, special endowments enabled religious communities to thrive throughout the Northeast. With religion came conflict, as well as community. Endowed funds helped Northeastern Protestants bring churches and schools to the West, even as some religious communities rejected the storing of treasure for holy purposes, insisted that “God will provide,” and urged leaders and followers alike to take vows of poverty. Early nineteenth-century Presbyterians used their funds to try to hold the nation together despite conflict over slavery,4 even as Methodist and Congregationalist funds sent missionaries to engage the slaves and urge emancipation. In the nineteenth century, endowed funds underwrote colleges, engineering schools, libraries, and the arts—helping to advance knowledge and secularism while diversifying local economies and building local elites. After the Civil War, the Peabody Fund, one of the first celebrated foundations that operated on an independent basis, distinct from a particular institution or religious group, worked to spread schools through the defeated South. To operate in the South, the Peabody Fund had to acquiesce to local demands that the schools favor white children. Meanwhile, Northern religious funds competed—with very mixed success—for the hearts and minds of southerners, including white Baptists and Methodists as well as the formerly enslaved African Americans.

At the beginning of the twentieth century, advocates for a stronger, more unified sense of American nationality turned to endowed funds when Congress, still deeply divided along lines defined by the Civil War, could not agree to fund education, science, or most celebrations of the nation. Religious endowments continued their work (as they do today), even as funds committed to science rose to prominence, helping to transform medicine and other professions, to build research universities, to separate northern (but not southern) colleges from church sponsorship, and to create a national system of secondary and especially higher education—again contributing to knowledge and opportunity while also building elites. Through the middle of the twentieth century, a number of foundations, located mostly in the Northeast and around the Great Lakes, promoted national standards in public education, public health, and public administration. Often, of course, local and particular regional and religious interests strongly opposed such national standards. Here and there, small numbers of foundations underwrote efforts to encourage labor unions, women’s rights, and measures of social and economic reform—and, perhaps more often, to discourage such things.5 More recently, a few foundations identified with New York, Chicago, and California have backed movements for equal rights regardless of race, religion, gender, or sexual orientation, while some foundations identified with Midwestern and southern states have underwritten campaigns for religious and/or states’ rights and charter schools. Throughout the history of the nation—but more in some places than in others—endowed funds provided key support for libraries, museums, orchestras, parks, charitable societies, and other institutions of popular education, and the arts that ornament America’s cities despite the absence of government support.

Engaged with fundamental cultural conflicts, America’s foundations and endowed funds have always both reinforced and challenged regional identities and regional differences, thus evoking harsh criticism as well as exaggerated praise.6

Regionally varying experiences with foundations and endowed funds have no doubt shaped the legislation, the regulations, and the legal decisions that control and constrain foundation activity. Despite the significance of foundations for America’s regional differences and despite the many popular and conventional comments about the foundations and American regions, the topic has never attracted serious attention. This book, the third in a series exploring the roles of foundations in the key fields they have engaged and in American history,7 offers an ambitious first effort to assess foundation variation across the United States.

ON “FOUNDATION”

The classic foundation receives its initial funds from a single donor, but community foundations and some others also seek new contributions, and if they receive sufficient new money each year they qualify for the advantageous tax status of a public charity rather than a private foundation. If they make charitable gifts from financial assets that they hold and invest, both public charities and private foundations enjoy significant tax advantages.

Wealth, permanence, and independence attract critics, who can sometimes take advantage of misperceptions, myths, and misrepresentations. It is often asserted that foundations, defined as substantial funds invested for the support of charitable activities over a sustained period of time, date from actions of such industrial titans as Andrew Carnegie and John D. Rockefeller at the end of the nineteenth century. Yet endowed charitable funds had been active for one hundred years by then. It is not infrequently claimed or assumed that all “real” foundations are limited to secular causes.8 Yet neither practice nor law requires an American foundation to be nonreligious, and as always, a large share of all foundations continue to be devoted to religious causes.9 It is said that foundations have abandoned a former commitment to the relief of poverty and disaster. But immediate relief of physical need has never been a chief purpose of American endowments and foundations, which have always chiefly aimed to sustain the activities associated with churches, schools, and other institutions. Recent critics have it that American foundations have mostly given casually and thoughtlessly, taking little care about outcomes. In reality, much foundation-giving has always supported carefully considered initiatives. Not a few of those initiatives enjoyed considerable success, even as many failed. And it is certainly true that some endowments have simply held and distributed money for the use of institutions that a well-informed donor believed would make good use of a flow of income over time.

Observers and critics often note that in the United States, foundation boards can act without reference to legislative majorities or to current markets: if the observer assumes that sovereignty implies a central monopoly over initiatives, such autonomy can seem illegitimate. American foundations enjoy more autonomy than their counterparts in most other nations, perhaps in all. But they can ignore neither public nor legislative opinion—nor the market. Foundations depend on markets to create and maintain their wealth and to yield income, and to generate the wealth that enables others to help support the causes they champion. Foundations must obey the law in making investments and in making grants. To ignore the opinions of the public and of legislators, regulators, and judges is to put a foundation’s future in peril. From time to time, a few foundations—associated with Carnegie, Rockefeller, Ford, Gates, and a few others—have held truly extraordinary amounts of money. But even these foundations have understood that public revulsion can destroy the value of their money. Because a good reputation enhances the value of any grant, foundations have had to learn to take public opinion into account even when pursuing their boldest initiatives. As is increasingly recognized, foundations are most effective when they understand and advance values shared by the people and organizations they support.10

Some of the confusion about foundations arises from the fact that many entities that describe themselves as foundations, or are described as such by critics, are not charitable foundations under American law. The word “foundation” has many positive connotations: it can mean fundamental, basic, substantive, consequential, authoritative, principal, and principled. Proclaiming seriousness and credibility, many organizations that have little or nothing to do with endowment-based charitable giving use the term in their names. Hospital systems such as the Cleveland Clinic Foundation mostly lack large endowments. Annual fundraising campaigns in the style of the March of Dimes—originally the National Foundation for Infantile Paralysis—rarely hold and invest large assets over time. The Clinton Foundation is set up as a public charity that annually raises new money from many sources for charitable purposes; it is neither a private foundation nor a community foundation.11 Foundations that chiefly sell insurance and annuities and manage private—and even charitable—trusts may be commercial rather than charitable. Several large banks and investment companies have, in recent years, created closely tied commercial gift funds that are separately incorporated as public charities, but are by necessity closely associated with their commercial sponsors.

Journalists and critics are tempted to include all the entities noted above as well as many others that hold large amounts of money in discussions of foundations. It can make sense to associate philanthropic foundations with the endowments of charities, such as schools, colleges, universities, medical institutes, and arts organizations that do use their endowment income over time to advance legally recognized charitable purposes. But to conflate foundations and endowed institutions with operating charities that rely overwhelmingly not on endowments but on current income earned through the sale of services and on current fund-raising or with the gift funds controlled by commercial financial institutions—all of which are constrained by their ability to succeed in the current market—makes little sense. It makes even less sense to conflate independent foundations and endowments with the “social welfare” organizations that have recently been used to direct large amounts of money to political candidates, because such actions are explicitly forbidden to legally constituted charities.12 Political action committees are explicitly devoted to politics, not to the support of charitable services, and generally speaking they do not raise money in order to invest it and underwrite giving over time. A trust fund does not have a charitable purpose unless it is, in effect, a foundation or endowment specifically dedicated to a charity. The same is true of a limited liability corporation (LLC), such as Mark Zuckerberg and his wife, Priscilla Chan, used at the end of 2015 to take hold of most of their Facebook stock. Like other individuals and corporations, Zuckerberg and Chan can invest the wealth in their LLC and in other accounts and funds as they like. Their LLC must pay taxes on its income; and, like others, they can use any of their wealth—including that in their LLC or trust—to make charitable gifts when they choose.13 Most private giving comes from wealth held in such ways; overall, foundation-giving accounts for only about one-fourteenth of all private giving.14 Privately held wealth is not charitable until it is given to a charity.

This book emphasizes the foundations that follow federal law that, since the major Tax Reform Act of 1969, has distinguished private foundations that chiefly hold, invest, and distribute significant sums of money for charitable purposes, from public charities, which provide services. Public charities often operate their own schools, hospitals, and other institutions, but they can also constitute community foundations, supporting foundations, and religious funds that mainly raise and invest charitable funds. All public charities seek, accept, invest, and distribute new as well as previous gifts to charitable activities, whether those activities are carried out within the organization itself or by a separate entity. The US Internal Revenue Service uses this language to make the distinction: “Private foundations . . . typically have a single major source of funding (usually gifts from one family or corporation rather than funding from many sources) and most have as their primary activity the making of grants to other charitable organizations and to individuals, rather than the direct operation of charitable programs.”15 Under federal law, the IRS does identify some public charities, notably community foundations and supporting funds that resemble foundations, and that we also take into consideration in this book: “[P]ublic charities [that operate in a foundation-like manner] . . . have an active program of fundraising and receive contributions from many sources, including the general public, governmental agencies, corporations, private foundations, or other public charities, . . . or . . . actively function in a supporting relationship to one or more existing public charities.”16 Historians take a long view of the history of region in the United States; policy analysts necessarily focus on specific current laws and regulations. Before the Tax Reform Act of 1969 federal law did not make a strong distinction between a foundation and an endowment fund. With the 1969 law, complaints against the abuse of tax-exempt foundations to advance personal and family and narrow political interests won a clearer distinction between a private foundation that makes grants, and an endowed public charity that provides educational or other charitable services. An operating public charity has many constituents—employees determined to advance their professional reputations, students or patients or clients who seek valued services, new donors who expect their gifts to make a difference. All these constituents have reason to complain when endowed funds are misused.

Some foundation donors and managers chafed against the restrictions imposed after 1969; gradually, they have succeeded in reducing the distinction between “foundations” and service-providing public charities. In an influential decision in the late 1980s, the US courts opened the way for a commercial gift fund to qualify as a tax exempt public charity. It had only to show that it was a distinct entity set up to hold and distribute charitable funds, even if it was controlled by a profit-seeking firm.17 Through all these changes, it remains true that in general US law leaves a foundation free to determine whether to support causes religious or secular, immediate or fundamental, routine or strategic, charitable or philanthropic—and, if donors grant such power to its board, a foundation may shift support from one cause to another at will.

Today, philanthropic foundations in the United States are notable for their independent control and use of significant charitable funds. Foundations use their funds to support both secular and religious causes, and over time, American legislatures and courts have recognized as charitable a wider and wider array of causes. Charitable funds and foundations grew in numbers throughout the nineteenth century, most of them tied closely to a religious cause or a church-affiliated college. General-purpose foundations first appeared at the beginning of the twentieth century; their numbers grew strongly in the 1920s, the 1940s, and the 1950s. The Tax Reform Act of 1969 led to tighter regulation and, for a few years, to significant taxation of foundation assets: as a result, fewer new foundations appeared in the 1970s and 1980s, and foundation assets declined in purchasing power. But from the 1980s philanthropic grantmaking foundations have grown strongly, despite dips following the stock market gyrations of 2000–01 and 2008–09.

Increasingly prominent and assertive during an era in which the incomes of most Americans have failed to grow, foundations have unsurprisingly attracted criticism. Some critics see foundations simply as exemplifying the increasing inequality of wealth in American society: even as more than half of the nation’s people struggle to meet the expenses of family life, health crises, or old age, some extremely wealthy people advance their preferred cultural and civil causes through mega-gifts and endowments. Searching for ways to fund both basic services and signature projects, some government officials ask whether private endowments cannot be recruited to the support of government use—or whether there might not be ways to use foundation assets as venture capital to revive a lagging local economy. Ideological and cultural motives also drive criticism. As foundations have taken up more and more diverse purposes, those who object to some foundation-supported causes protest foundation tax privileges.

Champions and critics of foundations often assert that foundations have different effects in different places. Foundations are sometimes seen as the products of distinctive philanthropic cultures that reflect dominant understandings of how to do good in certain metropolitan areas or in a particular part of the nation.18 Some foundations seek to intervene in debates over national policies viewed in different ways by groups that are stronger in some states than others. Within states and metropolitan areas, foundations concentrate their offices and their giving in selected localities: critics argue that this reality reinforces differences and inequality among neighborhoods.

How valid are such arguments about foundations and regions? Has the geography of American foundations really changed over time? Where there is change, is it significant? Why is it occurring? Do foundations exhibit different cultures, or support work in different fields, in different parts of the nation? Does the proliferation of foundations make a difference to the regions, to rural areas,19 to areas of concentrated poverty? This book offers an initial exploration.
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Figure 0.1. Distribution of US Grantmaking Foundations By Asset Size, 2013. Source: Calculated from Table 13pf01ta, IRS Statistics of Income Division, July 2013, found at http://www.irs.gov/uac/SOI-Tax-Stats-Domestic-Private-Foundation-and-Charitable-Trust-Statistics.



AMERICAN FOUNDATIONS IN THE SECOND DECADE OF THE TWENTY-FIRST CENTURY

American philanthropic and charitable foundations number in the scores of thousands. The Internal Revenue Service count for 2012 (the most recent available as we complete this book) found more than 86,000 foundations: 78,582 independent, 4,218 operating, 2,629 corporate, and 763 community foundations.20 In addition to the several thousand operating foundations, thousands of substantial endowments, some of them very large, support schools, art museums, libraries, scientific laboratories, and religious institutions in the United States. These funds differ widely in assets: a few hold substantial wealth, but most have under one million dollars. Because there is no practical way to examine all of these funds, and because foundation resources are very unevenly distributed, this book is mostly concerned with the larger funds.



At the high end, in 2012 each of the one hundred largest grantmaking foundations held $721 million or more in assets; altogether, the assets of this one tenth of one percent of all grantmaking foundations amounted to nearly 41 percent of total foundation assets.21 Another 735 grantmaking foundations held between $100 million and $650 million each, an additional 20 percent of all assets. Altogether, 9 percent of grantmaking foundations held assets of $10 million or more: they accounted for more than 86 percent of the assets of all grantmaking foundations.22

The very largest foundations are both concentrated in a few states and widely dispersed. In 2012, twenty-one of the one hundred largest were located in New York, twenty in California, seven in Texas, five in Pennsylvania, and four in Oklahoma. Around the Great Lakes, four operated from Minnesota, three each from Illinois and Michigan, and two each from Indiana and Ohio. In addition to those in New York and Pennsylvania, a number distributed themselves along the East Coast: three in Massachusetts, two in Connecticut, one in New Jersey, two in Maryland, and two in the District of Columbia. Two each in North Carolina and Georgia and one each in Arkansas and Florida joined those in Texas and Oklahoma across the South and the Southwest. Across the Great Plains, the Rockies, and the Pacific Coast, two each in Oregon and Colorado and one each in Nevada and Nebraska joined the large fund totals in California and Washington.

Many of the largest foundations have staffs of ten or more, but the Foundation Center reported in early 2016 that only 730 foundations had staffs of at least five people, while 2,470 had just one to four employees. Each foundation was required by law to give away 5 percent of a moving average of the value of its holdings. By that measure, each of the 835 largest foundations would have given $5 million or more during the year; the largest 39 would each have given between $100 million and more than $1.9 billion. In many states, just a handful of funds hold the lion’s share of assets and make the great bulk of all grants, overwhelming the activities of the very large numbers of small funds.

If we focus on the impact that money and effective staff can make, we have to emphasize these big foundations. Some writings about foundations are really only about a still-much-smaller handful of the very largest—about the Rockefeller and Carnegie funds, or about the Ford and the Gates foundations. On occasion, these giant funds stand out and are fair game for critics.23 Today, a few thousand foundations have quite substantial resources: this book mostly focuses on this larger group.
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Figure 0.2. Pass-Through Foundations Are Most Commonly Small Foundations. Source: nccsdataweb.urban.org/kbfiles/638/passThroughFoundations.xls





If we were to focus on the sheer numbers of individual foundations, we would be examining large numbers of foundations that have small funds and limited expertise, and we would be undertaking a different and more difficult project, one that dealt with small efforts widely dispersed. The Sesame Street phrase is apt here: “one of these things is not like the other.” The median foundation has less than $1 million in assets; at the 5 percent moving average it is required to spend, on grants and philanthropically engaged staff, less than $50,000 a year. For comparison, the average annual cost of health care insurance for a single family was about $15,000.24 To do their work of managing assets and making grants, small foundations cannot afford to have their own employees. Many small foundations hold tiny assets: more than one of every three of the very smallest serves a pass-through function, holding gifts only while disbursing them.25 The amounts given by many smaller foundations exceed the $4,000 in charitable gifts claimed on 6.7 million income tax returns in 2002, but they are orders of magnitude smaller than the distributions from the largest funds. Taken together, the 59 percent of grantmaking foundations that held less than $1 million in 2012 accounted for $12 billion in assets, only 2 percent of grantmaking foundation wealth, less than a third of the assets of the Gates Foundation alone. Foundations that held less than $10 million accounted for less than 15 percent of all foundation assets.




Table 0.1. Foundations and Educational Endowments $2 Billion or More, by US Region, 201326
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Small foundations constitute an interesting social phenomenon. They are important to their donors and they often make a difference to their grantees. As Steven Rathgeb Smith and his colleagues note in this volume, they demonstrate the variety of social, cultural, and religious impulses. But their resources are so small that it is not easy to show that they have a significant impact on local affairs, let alone on the nation as a whole.

Very large foundations are significant, and because their size attracts attention, they are easier to study. The list below shows that large foundations and well-endowed institutions are now widely distributed across the United States. No New England foundation holds $2 billion or more, but that region’s considerable number of highly endowed private universities and other institutions rivals the numbers in the Middle Atlantic, Great Lakes, and southeastern states. The South no longer lags far behind in either category, while the Pacific Coast states boast considerably more $2 billion plus foundations than richly endowed private universities. In the Midwest, the Southwest, and the Pacific states, very high endowments are much more likely to be attached to state universities than to their private counterparts.

WHY MIGHT FOUNDATIONS VARY FROM PLACE TO PLACE—OR NOT?

There are both classic and newly asserted economic, legal, religious, and cultural reasons to expect American foundations to vary in numbers, size, purpose, and mode of operation from region to region. There are also reasons to expect that such variations might have decreased in recent decades.

ECONOMY AND WEALTH

Foundations require concentrated wealth, and wealth has always been distributed very unevenly across the land. Historically, commerce and banking concentrated in the great cities of the Northeastern seaboard, around the Great Lakes, and in a few key river and ocean ports in the West.34 Historically, agriculture characterized the states of the South, of the Mississippi Valley, and of climate-favored areas elsewhere (Vermont and Upstate New York, the Ohio River Valley, large parts of Michigan and Indiana, California’s Central Valley, Oregon’s Willamette Valley, and parts of Hawaii). From the end of the Civil War until the 1960s, the South produced little wealth, except in the oil fields of Texas, the real estate booms of Florida, and the processing of select agricultural products—such as tobacco and cotton—into commodities for mass consumption in the Carolinas. Economic conditions have shaped fortunes and political agendas: economic conditions might also be expected to shape philanthropic activity.35 Despite post–World War II convergence in economic activities and in wealth, inequality among or within regions very likely continues to yield greater disparities in the presence and contributions of foundations.

Over the course of American history, nonprofit organizations have most often been concentrated in relatively well-off, economically complex urbanized areas.36 For practical reasons, most foundations focus on their home area and locate near the nonprofit institutions they support.37 Tax-advantaged charitable foundations can give not only for relief of the poor, the distressed, or the underprivileged, but also for causes that are religious, educational, scientific, literary, safety-testing, and cruelty-preventing.38 We might expect that foundations would support schools, hospitals, and the arts in their home regions, and that foundations committed to particular interpretations of human and civil rights39 would most likely be found in New York, Chicago, San Francisco, and other cities best known for such commitment.

RELIGION AND CULTURE

Historically, religious and cultural traditions associated with distinctive approaches to charity and philanthropy have had strong geographic expression across the United States. Peter Dobkin Hall was not the first to see a close relationship between Congregationalists, Presbyterians, Episcopalians, and Quakers—most numerous in New England, the Middle Atlantic, the Great Lakes states, and in the Northwest—and distinctive notions of charity and civic virtue.40 Writers also discern particular qualities in the religious communities’ characteristic of the American South before the Civil War, and argue for the intensification of distinctive Southern religious traits in response to defeat in the Civil War.41 Catholics, mostly excluded from the American colonies, eschewed both endowments and foundations as they became the nation’s largest religious group by the early twentieth century.42 Jews brought particular charitable traditions, developing them further within the United States. Today, these and many other religious communities are distributed widely and very unevenly across the landscape: their varied ways of preserving belief and community, of raising the next generation, of caring, might well be expected to influence foundations.

Regional religious differences certainly track some long-noted variations among foundations. Presbyterians, Episcopalians, Congregationalists, and other mainline Protestants, who have been among the most prominent creators of philanthropic foundations, are prominent in the North Central states and have a strong presence in the Northeast, around the Great Lakes, and on the West Coast. Evangelical Protestants, who until very recent decades rarely set up foundations, are nearly twice as prevalent in the South as in any other region. In 2000 they exceeded 40 percent of the population in Alabama, Arkansas, and Oklahoma, and also in much of Georgia, Kentucky, north Louisiana, Tennessee, and northern Texas. Catholics have recently begun to make substantial use of foundations. There are more Catholics in the Northeast than all other religious groups combined, but the great waves of European immigration that ended in the 1920s left Catholics concentrated in many industrial areas around the Great Lakes. More recently, Catholic immigrants have often settled in counties on or near the Mexican border, yet in nearly four hundred of the more than a thousand counties of the southern states, Catholics constitute less than one percent of the population. Three-quarters of Utah’s residents belong to the Church of Latter-Day Saints, whose members have mostly given through their church and its institutions. Most Jews live in the Northeast, around Cleveland, Detroit, and Chicago, in southern Florida, and in the far Southwest. Jews have been even more inclined than mainstream Protestants to use foundations.43

LAW AND POLICY

History launched different parts of the United States on distinctive pathways of law and public policy. We often think of the nation as derived from British political culture, and of American law as developed from the precedents of the English common law. But in New England, early judges and lawmakers saw in the common law more emphasis on community institutions, more acceptance of corporations, and less emphasis on the property rights of male descendants than did their counterparts in New York, Virginia, and most of the South. Hence the New England states—and later Ohio and other places where New Englanders exerted strong influence—were more willing to allow bequests to go to endowments supporting churches, colleges, and libraries rather than to distant nephews.44 The Confederate states also shared important legal commonalities: their laws supported slavery until they lost the Civil War, then after resisting Reconstruction they enforced legal segregation of African Americans until the 1970s. Southern legal and political systems are said by some to emphasize individualism,45 by others to empower white male property-owners.



Too often, we forget that the Europeans who conquered and long governed several parts of the United States—Louisiana, much of the Mississippi Valley, and the Southwest—came from the Catholic nations of Spain and France and established legal systems based on civil law. Several recent studies argue that states whose colonial or early settler legal systems derived from English common law still differ systematically from states that started as Spanish, French, or Dutch colonies under civil law. This very general argument engagingly connects the study of economic development within the United States with powerful debates about economic development among nations. “Common law,” some hold, “support[s] private market outcomes, whereas civil law seeks to replace such outcomes with state-desired allocations.”46 Particularly relevant to charitable foundations is the related view that the common law tradition offers better security for funds and investors and more autonomy for enterprises and corporations.47

An influential analysis in this spirit notes that eighteen states originated in the thirteen British colonies, while Oregon and Washington were initially part of British Canada. Four of the colonies, including New York and New Jersey, had substantial experience of civil law as colonies of the Netherlands and Sweden. As parts of French America, Michigan, Illinois, Indiana, Wisconsin, and Ohio had been under civil law before the Revolution; the same was true of Alabama, Arizona, Arkansas, California, Florida, Louisiana, Mississippi, Missouri, New Mexico, and Texas, which came into the United States from the Spanish and French empires. Settlers brought legal traditions to the other states. Some researchers find that courts are more autonomous, and property rights more secure, in the common law states than in the formerly civil law states.48

It is also true that the United States used the considerable powers developed by its federal government during the Civil War to shape the institutions of western territories. As a result, in the states west of the Mississippi, unlike the states of the East Coast, land grant–aided state colleges and universities, state and county hospitals, government-supported agricultural experiment stations and extension services, and national parks and national forest lands have played dominant roles. To the extent that government has done more in the western states, philanthropy has had to do less.

Under American law, legitimate foundation purposes also include “erecting or maintaining public buildings, monuments, or works; lessening the burdens of government . . . [and] defending human and civil rights secured by law.”49 It follows that places that assign fewer tasks to their local governments create fewer opportunities for foundations or other donors. State and local governments draw on widely differing levels of taxable wealth: in 2003, Mississippi, Arkansas, West Virginia, and Montana had total taxable resources per capita of less than $30,000, whereas Delaware, Connecticut, New Jersey, Massachusetts, Wyoming, and Alaska had more than $45,000. One group of states levies taxes at an overall rate of 3.5 percent or less; another group taxes at a level of 6 percent or more.50 And as Julian Wolpert found in a landmark 1993 study, contributions from donors of all kinds, including foundations, are higher in affluent communities whose governments levy higher taxes.51

REASONS TO DOUBT THAT FOUNDATIONS DIFFER NOTABLY ALONG REGIONAL LINES

There are reasons to doubt the continuing importance of regional variation among American foundations. Regional differences in the relative importance of different economic activities, and in sheer wealth, declined sharply after World War II. Commercial forces have greatly reduced cultural differences. The increasingly dominant role of the Supreme Court and of the federal government in human rights, health, education, and welfare have made variations among state governments less decisive. Wherever they live, ambitious people seek access to credit, professional reputation, a hearing for their ideas, recognition for their achievements, the opportunity to launch a hit, all on a national and global basis. Some differences persist along all these dimensions. But many problems now appear to be common across the nation: economic inequality, the cost of healthcare, threats to the environment, challenges posed by international trade, and national security. And although many foundations locate near the institutions they support, many have traditionally located in New York, Chicago, and other centers of communication and finance, or in places convenient for their donors or leaders.

As early as 1960, economic geographers were noting changes in the longstanding concentration of manufacturing in the Northeast and around the Great Lakes, and of business and financial services in New York, Philadelphia, Cleveland, and Chicago. Manufacturing was moving south and outside the United States. Business services were becoming more evenly spread across larger cities. Everywhere, agricultural employment was moving toward a tiny fraction of the population. The pyramid-shaped system of cities dominated by New York and Chicago that dated from the 1820s was devolving into a more evenly dispersed network of large, heavily commercial metropolitan areas.52 During the 1960s, the end of legal racial segregation and the mass adoption of air conditioning reinforced economic changes that were already under way. Southern and western efforts to build great universities and centers for medical and scientific research and the arts pushed the process further. In many ways, the rise of the sunbelt widely celebrated in the 1980s was simply the product of a shift to a much more equal distribution of activities of all kinds.

Claims about the religious, legal, and political sources of regional variation are much debated. Law, politics, religious beliefs, and enthusiasms and ambitions of all kinds clearly shape philanthropy. But how, exactly, is difficult to say. Early settlers no doubt influenced early laws, but newcomers brought their own ideas. In many commercial and industrial cities in New England and around the Great Lakes, Catholics outnumbered mainline Protestants by the end of the nineteenth century, building their own institutions and winning positions in city councils, state legislatures, and the courts.53 In every state the full story is changing and complex: by 2014 the share of the population that claimed to have no religious affiliation had risen to 28 percent in the West—and to 19 percent in the South.54 New York City had been home to 45 percent of US Jews in 1952; by 2000, that share had fallen to just 16 percent.55

No doubt, later developments are to some extent the result of dynamics set by the initial selection of legal and organizational pathways. But some paths lead to dead ends or merge into larger streams. Economic convergence can lead to policy convergence. Legislatures and courts change the laws. Rising religious and cultural communities eclipse those that once set standards for emulation and the processes of imitation or institutional isomorphism that lead to the standardization of organizational forms and operations.56 Once-impressive organizations fade.

The most recent assessment concludes that writing about early southern legal history remains a fragmented enterprise.57 In the most ambitious effort yet taken to find patterns of variation in state regulation of voluntary associations and nonprofit corporations, Elisabeth Clemens found great variation from state to adjacent state, and much change from year to year.58 Stanley N. Katz and his associates conclude that “the law of charity should be understood in its relationship, often a collateral one, to developments in the fields of corporations, real and personal property, trusts and wills”—and also in relation to important changes in legal procedures, state laws, and state constitutions.59



We have not tried to reconcile possible explanations for regional variation among foundations. We do not see the outlines of a unified field theory of American foundations. The authors of each chapter have, however, had these questions in mind.

Influential discussions of American foundations have advanced several propositions that we recast as questions. Did Andrew Carnegie and John D. Rockefeller create the first foundations in New York and Washington, DC, possibly following examples in Baltimore and Washington? Did foundations once push Eastern initiatives into other American regions? Have distinctive local cultures shaped the philanthropic practices of foundations? Have new, entrepreneurial, technology-based West Coast foundations transformed American philanthropy? More modestly, do American foundations, which account for less than 10 percent of all donations, reinforce distinctive regional patterns of giving?

Some writers see foundations as reinforcing inequality, or even underwriting dynasties;60 others assert that they can redistribute wealth—or ask them to do so;61 still others see them as replicating patterns from place to place. Some authors argue that foundations have a comparative advantage over other institutions as social entrepreneurs or institution builders, honest brokers or risk absorbers, or as value conservers. Critics counter that foundations exhibit the disadvantages of insufficiency, particularism, paternalism, and amateurism.62 Even the richest foundations have insufficient wealth to substitute for modern governments, so it is difficult to see how foundations could make big differences in these ways for ill or for good, but such complaints and expectations deserve close scrutiny.

If foundation giving does have significant effects, foundation locations—as well as the locations of their grantees—might well matter. If foundations support valued institutions—for education, for research, for health, for the arts, for the preservation of religious or cultural values—then places, states, and regions rich in foundations are likely to be rich in such institutions. If foundations can somehow reduce poverty or inequality or racism, or if on the contrary they intensify such maladies, their concentration in some locations could confer advantages or disadvantages that other places will want to examine. If foundations are crucial to sustaining religion or culture or science, those committed to religious, cultural, or scientific enterprises will care where foundations are located. This book seeks to identify the kinds of variations that might be found in foundation characteristics and practices across regions—and also to identify areas in which variations are less important than the commonalities.



The contributors to this volume share a concern with measurement—of resources, of information about the numbers of foundations, about their assets, and about their total giving, by state, county, or zip code. The Foundation Center collects information about grants from a selected set of 1000 of the larger foundations: in preparing this book, all contributors have made use of that data set for the years 2000 and 2005, and found it of some use. In this first chapter, we have examined data from this source and as the notes make clear, many others, to assess current knowledge about differences in foundations from state to state.63

Because the Foundation Center data set emphasizes discreet grants without reference to larger programs of giving, uses data from an unspecified set of about a thousand of the larger foundations, and seeks to protect the identities of individual foundations (not easy when a single foundation dominates an entire state, as in Washington, Arkansas, Nebraska, and some other states), its strength is in describing large, general trends. It is a suggestive but incomplete source of information about what foundations are really seeking to accomplish, or about the flow of money across state lines.64 Information about foundation purposes, or about the ways foundations seek to achieve their purposes, is often difficult to find. Most foundations state their purposes in very general terms—as the law permits, and as makes good sense to boards that wish to preserve their freedom to change purposes from time to time. Some foundations announce broad program objectives, but rarely with great detail about specifics, duration, or resources committed. All the essays in this book go beyond Foundation Center data; each uses varied and distinctive sources.

We can say something about the tendencies of foundations in particular places to focus their grants at home or in another direction. We can say something about the fields foundations choose to address. We can offer a variety of perspectives on the signals that foundations seem to send, and can offer some grounded thoughts about how foundation purposes vary from region to region, and how they remain the same regardless of location.

A few foundations have undertaken impressive efforts to evaluate the effectiveness of their giving. But foundations seek to address large, complex, contested fields with limited resources. Most foundation boards are unwilling to divert funds into serious research on the impact of their grants. So while we are learning something about giving strategies that produce results, the available studies do not tell us much about differences in foundation effectiveness from place to place.



Given the complexities—the wide diversity of foundation purposes and approaches, the great variation in foundation roles from one field to another, the large number of pertinent state laws (laws that continue to change from year to year), the lack of adequate sources of data about foundation giving—we have commissioned a diverse range of essays for this volume. All essays make extensive use of the best current data available from the Foundation Center, but the authors have had to recognize the limitations of this and every other data source, and have defined their own foci and developed their own approaches. Several of the essays are based on new data collected mostly in the early 2000s for the purpose. Yet the authors have also worked extensively with one another. The essays on the more easterly regions—by David Hammack on New York, Jessica Elfenbein and Elise Hagesfeld on Baltimore, Elise Hagesfeld and David Hammack on Cleveland, and by Martin Lehfeldt and Jamil Zainaldin on Atlanta and the Southeast—take historical approaches appropriate to clusters of foundations and endowed charities that have long, complicated histories. The essay on Atlanta and the Southeast, by two distinguished scholars and foundation leaders, is one of the first serious efforts to describe the understudied foundations of the South.

The Baltimore and Cleveland essays also seek, in part, to assess recent efforts to use foundations to promote economic development and to improve elementary and secondary education. All authors were very much aware of current interest in what foundations might do to address poverty and economic inequality within their own metropolitan areas; two essays—by Alan Abramson and Stefan Toepler on foundations in the Washington, DC, region and by Heather MacIndoe on metropolitan Chicago—emphasize this question. Peter Frumkin and Heather MacIndoe take the entire state of Texas as their region and ask more comprehensive general questions: what difference do foundations make in the state as a whole? What difference can a state make to its foundations? And how do foundations vary from one part of the state to another? Writing of foundations in Los Angeles, David B. Howard and Helmut K. Anheier ask, in a skeptical spirit, whether foundations are making a measurable difference in that vast city. Are they significant in campaigns to reduce poverty and inequality, or to improve health? Carol J. Silverman and Arleda Martinez show that with regard to foundations Silicon Valley and San Francisco tell a tale of two regions, not one single Bay Area. Steven Rathgeb Smith and his colleagues examine the bifurcated world of Washington State, in which the Bill and Melinda Gates Foundation towers over a lively group of smaller foundations, showing how foundations both have great potential as innovators and face formidable obstacles in promoting social change and policy reform.

This book has come together over a longer span of time than any of us anticipated when we began. As the last of three books produced by the Contributions of Foundations project of the Aspen Institute’s Nonprofit Sector and Philanthropy Research Program, it reflects that project’s many discussions and debates. As a result, we are confident, this book has a greater unity than most collections of papers.

DAVID C. HAMMACK is the HIRAM C. HAYDN Professor of History at Case Western Reserve University. His books include A Versatile American Institution: The Changing Ideals and Realities of Philanthropic Foundations; American Foundations, Globalization, Philanthropy, and Civil Society: Projecting Institutional Logics Abroad (Indiana University Press); and Making the Nonprofit Sector in the United States: A Reader (Indiana University Press).
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