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SUMMARY OF THE PROCEEDINGS 
 
In January 2004, the Bradley Center released via the Internet its first monograph, Trouble in 
Foundationland: Looking Back, Looking Ahead, an in-depth look at the debate surrounding the 
Charitable Giving Act of 2003 (a.k.a H.R. 7). As a part of the release, the Bradley Center convened a 
panel discussion on the monograph, held on January 15. The event was attended by over fifty nonprofit 
administrators, foundation leaders, members of the press, scholars, and students. Alan Abramson of the 
Aspen Institute led the panel discussion, along with Elizabeth Boris of The Urban Institute and 
Georgetown University’s Pablo Eisenberg. Speaking first, however, was the monograph’s author, Peter 
Frumkin. 
 
The Tax Reform Act of 1969, “the real first major set of regulations” regarding foundations, had two 
important unanticipated effects, Frumkin began his presentation. Both were defensive reactions to 
government regulation on the part of foundations. First, foundations sought to recast themselves as 
“public trusts …operated for public purposes.” Second, they became much more professional, with large 
increases in staff and administrative costs. However, neither of these reactions addressed the two core 
challenges to philanthropy, then or this past year: the effectiveness of philanthropy and the 
accountability of foundations. Hence, said Frumkin, we’re right back where we were thirty years ago. 
“For this circle to really be broken, the foundations need to get their eyes on the core issues, the real, 
basic, fundamental issues of effectiveness and accountability, develop an argument for one or both of 
these, and I think that their problems would recede significantly.” Foundations could begin, he noted, by 
seeing to it that their payout rates are determined by a calculation of the amount of money needed to 
carry out their missions effectively, rather than by set rates or common practices. 
 
The three remaining panelists had both criticism and praise for Trouble in Foundationland. Both Alan 
Abramson, of the Aspen Institute, and the Urban Institute’s Elizabeth Boris disagreed with Frumkin 
about the problems of professionalization. Boris argued that the professionalization of the foundation 
world has increased its accountability, because many foundation professionals come directly from 
nonprofits and are in continual dialogue with them. “I would think that having staff in place who talk to 
one another, who go to meetings about grantmaking… do[es] raise the level of grantmaking,” she 
argued. Abramson took issue with the idea that professionalization dampens creativity. “Rather than 
professionalization being the enemy of creativity, I think there is some professional prestige… that 
attached to creative grantmaking.” But Georgetown University’s Pablo Eisenberg took issue with 
Abramson: “Who do we have as professionals in our foundations?” he lamented. “We have a lot of 
people who are not creative, [who are] supercautious, inexperienced, and gutless—and many of them are 
chosen precisely for those qualities.” Eisenberg faulted above all the selection system for professional 
philanthropy’s lackluster leadership.  
 
As for Frumkin’s claims that foundations have failed to address issues of accountability and 
effectiveness, Boris cited the freedom foundations have to decide for themselves what is effective, 
resulting in a “salutary and healthy” diversity. This diversity also means, however, that some 
foundations do very well in improving their effectiveness, while others do not, and still others simply 
don’t care whether they are effective. One might want all foundations to monitor their effectiveness, but 
that would contribute heavily to administrative costs, Boris concluded. On the topic of accountability, 
Eisenberg criticized nonprofit organizations for not standing up for higher payout, demanding more 
money for operating costs, and otherwise holding foundations accountable. “For their part, nonprofits, 
lacking spine, have shown an enormous degree of lack of integrity and cowardice,” Eisenberg fumed. 
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And the Council on Foundations, he added, has done “zippo” to put in place structures that would 
facilitate better grantee-donor relationships. 
 
Questions were posed to the panelists by several audience members, including the Independent Sector’s 
Peter Shiras, Capital Research Center’s Terrence Scanlon, Drew Anderson of the Heritage Foundation, 
and Hudson Institute’s own Amy Kass. Also in attendance were the CEO of BoardSource, Deborah 
Hechinger, Steve Jordan of the American Chamber of Commerce, and Chronicle of Philanthropy editor 
Stacey Palmer. The Chronicle carried a piece by Frumkin and a mention of the monograph in its very 
next issue.  
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PROCEEDINGS (EDITED) 
 
MR. SCHAMBRA: My name is Bill Schambra, and on behalf of Krista Shaffer and myself, I’d 
like to welcome you all to the first event of 2004 sponsored by Hudson Institute’s Bradley 
Center for Philanthropy and Civic Renewal.* 
 
We’re pleased to introduce today the first monograph commissioned by the Bradley Center, 
authored by Peter Frumkin, the title of which is, Trouble in Foundationland: Looking Back, 
Looking Ahead. It isn’t quite ready for the printer, but we thought that we would try to make his 
observations available to the press and to the public sooner, rather than later, given the strong 
likelihood that Congress will take up soon some of the questions that he addresses so well in this 
fine work. [Note: The printed version of this monograph is now available electronically and can 
be downloaded from Hudson Institute’s online bookstore at 
http://www.hudson.org/files/pdf_upload/Frumkin_2004_PDF.pdf or 
https://www.hudson.org/bookstore/itemdetail.cfm?item=56401.  
Hard copies can be requested by contacting Hudson Institute at (202) 974-2400.] 
 
This being Washington, I suspect that those questions, the ones of interest to Congress, will 
command most of our attention today, but I hope we don’t lose sight of a larger project that is 
apparent in his monograph, one that, as I understand it, he will develop even further in his 
forthcoming volume on foundations, and that project is a call for a new appreciation for the 
purposes and passions of the donor. 
 
Notice I say purposes and passions rather than intent of the donor. Intent of the donor, 
obviously, is hardly a new concern, and that discussion deteriorates fairly quickly into sort of 
endless legal disputations. But the purposes and passions of the donor, those intangible and very 
often idiosyncratic moral and political impulses that compel people to give, those haven’t gotten 
much attention, I don’t think, from students of philanthropy in recent years. 
 
Peter suggests that the reason for this is that the field is necessarily focused elsewhere since the 
Tax Reform Act of 1969. It’s focused primarily on philanthropy as a public institution. But I 
think one of the very strong points of this monograph is that he reminds us that there’s a price to 
pay for that concentration. Especially as we seek to encourage individuals of wealth to become 
philanthropists, we need to speak to their fundamental instincts and passions and not leave them 
with the impression that this is a field reserved exclusively for technically trained experts. 
 
At Hudson, we’re trying to speak to those passions and interests and address the first questions 
of philanthropy: Why should we give? How should we give? What should we give? And for that 
purpose, I’m pleased to say that we just added to our list of senior fellows, Amy Kass, who’s 
here today, whose book, The Perfect Gift, is a rich collection of literary, spiritual, and 
philosophical reflections on these first questions of philanthropy. 
 
For today’s session, Peter Frumkin will open with a brief summary of his monograph. Peter is 
an associate professor of public policy at Harvard University’s John F. Kennedy School of 
Government and is affiliated with the Hauser Center for Nonprofit Organizations. His 
forthcoming book on foundations follows a book published a couple of years ago entitled, On 
Being Nonprofit. We’ll then ask our panel of distinguished commentators to respond. They’re 

                                                 
* This event was held at Hudson Institute’s former Washington office located at 1015 18th St., NW, Ste. 300. 
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well-known to everyone in the field. Their bios are in your handouts, so I simply will announce 
them quickly in order: 
 
Elizabeth Boris will go first in the comments part of the session. She’s the founding director of 
the Center on Nonprofits and Philanthropy at the Urban Institute; 
 
Pablo Eisenberg is senior fellow at Georgetown University and founder of the National 
Committee for Responsive Philanthropy; 
 
And Alan Abramson is director of the Aspen Institute’s Nonprofit Sector Research Fund. 
 
Peter? 
 
MR. FRUMKIN: Thanks very much, Bill. It’s a pleasure to be back in Washington and have a 
chance to talk with you today. 
 
What I thought I would do is walk you through some of the themes in this paper on foundations. 
I’m going to focus on some of the more policy-relevant aspects of it, in my view, and I will 
probably reserve my comments about passions and personalities for the discussions. It’ll be 
clear, but I can only cover so much. 
 
So what is the current climate for foundations today? I think it’s generally pretty tough. I think 
foundations are facing renewed scrutiny —powerful scrutiny —from the Hill. There’s the 
possibility of regulation. We saw that in the debate around H.R. 7. [The Charitable Giving Act 
of 2003] It was not resolved. It’s going to come back. 
 
We see rising criticism in all forms of media. There was a hard-hitting series in the Boston 
Globe. There have been pieces in the Mercury News, on and on, and The New York Times has 
run some pieces. The media is picking up on foundations, looking at them carefully and running 
some pieces that are generally contributing to a rather conflicted and turbulent environment. 
 
So 2003 was a tough year for foundations. 
 
Now, let me just give you a quote and ask you who you think said it. The quote is as follows: 
 
“It was a period during which foundations were kicked in the shins and had their noses bloodied 
and, consequently, we who worked for them tend now to harbor understandable sense of 
injustice. We resent the unfairness and shortsightedness of some features of the legislation and 
the extra burden these will cause us. We resent the irrational emphasis placed by Congress on a 
few uncharacteristic instances of administrative caprice in foundations…, while the overall 
positive record of foundations in American life was ignored. We resent the impression left with 
the public… that foundations were simply indicted, tried, found guilty, and punished.” 
 
Since I’m an academic, I always like to have a little pop quiz: Who said that?  
 
Well, it’s very possible that it was a foundation leader in 2003 reflecting back on the tough year 
that was. We could think of a number of people in big foundations or associations that may have 
uttered those sentences. But, ironically enough, those words were uttered a full 33 years ago by 
Alan Pifer of the Carnegie Corporation, and he was talking not about H.R. 7, but about the real 
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first major set of regulations that were enacted regarding foundations in 1969 as part of the Tax 
Reform Act of ‘69. 
 
So today’s debate is not new; its roots reach back 30-some years. To delve into that further, let’s 
just remind ourselves where foundations were back then, how they were regulated and what 
happened. Then we’ll fast forward 30 years to the current debate and think a little bit about the 
policy questions that now confront the field and the troubles that are facing foundations. 
 
As many of you know, the Tax Reform Act of ‘69 included a whole set of new regulations 
bearing on foundations. I just will tick off a few of them here: 
 
It had prohibitions on self-dealing, meaning restraints on the ability of foundations to engage in 
transactions with interested parties; 
 
It had guidelines regarding the quality and risk that investments could be undertaken within 
foundation endowments; 
 
It had limitations on the ability of foundations to control large blocks of stock; 
 
There was a payout requirement in the Tax Reform Act of ‘69. This is the first payout 
requirement. It was enacted back then, and it was originally set at 6 percent, but subsequently 
rolled down to 5 percent. The direction Congressional debate had initially taken was toward a 
mandatory 40-year death sentence on foundations, but that proved to be unacceptable. At the 
very last minute, without any real economic analysis, a payout rate of 6 percent was written into 
what became the Tax Reform Act as a compromise, to encourage foundations to move their 
resources out into the public; 
 
Finally or in addition, a limit on political activity by foundations was part of this package, as 
well as an excise tax on net investment income that was originally set at 4 percent and then 
rolled back down to 2 or 1 percent. 
 
So this was a rather technical set of regulations, and as a sociologist, I’m always fascinated by 
the effects of regulation. One of the interesting things about regulations is they don’t always 
have the intended effects; that is, it’s very hard to predict what’s going to happen when you 
regulate a field. 
 
Now, what happened to the foundation field after ‘69, I believe — and I argue in the paper 
that’s available now —is that there were two unanticipated effects of the Tax Reform Act of 
‘69, and they had nothing really to do with the financial administration of foundations, but 
rather with both the ideology and the practices of the foundation field. 
 
On the idea side, following this major package of regulations and the fight that surrounded their 
passage, foundations went through a period where they recast their identity. They redefined 
themselves not as private institutions governed by private individuals, but rather as public trusts 
that were to be operated for public purposes; if you go through the documents from 1970 of the 
Council on Foundations and the big foundations, there are a lot of ideas about how to recast the 
position of foundations, the identity of foundations, as public institutions. 
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Soon after ‘69, there was talk about a need for a code of conduct, a set of principles and 
practices. Jim Joseph, of the Council on Foundations, enacted these principles —to which the 
foundations eventually agreed. There was an attempt to bring to the foundation world a sense 
that there were, in fact, standards and a code of conduct.  
 
At the level of identity, the field went through a period of great self-revelation following the Tax 
Reform Act of ‘69, a heightened sense of openness, a whole series of efforts to increase the 
number of annual reports, the number of open houses, all types of efforts to increase 
transparency and to project information about the foundation field out into the world. 
 
Now, these were not part of the Tax Reform Act of ‘69. The Tax Reform Act of ‘69 was about a 
set of technical requirements of foundations. But the foundation field responded very 
defensively —though in some ways reasonably —to the criticism that was placed upon it, and 
foundations went through a radical process of self-reinvention and reconceptualization. 
 
But there was a second part of this transformation. It wasn’t just about the position of 
foundations and public life; it was also —even moreso —about the practices of foundations and 
their governance. These are what I want to focus on a bit, now. 
 
Foundations went through a period, after the Tax Reform Act of ‘69, when they became much 
more professional, they increased their staff levels, they increased training. They attempted to 
bring professional standards to the field. Now, no one predicted that this would happen after ‘69 
—in the sense that there was no requirement that foundations become professional; but it was 
indeed part of the foundation field’s reaction. A shock had been given to foundations and they 
responded accordingly. 
 
Now, these two developments —the new ideas that foundations were public institutions and that 
they should be professionally managed —were, in fact, reinforcing. The more public 
foundations became, the more they needed professional staff to interact with grantees, to interact 
with the public; and the more professional staff and professionals gained control of the 
foundation field, the more they embraced the idea that these were, in fact, public institutions to 
be governed for public purposes. 
 
In the paper, I go through a number of steps to establish these two claims and the powerful 
reaction to the Tax Reform Act of ‘69. I’ll give just a little bit of the evidence of that now. 
 
First, I tracked 600-plus hiring decisions in the foundation fields following the Tax Reform Act 
of ‘69. Looking at program-officer-and-up positions over the 20 years following the legislation, 
I found that, in fact, there was a great increase in the number of people coming from foundations 
—people either being promoted or moving within foundations, going from 15 percent of all 
hires to 41 percent, as well as people coming from the nonprofit sector, going from 18 up to 21. 
Over the same period, university and government sources of hiring dropped. 
 
This is reasonably good evidence of the growing salience of kind of professional expertise. 
After 1969, the foundation world turned inward and began to define for itself a set of 
expectations and standards for management of foundations. Foundations put greater and greater 
evidence on the salience of expertise in grantmaking. (Now, Bill alluded to the fact that I have 
some concerns about this development, but that will distract me from my direction.) So, after 
‘69, we see a move to increase professionalization. We see this new idea that foundations are 
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public institutions, but we also see something also very significant —and this is what I want to 
focus on: after the Tax Reform Act, after the regulation of foundations in ‘69, administrative 
expenses in foundations jumped up to 15, 18 percent (after having hovered around 6 to 9 percent 
before ‘69), and they’ve held steady there to this day. 
 
It is significant that, when Congress turned to regulate foundations, it sought to do a minor 
tweak. It sought to redress a few, isolated abuses in the financial management of foundations, in 
terms of investments and self-dealing, and it wanted more money to flow out from the 
foundation field, so it imposed a payout requirement. But what Congress ultimately got was a 
growing sense of professionalization and a growing sense of the importance of staffing in 
foundations, because the foundations reacted quite defensively to this set of regulations. As a 
result of regulations, the foundations ramped up their staffing, ramped up their ability to cope 
with the political environment, and that’s basically where they are today. 
 
To bring it home a little bit, you’ll see that the administrative expenses as a percentage of total 
expenses (a basic measure of overhead) at both the Carnegie and Ford Foundations began a 
steady rise precisely in ‘69. [Graph shown.] 
 
Now, as a sociologist, I ask why this happened. The answer is pretty simple: this is a defensive 
reaction. And the reason I’m telling you this is because I’ve got very serious concerns about the 
ability of the current policy community and foundation community to fully predict the effects of 
any new regulation. No one said, at the time, that the Tax Reform Act of ‘69 would lead to what 
it did, in fact, lead to —namely, higher staffing levels, higher levels of professionalization, and 
higher levels of administrative expense. 
 
This brings me to one of the profound ironies of the situation —and I’m going to come back to 
this. The irony is that the change Congress contemplates in the current regulations would 
remove the ability of foundations to count administrative expenses as part of the payout 
requirement —but the ramp-up in administration within the foundation community was a direct 
result of regulation 30 years ago. But we’ll get back to that. That’s too good not to say twice. 
 
[Laughter.] 
 
MR. FRUMKIN: And I’ll say it. I think it has to frame our discussion, at least somewhat. 
 
Now, the current debate surrounds the proposal to take administrative expenses out of the 
payout, the net effect of which, assuming there were no massive staff layoffs, would be to 
increase, very modestly, the payout rate, forcing foundations to be more generous and to devote 
more of their money to philanthropy. 
 
In the paper I sketch, I think rather dispassionately (but I tend to think of myself as a rather 
passionate person) the arguments around the payout debate, and I’ll just spell them out very 
briefly here because I’m of the view that there are very good arguments on either side of the 
current debate. 
 
On the side of a higher payout rate —meaning getting administrative expenses out of the payout 
number and, in effect, moving up the payouts —I think there are at least three good arguments: 
 



 

 10 

First, moving more money out sooner is wise because it will allow foundations to do what 
Andrew Carnegie and Rockefeller thought the field should do in the first place; namely, nip 
problems in the bud; intervene early; not wait for problems to exacerbate, but use money in the 
current time to attack issues head on. 
 
A second good reason for a higher payout rate is that foundations may very well be able to 
afford paying out more because there’s an anticipated major new influx of money heading 
towards philanthropy. Projections about the intergenerational wealth transfer vary greatly, but 
there’s no doubt that there are huge quantities of new money about to enter philanthropy, and so 
one good argument for a higher payout rate might well be that the field can afford it; that more 
money will be entering; and philanthropy will continue to grow. 
 
A third argument is the “intent” argument —which means, basically, that if foundations move 
their money out quicker (and it might have to be a lot quicker than just the contemplated percent 
that’s on the table right now), it might, in fact, tether foundations more directly to their donors. 
It might allow donors to have a greater control over their foundations. 
 
Now, those are three possible arguments for this higher rate that people are talking about right 
now as part of a new regulatory environment. I propose, however, there are at least three good 
arguments against this: 
 
One, who knows if the problems of the world are not going to get more severe? Can anyone 
here tell us that things are only going to get better? I don’t think so. So, when the foundations 
argue that any increase is dangerous, one possible explanation is that problems in the nonprofit 
sector and the social sphere are likely to get tougher, and money will be needed down the road 
to address them. 
 
A second argument that one can marshal against the proposed change in the payout rate is that 
there’s a tremendous uncertainty in financial markets. Who knows where the markets will go? 
The argument is that we have to be extremely conservative because we don’t know if any 
increase in payout is supportable, given the uncertainty of the markets. 
 
And the third argument, slightly different than the first, is the idea that while existing problems 
may get worse, there may also emerge a whole new set of problems that we can’t even 
contemplate; foundations, for that reason, should hold as much money in reserve as possible 
because, when new issues appear, they must be ready to address them. 
 
So there are good arguments on both sides of the issue; there are good arguments for a slightly 
higher payout rate, and there are good arguments for a more conservative payout rate. But the 
point I make, and the one I’d like to put before you, is that this question of higher versus lower, 
which is central to the H.R. 7 debate, in many ways misses the point because what we really 
need is not a higher or lower payout rate; what we really need is a payout rate within 
foundations that is mission appropriate. Foundations that have long-term horizons, in terms of 
their social problems or issues they’re trying to address (say, global environment), may well be 
justified in having very modest payouts. They may want to preserve money for far off in the 
future. They may need a long payout. But there are foundations whose missions involve much 
shorter time horizons, foundations trying to address medical problems or crises that look to be 
10, 20, 30 years in length. These foundations should have a much higher payout rate.  
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So what’s really frustrating to me about the current debate is that it ultimately turns us in the 
wrong direction. It focuses on the payout rate as a static element; that is, either it’s higher or 
lower, it either includes administrative expenses or it doesn’t. What we really need is a 
conversation based on the premise that a payout rate has to be mission specific. If you look at 
the payout rates across all of the big foundations, and even the midsize ones —I’ve done a study 
of this, these foundations have adhered very closely to the 5-percent number over the past 25 
years. The payout rate has become a ceiling not a floor; that’s the real problem. There’s no 
possibility that all of these foundations have the same mission and the same time horizons for 
the social problems they’re trying to address. For no other reason than the fact that the field of 
philanthropy is very diverse, we ought to see a tremendous diversity in payout rates, but we 
don’t. And so we’re stuck in a policy debate that, in some ways, is a little bit artificial because it 
focuses on higher/lower, when what we really need to talk about is mission appropriateness. 
 
I’d be interested in talking about how we could shift the conversation and how we could start to 
think about creative policy solutions that might move in that direction. 
 
And now back to irony—and I’m rather proud of this irony because I enjoy irony. If you saw the 
tables I presented, and they’re presented in the paper, you would be pretty well convinced, I 
hope, that the foundation field was driven to increase in staffing, driven to raise its 
administrative expenses by the fact that it was regulated by Congress in ‘69. And yet here we 
are, sitting in Washington under Bill’s fine auspices, 30 years later, and the policy debate is 
about drawing attention to the fact that foundations spend too much on administrative expenses, 
that they should deduct administrative expenses from the amount they’re required to payout. 
Well, I find that very ironic, and I hope you do, too. And it also speaks to the unpredictability of 
policy. 
 
So where do we go from here? The whole point of the paper, if you have a chance to read it—
there are copies available, and a draft is on the web (we’re going to fine-tune it)—is that the 
reason foundations found themselves in trouble in 1969, and the reason we’re back at the table 
now, perverse as it is the reason we are back, the reason is ultimately that the foundation field 
has failed to fully solve two core challenges: 
 
The first challenge it has not solved is the quagmire of effectiveness. There are lingering doubts 
about whether or not foundations produce value. And the foundation field needs to 
demonstrate—but it hasn’t—that having professional staff actually increases the quality of 
grantmaking, that foundations are, in fact, at the exact causal nexus between grantmaking and 
social change. Foundations need to demonstrate that they have real performance measures, 
rather than talking about effectiveness in these very vague terms and wishful concepts like 
“social return on investment,” which have been but a distraction from the core issue of 
foundations demonstrating social impact and effectiveness. 
 
A lot of the criticism back in ‘69 was a function of the inability of the field to really make a case 
for its own effectiveness. I think that we are today right back where we were back then. I don’t 
think the foundation field has adequately marshaled a good argument for its core effectiveness, 
both the effectiveness of its grantmaking and effectiveness of its staffing. 
 
If foundations had marshaled those arguments, they would be in a lot better position. They’ve 
done a decent and quite good job of lobbying, posturing, and deflecting—they certainly did that 
quite well in 2003!—but lobbying, posturing, and deflecting do not remove the core problem 
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that they have not have adequately solved this effectiveness question. They haven’t found a way 
of communicating and demonstrating effectiveness in a way that really convinces the public. 
 
A second issue, one that is at the core of both ‘69 and H.R. 7, is accountability. The foundation 
field has a deep, unresolved accountability problem. On the one hand, it’s tempting to say that 
foundations ought to be democratically accountable—and by that I mean that they have 
responsive relations to constituents. That is simply not in the cards, I don’t think. Foundations 
have experimented over time with accountability systems that open themselves up to 
constituents and stakeholders around them. There were the alternative funds—which are still 
around, but never really got to scale—that invited community members onto foundation boards. 
There have been various attempts to bring stakeholders into foundations. But ultimately, it 
hasn’t gotten very far. 
 
If democratic accountability has not been acted upon, that leaves us one other option, which I 
would call a mutual accountability. And there, I think, there is the possibility for some action. 
Foundations could, and should, try to answer the accountability challenge by developing some 
system of either peer accountability, peer review, or mutual accountability with nonprofits. 
 
But, to date, I think foundations have not articulated a clear vision of the accountability system 
that guards the sector from straying off course, and because they haven’t articulated a 
compelling vision of accountability, the door opened 30 years ago to regulation, and opened 
again in 2003. 
 
Now, the very interesting fact about these two concepts of effectiveness and accountability is 
that they are deeply, deeply interrelated. If you’re effective, you’re going to want to be open; 
you’re going to want to be accountable; you’re going to want to show what you’ve done. If 
you’re accountable, you’re going to likely also be effective. You’re going to show that you’ve 
had results. And so the inability to make progress on one dimension thwarts progress on the 
other in many ways. Foundations have not really become accountable because they don’t have 
the metrics and the proof they need of their effectiveness, and so we’re stuck in a kind of a 
circle. 
 
My guess is that, for this circle to really be broken, the foundations need to get their eyes on the 
core issues, the real, basic, fundamental issues of effectiveness and accountability, develop an 
argument for one or both of these, and I think that their problems would recede significantly. 
 
However—in closing—we have to differentiate between accountability and transparency. 
Foundations have done tremendously well at transparency, meaning pushing out information—
websites, annual reports—but transparency is not accountability. It’s a very different concept. 
Transparency is a one-way concept, meaning: I have information. I’ll share it with you. I’ll 
throw it out over the transom, and I’ll show you my information. 
 
Accountability, either democratic or mutual, involves some kind of interaction and, to date, the 
field has not been willing to take that seriously. Until it does, foundations are going to continue 
to face scrutiny, criticism, and Congressional interest. 
 
I’ll leave it at that and look forward to hearing what you all have to say. 
 
Thanks. 
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MR. SCHAMBRA: Thanks. 
 
We’ll ask our panelists to confine themselves to about 10 minutes of response each so that we 
have a bit of time at the end for questions and answers from this audience. 
 
MS. BORIS: Well, that’s a hard charge. Ten minutes for that paper is more than is reasonable to 
ask of us, I think. That’s too little time. 
 
[Laughter.] 
 
MS. BORIS: But I want to congratulate Peter on a useful summary of the history and current 
issues related to foundations. And I especially appreciate the multiple perspectives that he 
brings to bear in the paper. 
 
First, on the issue of full disclosure which, in some sense, is accountability, I did a lot of 
research and writing on foundation management, investment, and donor motivations for their 
foundations, including interviews of about 100 donors. So there has been some work on that. 
And so my background here really comes out of some of the work that I did. 
 
I find some flaws in the argument that Peter really didn’t articulate here. So it’s tempting just to 
answer what he said here, that the Tax Reform Act of ‘69 led to professionalism, alienated 
donors, didn’t contribute to accountability and effectiveness, and served mainly to gin up 
administrative costs. 
 
And, Peter, I have to apologize to you now, because I’m going to pick on the things that I want 
to bring up rather than acknowledging all of the wonderful things that you say. 
 
MR. FRUMKIN: Go for it. 
 
[Laughter.] 
 
MS. BORIS: My first problem is that the paper offers a sketch of the “foundation field” that’s 
really only a sketch of the top 100 foundations or 80 foundations or whatever. There are 62,000 
foundations, probably 30 have more than 50 staff. So the professionalization of the field has 
gone, you know, through the larger foundations, but there are still lots of donors out there who 
are managing their own foundations without staff. Probably 43 percent of foundations, 
independent foundations, are still either donor controlled or have a donor involved. So I think 
we have to step back from that a little bit. 
 
The Council on Foundations and the Grantmakers Associations deserve a lot of credit—I think 
credit—for helping to professionalize the field, but they haven’t quite tamed that beast. 
 
I believe that one major contributor to the tendency of foundations, especially the larger ones, to 
adhere to a 5-percent payout is because that 5 percent was set out there as a legitimate target that 
they could aim at. First, it was 6 percent. Foundation endowments really fell during the 
recessions of the 1970s. When the 5-percent payout came into being, it was really as a result of 
some research, of some analysis, of some looking at college and university endowments and 
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what could be sustained over a long period of time. So there was a kind of a legitimacy built 
into 5 percent. 
 
It also permitted foundations to adhere to modern portfolio performance in a way that they 
hadn’t been able to do before. They could invest for total return. This is something that a lot of 
analysts of the field totally missed because, if you have to pay out the greater of “X” percent or 
all of your investment earnings, it skews your investment policies and procedures in a certain 
direction. 
 
With the advent of a stable payout, foundations were able to then plan, get their managers—
their investment managers—on board, and some of that administrative expense that you see was 
really about foundation investment expenses. 
 
So what happened? They started using modern portfolio management. We did some surveys in 
the early ‘80s of foundations and found not all had gotten the word that, you know, they could 
really professionalize their investment functions. So we started a program of education 
seminars. Council on Foundations meetings back then really started to try to get foundations to 
look at their investment performance and realize that it is an important part of what they’re 
doing—to maximize their return so that they can give more to charity. It wasn’t on the radar 
screen of a lot of foundations back then. You gave what you made. You did the best you could. 
And having that in place for the decade of the ‘80s and ‘90s, I would submit to you, has been 
one of the success stories of the foundation world. 
 
Now, there’s a little clinker in there. The 2-percent investment tax—and you mentioned this in 
your paper—creates a perversive incentive to stay at a particular level. Because if you go up one 
year and down the next, you have to give 2 percent of your assets to the government in taxes 
rather than 1 percent. So guess what that does? It locks you into, if you’re going to aim for 5 
percent, it kind of locks you into that. 
 
So I think that this move toward modern portfolio management—investing for total return, 
having a number that was legitimized by Congress—really did lock the field into some 
behaviors that, I know, maybe with the benefit of hindsight, were beneficial at a period in time 
and maybe are not so beneficial now. 
 
One of the important things that Peter’s paper does is it raises up some of the issues and some of 
the things that NCRP and others are doing. Is 5 percent what we need now? Do we have enough 
money in the foundation world? Is growth, for growth’s sake, really the goal of foundations? 
How big is big enough? Is 5 percent of giving enough? 7 percent? 8 percent? I don’t think we’re 
focusing on what the big issues are, and so I would encourage us to think about that in a larger 
context. 
 
I also think there’s been something going on in society, and that is the marketization, 
commercialization, bottom-line orientation that has pervaded the corporate sector. Lots of 
foundation board members are corporate executives. What can you focus on? What is the 
measurable effectiveness that you can really benchmark? Your investment performance. And 
where do most people want to be? On the finance committee. That’s an overgeneralization. But 
that’s something you can really measure. 
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If you’re a fiduciary and your only legal obligation under the law or the one that’s measurable is 
have you not run this organization into the ground and caused it to self-destruct, what do you 
pay a lot of attention to? And that goes to some issues around how do you measure effectiveness 
in other ways, grantmaking effectiveness. 
 
So trustees are an important part of this; the commercialization and marketization of our society 
is an important part of this; and the fact that those benchmarks are there—they’re easy to 
measure. 
 
One other thing that the Tax Reform Act accomplished, Peter, was a mandate that certain 
financial information would be made available to the public every year, and we’ve gone from 
having those 990 PFs very hard to find and now having them up on the Internet. That has been, I 
think, a real step forward. 
 
The Tax Reform Act, in my opinion, has had a salutary effect on foundations. I think it’s easier 
now to access grantmakers, to find out what foundations are doing, to have your calls answered, 
your proposals reviewed—not that they don’t get lost and you have to send them in again—and 
not that procedures are uniform throughout the field. 
 
But there have also been some downsides to the Tax Reform Act. Administrative expenses are 
higher. That’s probably quite directly related. It’s had a conservative impact on some 
foundations in my early years in the field. We don’t want to do anything that will cause 
Congress to look at us. We won’t fund advocacy because, guess what? That’s what got the Ford 
Foundation into trouble. Community groups really, you know, they might do some things that 
somebody might put in the newspaper somewhere. There’s a lot of that that’s going around. And 
I think it was much more heavily influencing foundation behavior back in ‘79, when I came into 
the field, than it is now. 
 
There’s also another consequence, and that is that foundations, many folks say, don’t give 
enough to small grassroots organizations. And part of the regulations is that a foundation cannot 
be the sole funder—not more than a certain percentage of the funding of a small group can come 
from one donor. So there are some ways that rules and regulations do shape foundation 
behavior. 
 
The Council on Foundations back then, I think as Peter has correctly laid out, really took to 
training, dialogue, debate. Regional associations of grantmakers got started. Even the Council 
on Michigan Foundations has its own principles and practices and started reinforcing that 
behavior around the country. 
 
And this comes to the mutual accountability that Peter talks about. The feedback loop hasn’t 
come full circle in the way that he describes some of the alternative foundations. Grantees are 
not universally sitting on foundation boards or even predominantly sitting on foundation boards. 
There are more folks from the nonprofit sector who are now in foundation staff positions; but I 
think that there is, through professionalization, more of a sense of peer learning, peer sharing, 
and some people like Pablo might even say to the detriment of the field. 
 
I would think that having staff in place who talk to one another, who go to meetings about 
grantmaking in the arts or grantmaking for children and youth, et cetera, et cetera, do raise the 
level of grantmaking, but I can’t prove it. 
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[Laughter.] 
 
MS. BORIS: I guess just a couple of footnotes on some facts. Most foundations are not staffed, 
as maybe many of you know. There are only 18,000 staff members in the foundation field for 
the 62,000 foundations. The average staff number is two. Many of those staff persons in smaller 
foundations are really administrators. So the field still has a ways to go before it is substantially 
professionalized. However, the largest foundations do have quite a few staff. 
 
Peter says defining effectiveness and accountability are key issues, and I agree. He’s also 
correct that foundations do not agree on how to define philanthropic objectives. They also don’t 
know how to measure the effectiveness of their philanthropic objectives. And to this I would say 
there’s a diversity in the foundation world that I think is salutary and healthy, that I wouldn’t 
want to see all foundations have the same idea of what is philanthropic effectiveness. This goes 
to the influence of donors, of being a small foundation in a small community where buying the 
fire truck is the most important thing on the agenda of that community. Some don’t care how 
others judge their effectiveness or measure their impact; donors who are close to their 
communities or their areas of interest really see effectiveness in a very different way than those 
who are trying to effect social change, who are trying to have an impact on AIDS, who, like the 
Gates Foundation, go out and buy the expertise they need and work in many, many countries. 
 
I guess another fact on staffing, Peter, is that the staff levels of foundations rose 80 percent in 
the 1990s. Those new foundations coming on board really did adhere to kind of the market 
mentality of hiring staff and trying to have an impact, that effectiveness piece. 
 
So program effectiveness is difficult to measure. I don’t agree that foundations don’t know how 
to use knowledge and experience to improve their effectiveness. Some do, some don’t, and 
some don’t care, unfortunately. 
 
It’s a fact of life that many grants are useful, important, and that foundations cannot take credit 
for the good that they do third-hand or as an intermediary. And how are we to measure the 
effectiveness of those grants? And so you see a lot of evaluation going on—not nearly enough, 
from my perspective, but, again, that’s an administrative cost. 
 
If effectiveness is our highest goal in accountability, how much evaluation do we really need to 
be doing? How much of our administrative expenses do we need to be spending to show what 
kinds of grants are effective when? I don’t think it’s worth evaluating that fire truck. I think if 
you’re trying to maybe do prevention work, preventing kids from falling into patterns that are 
destructive, you probably want to evaluate those models so that others can replicate them. 
 
So accountability is a thorny issue, and I agree that the chief tool is disclosure—voluntary codes 
of practice—but many of those voluntary codes of practice are just that: voluntary. How do you 
get more people to accept them and to adhere to respect for grantees, openness, accountability, 
et cetera? 
 
I guess the final thing I’d like to say is that Peter’s contention that professionalization drives out 
the strategic alignment, the connection of private values to public purposes, is puzzling to me. 
The assumption is that values of donors are necessarily sublimated and overtaken by public 
purposes. There’s no acknowledgment that the donors’ preferences and values might be public 
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serving or broad or specific enough that they can be realized through staff and not through the 
donor managing the foundation. 
 
There’s a certain kind of push toward the fact that professionalization means the donor is 
alienated, and donor control means the donor is not alienated. I don’t accept that. I know too 
many donors who feel like they don’t want to spend full time on philanthropy. They really do 
want the help of staff, and guess what? It costs money for that expertise. 
 
So I would say that, just in closing, I believe the debate is healthy today. I think the payout 
really needs to be looked at, and debated, and discussed. We should not assume that we know 
the answer before we look at the whole field, and I think there are some basic questions that we 
ought to be asking: Are foundations giving too great a percentage to philanthropy? Should they 
be giving a larger chunk? Are the tax benefits and foregone revenues leveraging enough 
additional money? Which is a different question, than, how effective the funds are. 
 
I believe that in the diversity of the foundation community, you’ll find examples of spending out 
very successfully, as Peter indicates, but there are also lots of trust instruments and donors who 
don’t want to spend out. And are we going to honor their wishes to have foundations in 
perpetuity? That’s an open question. Are there other ways, if we come as a society, to say 
there’s too much money in foundations? Is growth for growth’s sake good? Can we limit growth 
of foundations? I think those are some of the big questions. 
 
What do we want the foundation field to look like in our society? What role do we want it to be 
playing? How much money do we think is reasonable? So I think that we should be debating 
and discussing these larger issues, and the payout is one piece of that, but it’s not the whole, big 
question. 
 
I guess another—my final always keep getting longer and longer—I think that some of the 
issues that Peter brought up about bad behavior and congressional scrutiny, as it was in ‘69, 
really do highlight some bad behavior that is enforceable, that the IRS could regulate. We may 
want to think about why we’re looking at foundations now, what anecdotes are on the table and 
how we can address the bad behavior that is against the law. Salaries must be reasonable. It’s 
the same standard for corporations— 
 
 
[Tape change: T-1A to T-1B] 
 
 
MS. BORIS: —and what we want the foundation world to look like than to tinker with the 
payout. 
 
Thank you. 
 
MR. SCHAMBRA: Thank you, Elizabeth. 
 
Pablo Eisenberg. 
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MR. EISENBERG: Alan Pifer’s quote, which I discovered in Peter’s paper, just shows that even 
some of the best CEOs of foundations can occasionally make a mistake, and he certainly was 
one of the great foundation CEOs. 
 
Actually, Peter’s paper raises a number of really important issues, and it’s a very thoughtful 
paper that deserves some wide attention. So I want to briefly comment on four or five of the 
points, and I can promise you that I’m not going to indulge in a major payout debate. Everybody 
knows where I come from on that issue. 
 
There is a certain wistfulness in your paper, Peter, in seeing the loss of what you call expressive 
purposes of foundations; namely, the values, and passion, and commitment of the donors 
themselves. I must say that I think there is a certain point to that, but it can certainly be 
overdone, and Elizabeth pointed out a little of that, and I, for one, don’t miss the fact that some 
of the values of Henry Ford or Howard Hughes or Howard Pew are not necessarily reflected in 
their foundations. 
 
Many of the old donors had narrow interests, values that, in this day and age, could be called 
discriminatory or were interested in a narrow set of institutions, established institutions with 
which they had had relationships—universities, hospitals, museums, symphonies, et cetera—
which, in fact, limited the value base from which they approach philanthropy. So, while it is 
important, and I think it will be important to have the values and passion of current and future 
donors involved, I think one can make too much about the importance of that aspect of modern 
day philanthropy. 
 
Peter is also somewhat critical of the professionalization of foundations, which he claims is the 
result of the transfer from donor control to more independent foundation control and as a result 
of the Tax Act and federal regulations. I think those are perhaps some reasons, but the most 
important reason for professionalization—one that made it inevitable—was the fact that you had 
this enormous growth of assets which foundations had to distribute, and you had an enormous 
growth, as all of you know, in the last 25 years, of nonprofit organizations, amounting to now 
maybe several million, which began to compete for scarce philanthropic resources. All this 
made professionalization, the hiring of people on board, necessary. 
 
Now, having said that, I think Peter is right in decrying some of the negative aspects of 
professionalization: You have bureaucracies that make no sense. There are too many lawyers—I 
know that there are a few lawyers on hand, but foundations ought to use them more sparsely 
than they do. You have PR people trying to defend the images of foundations rather than being 
concerned about the substance of what they do. And you have this obsession, increasing 
obsession, with performance measurements, metrics evaluation, by a lot of folks in the 
foundation world who have lost faith in their own judgment, who are scared of what some 
criticisms may be. And if you look back at some of the old CEOs of foundations, they went 
ahead and did it, and they didn’t consult their PR person and say, “Gee, how do I look” or “Is 
somebody going to get at me?” 
 
But the issue, basically, I don’t think is one of professionalization. The issue is who do we have 
as professionals in our foundations? Now, there are many, many good program officers, but 
there are also a lot of lousy ones. We have a lot of people who are not creative, supercautious, 
inexperienced, and gutless, and many of them are chosen precisely for those qualities. 
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[Laughter.] 
 
MR. EISENBERG: They don’t want anybody stirring the troops. They want you to obey the 
CEO. They don’t want you to go off on your own. They don’t want you to have views. And no 
matter what some of you think about the Ford Foundation in the old days in the ‘60s, they had 
program officers and vice presidents who were well-known, had constituencies, had their 
reputations, were willing to take chances, a Paul Ylvisaker, there were a lot of those. You don’t 
find many of the Paul Ylvisakers, and you don’t find many of the “Doc” Howes in foundations 
today, and I don’t think that just so happens. 
 
And then we have what I call our nonleadership class of major foundation CEOs, people 
without much vision, people who are supercautious, who are so ultra collegial that they can’t 
find it in themselves to critique anything about the sector and who go along with the flow. There 
isn’t, I submit—and I’ve said this probably before—one national leader, among all of the 
foundation CEOs today, who is respected totally by their peers, as well as by the outside world. 
 
And I would add that their collective, as I’ve written, their collective thinking and writing about 
the field amounts to less than a short story. That’s outrageous for a whole bunch of folks who 
come from academia, who come from being ex-senators, who come from a lot of professions 
where one would have thought they would have thought about the world in which they operate, 
and live, and make a profession. We don’t have that.  
 
Compare them to some of the outstanding CEOs of foundations that we’ve had: Alan Pifer and 
John Gardner at Carnegie; Bill Bondurant at Babcock; McGeorge Bundy at Ford; Michael Joyce 
at Bradley; Maggie Mahoney at Commonwealth; Dave Hunter at Stern; and Jim Shannon at the 
Minneapolis Foundation. These were outstanding leaders who had enormous respect in the field, 
who hired good staff, took risks, were willing to do what foundations are supposed to do—to 
actually have failures, and to go into grantmaking knowing not everything was going to be a 
success. That is the exact opposite of foundations today who are programmed only for success. 
 
Now, compared to those leaders of the past, today’s crop sort of pale in the shadows. We need 
higher quality folks in the professions of foundations. It’s not professionalization. We just need 
better people. And I think that part of the fault is the selection system. 
 
Peter, you, in some way, said that there are too many folks from foundations who get appointed 
to foundations, and you implicitly criticized Ford’s decision of hiring an insider, Susan 
Berresford. I, personally, think that that was a great decision. Now, I disagree with Ford and 
Susan on a lot of issues, but that was a recognition that someone who had toiled, and worked 
well, and had succeeded in Ford was eligible to become the head of that foundation. How else 
are you going to build institutional leadership if you don’t build it inside? How do you attract 
bright, young people if they know that they can’t succeed to the top positions in the foundation? 
There are a huge number of program officers who ought to be heading foundations now instead 
of the folks that we now have. 
 
So the selection system—how you choose—is a real problem. And we shouldn’t forget the fact 
that we have boards of trustees and chairs who contribute to the problem. You have the most 
elite group of people in the United States almost entirely based on wealth and highly paid 
professionals, not representative of the U.S., who supposedly manage and control these boards. 
A lot of the problems are their fault. They allow poor professionalism. They don’t contribute 
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any vision. In fact, one well-known chair of a big foundation board said about her former 
president and CEO, “Oh, he was picked because, in fact, he makes the trains run on time, and 
we, the board, provide the vision.” 
 
Well, some of us have yet to see that vision, and that’s one of the real problems is how do we 
democratize, how do we get better chairs, how do we get better trustees who are also willing to 
do it because it’s the charitable thing to do and not because they are ripping off the taxpayer for 
getting high trustee fees? 
 
A bit about the payout. I don’t think the payout issue, quite frankly, boils down to issues of 
perpetuity or are we going to ruin management support. Because I think the preponderance of 
the research makes clear that perpetuity can be maintained, if that is a good thing, with a much 
higher payout rate. The matter of fact is you can do both. You can have a good professional staff 
and administration of foundations and have a higher payout to grantees. 
 
Peter’s point, though, I think is a useful one; that the debate over H.R. 7, Section 105, has really 
called the public attention to the weaknesses of both nonprofits and foundations. The Council on 
Foundations and the big foundations have spent hundreds of thousands of dollars, a huge 
amount of energy and resources, almost single-focused, to fight and beat back H.R. 7, Section 
105. They’ve appeared venal in the process, intimidating their grantees, many by direct phone 
calls, and haven’t done themselves great honor. 
 
For their part, nonprofits, lacking spine, have shown an enormous degree of lack of integrity and 
cowardice. They sat on the sidelines, with the exception of the National Committee for 
Responsive Philanthropy and a few nonprofits, because they were scared to death of speaking 
their mind on a measure that would have given more than $3 billion to the coffers of nonprofits. 
They didn’t even have the courage to save their self-interest. That’s an unusual American trait, 
right? 
 
If the Council on Foundations, if the major foundations had spent one-tenth of the amount of 
money, and the energy, and the focus that they spent on beating back this attempt to eliminate 
what I call the Council’s Eleventh Commandment, “Thou shall not raise the payout,” think what 
they could have done with that energy and money to get the Congress finally to target a portion 
of the excise tax, to better oversee the sector, to give added resources to the IRS and the 
attorneys general offices, to foment better relationships with their grantees, something which 
they have not done very well, now, that would have been a good use of money. 
 
Therefore, out of this debate, which is an important debate, by the way, because it is the first 
time a major philanthropic issue of importance has actually gotten to the public, in which the 
Congress has been involved, in which nonprofits have been involved, in which the media has 
been involved, and that is a healthy thing. And that’s one of the reasons that many of the large 
foundations have really been nervous. They have been able to luxuriate in secrecy and in the 
shadows, not in the sunshine. So that debate, regardless of what happens, I think is important. 
 
One added point on administrative costs. I think Peter is right. I think that foundations have 
done a lousy job in rationalizing their argument that administrative costs are important to 
grantmaking, but part of it is an enormous exaggeration. And I speak as a grantee. I ran an 
organization for 23 years, the Center for Community Change. We had 40 other nonprofit 
organizations under our umbrella. We dealt with hundreds of grassroots organizations 
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throughout the country every year, and we had alliances with lots of coalitions. And I can tell 
you, if we had depended on the technical assistance and on the managerial expertise of 
foundations, we would have been down the tubes. 
 
Their money was important, their support in trying to get us to leverage money was useful, and 
occasionally they actually paid us a visit, and sometimes they convened, but, by and large, the 
value of technical assistance, the value of management support that foundations give directly 
out of their staff is negligible. And why no one has raised that is beyond words, but every 
nonprofit ought to be out there yelling and screaming and saying: We want your money. That’s 
the great thing, but don’t give us that bull about how great your administrative support and 
technical assistance is. 
 
The fourth point. The paper says little, unfortunately, which I hope you might add later, about 
the views and role of grantees, of nonprofits, in the philanthropic equation. And I think it’s 
important because not enough credit is due to the early days of the Filer Commission, the 
National Committee for Responsive Philanthropy, and other nonprofits in pushing the 
foundation world, in pushing the Council on Foundations to press for more accountability. 
 
And some of you forget or weren’t aware that the first major study about the lack of foundation 
accountability and reporting was a report put out by the National Committee for Responsive 
Philanthropy called, “Sunshine and Shadow,” and that had an enormous impact on foundations 
starting to issue annual reports. And I know that NCRP spent a lot of time giving technical 
assistance to foundations, including Pew, would you believe, that had never written a report 
before that, on how to write a report and what to stress. That’s an important part. 
 
And Peter’s accounting of the Council on Foundations’ efforts to improve grantee donor 
relationships under Jim Joseph’s regime I think needs a little revision. There were lots of words 
said. There was a lot of talk. But I can tell you, as one who tried to negotiate on behalf of 
NCRP, and on behalf of a lot of nonprofits, with the Council and with Jim about action, about 
doing something about it, about setting up structures within the Council and within regional 
associations that could facilitate better relationships, there was zippo. It was mostly rhetoric. 
 
There’s an area where I think the Council and the leadership of foundations has got to go. I 
think the nonprofit community is ready. And I would hope that, instead of rhetoric, that we have 
some substitution of real action to cementing better grantee and donor relationships. 
 
And, finally, Peter’s warning that foundations had better do something about shaping 
themselves in meeting the needs of accountability and effectiveness is particularly important 
and pressing. Foundations I think have to take measures to start to convince not only 
themselves, but the public, that they’re serious about reform. But are they listening or are they 
sort of circling the wagons in silence? 
 
Now, after all of the foundation excesses, self-dealing, high trustee fees, excessive 
compensation, conflicts of interest that have been unearthed in the media, and a lot more is 
going to come out—the Boston Globe has not yet finished—where are the voices of concern 
within the foundation world? There is a deafening silence. 
 
There has not been a major peep from any of our major foundation CEOs about how awful the 
situation is and about what specifically can be done to rectify the excesses. And the best that the 
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Council could do was an editorial by Dot Ridings in the last issue or something of Foundation 
News & Commentary, which was entitled, “The Sins of the Few.” Well, we know there are a lot 
of them out there. 
 
So only the media, several attorneys general offices, Senator Grassley, NCRP and a few other 
nonprofits that are saying anything about what’s happening are going on the record demanding 
reform. And that I think is a sad reflection of today’s status of the nonprofit sector. 
 
Thanks. 
 
MR. SCHAMBRA: Thank you, Pablo. 
 
Alan. 
 
MR. ABRAMSON: I actually lost my side bet here. After having Pablo on my board for 10 
years, I thought I knew—I sort of laid out his speech last night, and it turned out I was wrong, 
because I thought Pablo was really going to rip into Peter for saying that foundations are now 
open, accountable institutions, but maybe that will come on another occasion. 
 
[Laughter.] 
 
MR. ABRAMSON: I want to thank Bill Schambra for inviting me to be a part of this panel, and 
thank Peter Frumkin for writing an interesting paper that addresses important issues in the field 
of philanthropy. 
 
Like Elizabeth, I will apologize to Peter up front and say that I am going to focus more on the 
disagreements I have, rather than on the many points where I do agree. 
 
I want to make four points in my remarks: 
 
First, I guess I’ll do some of the work that I thought Pablo would do and say that I think Peter 
really overstates the extent of professionalization in the foundation field and the openness of 
foundations. In his paper, at least, Peter makes a big deal about the increased professionalization 
of the foundation field, and I quote, he suggests, “In many ways, the rise of professional 
grantmakers represents the single most significant development in the field of philanthropy in 
recent years.” 
 
To support his point, and to his credit, he presents some data that indicates that foundations have 
increased their hiring of staff with previous foundation experience. However, and I guess like 
Elizabeth, I’m not entirely convinced by the evidence Peter presents about professionalization. 
 
Some quibbles about his data, but my impression is that really—and, again, as Elizabeth pointed 
out—there are a heck of a lot of foundations with little or no staff. In fact, my quick checking of 
some Foundation Center data found that, over the past decade, the percentage of foundations 
with staff has actually dropped by about a quarter. According to the foundations that the 
Foundation Center surveyed, in 1991, 23 percent of surveyed foundations reported having staff, 
while in 2001, the percentage had dropped to 17 percent of foundations that employ staff. 
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So I am not convinced about the professionalization of the field when you look at it as a whole. 
Surely, of course, with the growth of the field, there are more staff, in terms of absolute 
numbers, but whether the foundation field has really been professionalized—I also wish Peter 
had defined a little more carefully in the paper exactly what he meant by professionalization. So 
I think we need more evidence about professionalization, if, in fact, we’re to believe that that’s 
one of the most significant things that has happened to the field. 
 
I think Peter also overstates the openness or public orientation of foundations. According to the 
paper, from the 1970s onward, foundations emerge as profoundly public institutions, open and 
accountable to all, that work hard to build better relations with grant applicants and the public. 
 
Yes, foundations are producing more annual reports, and the Council on Foundations recently 
completed work on a revised Code of Ethics, but I have my doubts whether these trends really 
indicate that foundations are truly public institutions. It seems to me that few foundations invite 
nonprofit or other public stakeholders into their decisionmaking processes in meaningful ways. 
 
While some foundations may see themselves as public problem-solvers, many others—and I 
would probably argue most foundations—still see themselves as fundamentally private 
institutions, albeit with some responsibilities to the public. In any case, Peter would need to 
present a lot more evidence to convince me that foundations are now firmly open public 
institutions. 
 
My second point. I also disagree with Peter’s generally negative stance towards 
professionalization and evaluation. Again, something he talked a little bit more about in his 
paper. While Peter does admit to some benefits stemming from professionalization and 
evaluation, on balance, he seems to feel that they are negative influences on the field. 
 
Again, quoting from the paper, professionalization has led to giving that is more neutral, 
technocratic and homogeneous. It has removed the passion and unpredictability from 
philanthropy. Similarly, according to Frumkin, evaluation distracts from creativity, but Peter 
presents little evidence to back up his claims, and I’m somewhat skeptical of them. 
 
It seems to me there are a lot of staff doing interesting grantmaking, even without prodding from 
living donors, who are not always the cutting-edge risk-takers that Peter seems to imply they 
are. Rather than professionalization being the enemy of creativity, I think there is some 
appreciation of the value of innovation and creativity among foundation professionals. There is 
some professional prestige, I would say, that attaches to creative grantmaking. Grantmakers do, 
I think, score some points among their colleagues for doing creative grantmaking. And I would 
argue, at the very least, that the connection between professionalization and creativity deserves 
further investigation. 
 
Similarly, evaluation does not have to be the enemy of creativity. In fact, if they want, 
foundations can evaluate themselves using the criteria of creativity and assess whether their 
grantmaking is up to the desired standards. 
 
Third point. I disagree with the policy recommendations that Peter seems to edge up to; that is, 
that we ought to limit foundation life span to the life span of the donor. Although Peter offers 
some opinions about the current debate about whether foundation administrative costs should 
count as part of payout, I found that really the bulk of his analysis didn’t have a whole lot to do 
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with this policy question. Rather, to me, Peter’s analysis really seemed to have more to do with 
the question of whether foundations should outlast their donors and be permitted to have 
indefinite lifetimes. 
 
Based on his argument that it is donors who bring the necessary passion to grantmaking and 
who ensure that foundations live up to their promise of creativity, Frumkin edges up to a 
conclusion that foundations shouldn’t outlive their donors. I don’t think this would make good 
policy for government or even good advice to donors. Does society really have a strong interest 
in shutting down foundations whose donors have passed away? 
 
If society prizes foundations for their innovativeness, I’m not sure this desirable quality is 
sacrificed when we have staffed foundations. I don’t see a compelling reason for society to deny 
donors the option of establishing permanent foundations. 
 
My fourth, and last, point—and here I applaud Peter’s understanding important research on 
foundations and suggest that what we really need is much more policy—and practice—relevant 
data and research on foundations. People who know where I come from may not be entirely 
surprised by that call for more data and research. 
 
My strong feeling is that, compared to many other important fields of activity, the foundation 
field suffers because of the dearth of good data and research. Despite the best efforts of a few 
organizations, like the Foundation Center, the Urban Institute, NCRP and others, and a few 
researchers like Peter Frumkin, Elizabeth Boris and many others, our understanding of 
foundations remains very limited. In fact, there are huge gaps in our knowledge about 
foundations that I would say have negative consequences for policy and practice. The fact that 
we don’t understand foundations really has a negative consequence for policy and practice. 
 
For example, there was little good information available to inform the recent debate about the 
exclusion of administrative costs from payout. Current reporting forms, as I understand them, do 
not do a good job of separating out the various components of administrative costs: trustee 
stipends, staff salaries, rent, travel and so on. 
 
I think, when push comes to shove, a lot of us may have stronger objections to some of these 
components of administrative costs than others, and we really need the data to help us speak to 
this issue. Well, they just don’t exist, as far as I know, right now. 
 
Government and foundations must both step up to the plate to pay for better data and to support 
analysis of the data. Government has been almost entirely missing in action when it comes to 
good data and funding for research on foundations and the nonprofit sector more generally. In 
fact, I would say there are few other fields where government has been so negligent about not 
supporting data collection and research. 
 
There is a strong public interest in having better information about the foundation field. And for 
obvious reasons, it shouldn’t be left just to foundations to pay for all of the data and research 
themselves. When congressional hearings on foundations are held, it would be nice, and even 
critical, for Congress to be able to call on researchers who have access to relevant data and who 
have been funded by disinterested funders, perhaps like government itself. 
 



 

 25 

For foundations, while foundations have supported some research on the field, there is much 
more they could, and should, be doing. There need to be more foundation dollars for research, 
and perhaps just as importantly, foundations must open themselves up to be studied. We need 
leadership from the highest levels of the foundation world to create a climate in which 
researchers are welcomed into foundation offices. 
 
For example, one idea might be for a foundation to invite a researcher or a journalist into a 
foundation to write about the grantmaking process much in the same way that reporters have 
been invited into universities to write on the admissions process. Why don’t we have a story like 
that? I think it would make for interesting reading. 
 
In any case, I will leave it to foundation leaders to determine how to collaborate with 
researchers, but we need really to prod them to make sure it does happen. The future of the 
foundation world may very well depend on foundations, in fact, becoming more open and 
public. 
 
Thanks. 
 
MR. SCHAMBRA: Thank you, Alan. 
 
Peter, I’ll give you five minutes— 
 
MR. FRUMKIN: I only need one. 
 
MR. SCHAMBRA: One minute, good. 
 
MR. FRUMKIN: I do want to say thank you to Alan, Elizabeth, Pablo for your terrific 
comments. I really appreciate them. 
 
I just want to add two quick clarifications before we open it up to questions because I think the 
idea is to hear from the audience. 
 
Quickly, on the point that both Alan and Elizabeth raised about the scope of professionalization, 
the only thing I would draw your attention to—I don’t dispute your figures—but if we look at 
assets, who controls the assets of the foundation world? It’s not 62,000 foundations, it’s 300 
foundations that control over 50 percent of the assets in the field. 
 
So, when I’m talking about professionalization, I am indeed talking about the largest 
foundations, but my point to you is that’s where the action is. That’s where a big part of the 
foundation field lies. It doesn’t lie in the 62,000, it lies in this top 300 that control the bulk of the 
assets of the field. So that’s my rationale for focusing on the bigger ones and their 
professionalization at the high end of philanthropy. 
 
The only other thing I want to add is, Alan, I appreciate your comments. On the third point, you 
suggested that I edge up to the conclusion that foundations should not outlast their donors. In the 
first two comments, you provided a quote to support your criticism; in the third, you did not. As 
a careful listener, I noted that. And the reason you didn’t is because I don’t suggest that. 
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It’s not unreasonable that you should be worried about that, but I would only submit that that’s 
part of the very defensive nature of the foundation world—even those outside the foundation 
world—because all I suggest is that, yes, indeed, professionalization has had some negative 
impact; yes, indeed, I do bemoan the loss of—a certain loss of distinctive voices within the 
field, but I do not believe that foundations should be limited to the life of their donor. I think the 
life of foundations should be in direct relation to the mission of the foundation. That should 
drive the foundation and its time horizon. 
 
So I just wanted to clarify that. Otherwise, I really do appreciate excellent points by Alan, 
Elizabeth and Pablo. 
 
Thank you. 
 
MR. SCHAMBRA: Questions from the audience, please. As usual, just wait until we get the 
microphone to you, and then identify yourself because a transcript of this will indeed be 
available, I hope, momentarily on our website. 
 
MR. MORRIS: Terrence Morris. 
 
The question I have for you, Peter Frumkin is: You just mentioned the fact that you’re not 
saying that foundations should be limited to the duration of the life of the funder. Does that 
mean that if they do achieve their initial goals and their initial ideals, that they should then end, 
as opposed to maybe changing and manipulating what their intent is? 
 
MR. FRUMKIN: There’s good reason for foundations, in certain circumstances, to have limited 
lives. For example, Irene Diamond created a foundation that had a 10-year, I believe, a 10-year 
life span. It forced her to act very quickly in her primary concern, which is AIDS research. That 
was appropriate for her. The horizon of her problem was such that she wanted to act quickly. 
That’s appropriate. 
 
Other foundations with longer and bigger problems certainly should have a lot, lot, lot more 
time. So just as the payout question should be contingent on the problem and not be imposed by 
some kind of fiat, so too should foundation lifespan. The life of a foundation should, in fact, 
reflect the character of the mission and the nature of the problem. And just as with the payout, 
there’s no single one answer. Not all foundations should be perpetual. Not all foundations 
should have a limited lifespan. We should have a mix. 
 
This goes back to the unspoken; I think the paper has one major flaw, which is that I don’t really 
articulate as well as I do in other places the fundamental value that I think philanthropy should 
be affirming, which is the value of pluralism. There are good arguments that philanthropy could 
be a force for redistribution; it could be a good force for political and social change; it could be 
a force for innovation. Those are all fine goals. 
 
I actually start from a premise that one of the most important functions of philanthropy is 
pluralism—to affirm in democratic society a plurality of voices, a plurality of visions—and that 
one way you do that is you ensure a lot of different takes on particular problems.  
 
And so I’m skeptical about one pay-out rate; I’m skeptical about one time horizon; I’m skeptical 
of heavy levels of professionalism. I want to see a lot of voices, I want to see a lot of diversity. I 
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want to see a lot of pluralism, and I don’t necessarily spell that out. If anything, that’s the thing 
I’m edging up to, which is that the fundamental value proposition of philanthropy is pluralism. 
 
MR. SCHAMBRA: Peter? 
 
MR. SHIRAS: I’m Peter Shiras, from Independent Sector. 
 
I’d like to ask Peter, but maybe have the other panelists also respond to the question about 
foundation accountability, which you mentioned. You didn’t talk anything about government’s 
role in enforcing accountability, but I was interested in maybe you elaborating more or other 
panelists commenting on strategies for increasing the accountability of the foundation world, 
given the fact that there are some particular constraints or problems associated with that. 
 
MR. FRUMKIN: I’ll just take a quick one, and then I’ll let Pablo go. Start loading the guns, 
Pablo. 
 
[Laughter.] 
 
MR. FRUMKIN: I think government that has a very profound role to play in accountability, but 
only in part of the accountability puzzle, which is the financial administrative side. Government 
is in a position to oversee and regulate the financial accountability of foundations. I don’t think 
that government is in a very good position to fulfill the bigger, deeper question of mission 
fulfillment and social accountability. That, I don’t think, is a role government should play.  
 
That’s where I think there’s got to be a mechanism for some form of either mutual or 
democratic accountability in the sector because government can’t be in any position to 
adjudicate claims about mission effectiveness. It can do a decent job of watching the bottom 
line, catching abuses, correcting them. That’s fine. But I think, thinking that government can, in 
fact, be the main accountability mechanism for improving the social performance of a 
foundation, I don’t think that’s possible. 
 
So I think we’ve got to have a divided role. There has to be a place for government, but there 
also has to be a very important place for other forms of mutual and democratic accountability. 
 
MR. EISENBERG: You know, there’s a lot of discussion going on now within some of the big 
foundations about self-reform, self-regulation, forming a body that would, in fact, be 
responsible for setting principles and hopefully enforcing them, and that could be recognized by 
the IRS, et cetera. I think that’s a bunch of poppycock. 
 
Self-reform has been talked about. We haven’t seen it in 40 years. It’s clear we’re at a juncture 
where I think the future of philanthropy and nonprofits is at stake, and if we allow much more 
abuses, excesses, we’re going to see a real crackdown, which I don’t think anybody wants. 
 
There needs to be more resources at the IRS and at attorneys general offices to oversee and 
police the sector. We need lots more information and research, the cost of which shouldn’t be 
borne by foundations, but which should be borne by the IRS if, in fact, some of the excise tax 
can be targeted to that. 
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I’ll get back to the excise tax. It’s really important. It was dedicated back in ‘69 for the purpose 
of overseeing the sector. It has never been used. All of the money has gone into the general 
treasury, and we’ve had occasional infrastructure groups in the nonprofit sector talking about, 
gee, we need more resources for IRS, and AGs. They haven’t put their money where their 
mouths are. They have not lobbied seriously the Congress for that excise to be used as it should 
be used. I think that’s a first step. 
 
There needs to be a rewrite of the self-dealing regulations, through which a truck can be driven 
through the loopholes today. There needs to be, I think, a limit on compensation to trustees. It’s 
now out of hand. And that limit would include not just services for being a board member, but 
also services rendered to the foundation like legal, accounting, investment fees, which are 
enormous. 
 
So there’s a need to clean it up. You’re only going to do it by some tightening up of the 
regulations and by some serious enforcement. The Congress is partly responsible. It’s allowed 
IRS to be wishy-washy, to look the other way, and I think it’s got to give a charge to IRS that 
this is your duty to really oversee the sector and do it well. I’m afraid that if it’s not done now, 
we’re going to have a terrible fallout, and the public won’t have any more confidence in either 
nonprofits or foundations, and that would be a tragedy. 
 
MR. SCHAMBRA: Alan? 
 
MR. ABRAMSON: I would agree with what Pablo and Peter have said and just suggest that 
people may want to take a look at this pamphlet that I think a thoughtful group convened by the 
Aspen Institute developed on foundation accountability and effectiveness. It contains a whole 
bunch of recommendations I think from a relatively centrist group on the issues. So take a look. 
I think we have some copies outside or else they’re available on the Aspen Institute website. 
 
MR. SCANLON: Thank you. Terry Scanlon, Capital Research Center. Peter, I have a question 
for you. 
 
The Philadelphia Inquirer has had a series of pieces on a state House member from South 
Philadelphia who has set up a foundation and has gotten millions of dollars from local 
corporations that he regulates or should be regulating in his capacity as chair of the, I believe, 
it’s appropriations in the Harrisburg House. 
 
Have you looked at anything like this? And is this a trend where other state legislative leaders 
might be starting foundations and doing the same thing? 
 
MR. FRUMKIN: I don’t know. There are a lot of anecdotes that are now coming out, 
increasingly, around issues and abuses in the foundation world. The number is still relatively 
small, but if you look back at the Tax Reform Act of ‘69 and the lead-up to that, there weren’t a 
lot of smoking guns. There were about five or six good ones at Ford and Rockefeller and a 
couple other places. 
 
So my concern is that, yes, we have to eradicate these abuses; yes, there has to be a crackdown 
by government of these financial abuses within the sector, but wiping out and cleaning up those 
kind of clear-cut cases of misuse of funds, that is just a tiny, little piece of this puzzle, and 
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there’s this huge iceberg underneath the line of the water which is this whole question of are 
these institutions really doing any good? 
 
So I just personally would find it disappointing if all we did was focus on, and try to eradicate, 
these few clear kind of “gotcha” moments, where people are caught with their hands in the 
cookie jar. Underneath that, it’s just a much deeper question of whether these institutions really 
producing value. And if they are controlling billions of dollars, how can we get them to really 
perform well? 
 
So, yes, there are stories like that, but we need to go beyond them. 
 
MR. EISENBERG: Terry, I’d say it’s not just state officials, but we also have some 
congressional folks who have set up foundations that are overtly political and have nothing to do 
with or almost nothing to do with charity. We’ve got universities that have foundations 
submerged within them, lots of them, that no one knows about what they’re doing, what their 
purposes are. 
 
And rather than Peter saying that there are just a few bad apples, I’m suggesting that there are a 
lot of bad apples, and if they’re not caught now, we’re going to have real problems. So that the 
IRS, which is so understaffed, that it basically has to review 85,000 applications for 501(c)(3) 
status every year, and it’s now become an automatic process. Anybody can become a 501(c)(3) 
status because the IRS doesn’t have any resources to review them; the same thing with some of 
the new foundations. 
 
So, unless they get the charge to do a good job, get the money, we’re going to be in trouble. 
 
MR. FRUMKIN: And just one other thing just quickly. I once was in a room with an IRS 
official who was from the Tax-Exempt Unit, and I asked him, how many field audits do you 
perform? And there was this long pause, and it was like he was sorting through his mind 
whether or not this was a state secret, and eventually he came up with this number. I think it was 
like 3,000, some tiny number out of—it’s tiny, tiny, tiny number. 
 
So, yes, we could have more field audits; yes, you could get out and poke around and beat the 
bushes, but let’s not lose track of the bigger picture, which is social performance, not just these 
financial pieces, but they’re there. They’re there. 
 
MR. EISENBERG: I just might add that the only serious accountability mechanism we have 
today is the media. That’s our accountability mechanism, not IRS, not the AGs, and certainly 
not nonprofits and foundations pursuing some illusory self-reform. 
 
MS. BORIS: I think part of this goes back to what Alan was pointing a finger at and that is the 
lack of information even for the AGs in the states to do their work. If you go into a state AG’s 
office, you’re liable to see a stack of 990 PFs and a stack of 990s and no way to really look at 
them and analyze them. 
 
And this work of getting these things on-line and making them available so that people can look 
at them has really been the work of NCCS—the National Center for Charitable Statistics—with 
a partnership with GuideStar. It really should be something that’s done by government to get 
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that information out there. How can you have oversight if you don’t even have the tools to begin 
your work? 
 
MR. ABRAMSON: I guess I would just take that one step further and say that, even the 
information in those 990s isn’t necessarily all the right information and that we really need to 
take a, led by folks who know, like Elizabeth and others, we need to take a hard look at the form 
and revise it so that it provides more information for current policy debates. 
 
MR. SCHAMBRA: Michael? 
 
MR. HOROWITZ: Can I suggest a counterthesis to what Peter was saying; that the reaction to 
the ‘69 reform was not so much professionalization as the [inaudible] in concert with the Filer 
report. The major foundations essentially aligned themselves ideologically with the governing 
ideology and the governing party in the Congress and in Washington as a way of insulating 
themselves from protection, joining the side. The real problems that occur now come because 
there is a budding change, maybe an ultimate change, in who the majority party of the country 
is, what the governing ideology of the party is. 
 
And when you talk about creativity and the like, at least from the perspective of many members 
in Congress, and others, what we see is in the leading 300 foundations a kind of ideological 
sameness on issues of redistribution as if this was the government in exile, protecting the poor 
against these nasty right-wing people. 
 
Well, these nasty, right-wing people don’t think this of themselves; it’s not accurate, in fact, to 
think of them that way, but the other fact is, they’re increasingly in power in Congress. And that 
becomes particularly acute when you see that some of them go in policy directions radically 
different from the founders: MacArthur, Pew, Ford and many others. 
 
And so the question I want to pose is—or the thesis is—that until there really is diversity in the 
larger foundations—ideological, real diversity—you’re going to be underchallenged. And the 
question is how do we achieve that? I think the idea of the life— 
 
 
[Tape change: T-1B to T-2] 
 
 
MR. ANDERSON: Drew Anderson, the Heritage Foundation. 
 
Does the Pew Foundation have any implications for what you’re doing? It said that it was 
constrained and wants to be a public charity. Pablo Eisenberg has written about saying it’ll be 
under less or it will be freer, maybe not in a good way. I just wondered what you think about 
that. 
 
MR. EISENBERG: I’ll take it. 
 
I’d argue that the IRS and the state attorney general of Pennsylvania approved this conversion of 
Pew from being a private foundation to a public charity on a mere technicality; that it’s no more 
a public charity than Ford, Bradley, Carnegie, whatever private foundations exist; that it was 
done without any community or public discussion (It was in process for three years, and no one 
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knew about it except maybe the IRS and a few others); that it has a board of directors which will 
be controlled by the family; that hardly meets the test of being a public charity; and that it will 
have unlimited rights to raise money and to compete with nonprofits who are really in need in 
the Philadelphia or even national area;  
 
It will be free of the regulations of self-dealing, some of the business conflicts of interest; 
 
It won’t have to pay the excise tax, and it won’t have to meet a minimum payout. 
 
Well, they assured the—Rebecca Rimel assured the Philadelphia community that it will 
continue to pay 5.25 percent as a distribution. That fact is that only 4 percent of that money goes 
out to nonprofits and the community. 
 
There’s no reason why they should be a public charity, other than I think a desire for more 
control over their programs, more influence using lobbying, and that, to me, sets a bad precedent 
for future donors in particular. 
 
MR. FRUMKIN: I would just add one quick thing, which is that people thought, when it was 
announced, that this was a scheme to evade the payout. I don’t think that’s the case at all, 
honestly. I think it’s much more about control. 
 
And the other interesting artifact is that if you look across the philanthropic landscape at 
community foundations and the gift funds, like Fidelity’s Charitable Gift Fund, they’re paying 
out considerably higher rates than 5 percent. Community foundations, it’s a point or two above. 
The Charitable Gift Fund at Fidelity has very high payout rates, like 20 percent, very high, in 
terms of the amount of money it turns through. 
 
So being in an environment, moving Pew from a regulated environment, where they have this 
payout number imprinted on their foreheads to one where they don’t have that number, might 
actually increase their propensity to pay out. Because without that number hovering, as it does 
in many foundations and the way many foundations make payout policy—I did interviews with 
trustees about this—is that the Finance Committee comes in and says, “Here’s the average 
monthly balance from the previous year. Here’s the number at 5 percent.” They divide that by 
four. That becomes the quarterly budget or they make their calculations off of that, and that 
becomes the quarterly budget. 
 
If Pew moves off that system and don’t have that magic number floating in their head, it’s 
impossible to say that they won’t do better. So I actually don’t think it’s a payout avoidance 
scheme. I think Pablo is correct, that it’s much more about control. 
 
MR. SCHAMBRA: We have time for one more question. 
 
MS. KASS: Thanks. Amy Kass. 
 
Peter, you were politely appreciative of the opposition, but there’s real opposition to what 
you’re saying about openness and publicity; for one thing, Alan arguing we need more of that, 
and it’s not the problem, but it’s the solution to the problem. I’d be curious about that. 
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But the thing that really concerns me is the issue of professionalization. Pablo suggests the 
problem is not professionalization, but who. We have a nonleadership class, people who have no 
vision, who are too cautious. There’s no national leader. I’d like to hear from Pablo how you’re 
going to recommend a remedy for that, but I’d also like to hear from you how you would 
respond to that. 
 
MR. EISENBERG: Well, you’ve put your finger, Amy, on the problem. The major challenge of 
the nonprofit sector is how do we develop the visionary leadership with courage and integrity to 
be able to walk the narrow, avoid the shoals of the future in the nonprofits? In saying that 
there’s very little leadership in foundations, I also say there’s very little leadership in the 
nonprofit sector. 
 
How to do that is difficult. One, I think a more diverse group of trustees on foundation boards 
might help. It’s not a guarantee because we’ve seen that there’s been a lot of changes in the 
makeup of foundation boards and staffs, we’ve got more women, we’ve got more people of 
color. There has been no basic change, and the reason is because we haven’t talked about class, 
and we haven’t talked about temperament. 
 
And so I think better selection, I think that foundations have got to stop looking for—only—for 
outsiders and only at academics. I mean, it’s almost predictable who they’re going to choose as 
future leaders of their foundations. It’s going to be somebody with a national reputation, 
someone has got to be an academic or an ex-dean or ex-Senator or someone with that. 
 
So you’ve got to open up the process for foundation boards to think about, hey, is there 
somebody on board that’s really terrific that we ought to promote or are there other program 
officers or are there other people in this world who may not have the big national reputations, 
but really have proved themselves in the nonprofit world or the business world anywhere to be 
terrific. 
 
There are basically no serious training programs within philanthropy for young program 
officers. There used to be a good program, way back some 20, 25 years ago, that actually 
brought in practitioners, nonprofit people, grantees, and it was an all-out session, and it was 
stimulating for a lot of folks. That tradition hasn’t been carried out, and there needs to be, I 
think, much more interchange with nonprofits. 
 
There are very few major foundations that have staff meetings, that bring in nonprofit people, 
who have nonprofit ombudsmen on board, just as some newspapers have ombudsmen on their 
staff. They rarely talk to one another. And you need to pick people who understand the broad 
issues.  
 
There’s one major foundation—I’ll give you one instance—one major foundation actually run 
by someone who is esteemed by some as a brilliant foundation head which was worried about 
the deteriorating relationships between donors and donees, and so they decided to have a half-
day session of all staff to decide that issue. And they had this far-ranging discussion, and they 
came to no conclusion, and somehow they went away somewhat dissatisfied. 
 
I asked one of the program people who was in that meeting, saying, “Well, you know, did you 
invite any nonprofit people? You have a lot of them in New York who could have answered that 
question within two seconds.” 
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“Oh, no, we didn’t have any nonprofit people.” That’s one of the fundamental problems of the 
unreal philanthropic world. There is not much of an exchange. 
 
Now, if you create an atmosphere in which there is much more exchange, there’s much more 
vision, then you might get some better leadership. But I don’t know, you’re asking a question 
that some of us have been asking for a long time. 
 
And our universities, quite frankly, even though I’m part of it, aren’t doing a very good job. 
They’re creating budget technicians in their Centers for Nonprofit Policy. They’re creating, you 
know, budget analysts for OMB, but they’re not developing leaders. They stress the quantitative 
methods, the statistics, and the financial management and management. They don’t stress 
vision, and integrity, and courage, and politics and coalition building, those things that are 
necessary for leadership. 
 
So, unless we have a—we need a change both on how we train our young people coming out of 
universities, as well as some other mechanisms. I don’t know what the answer is. 
 
MR. FRUMKIN: The only idea I would have is if you can’t control, and it’s very hard to control 
a lot of these, what I would like to see is foundation program staff viewed more as visiting 
fellows, rather than as long-term employees. If I were managing a foundation, I would want to 
have a group of people who are coming and going I would say every two or three years, top 
people from the world of practice, top people from the world of ideas, have them come through, 
have them project some good ideas into the foundation world and then let them go back out. 
 
So, if anything, I’d like to see more movement, less internal career ladders, more movement, 
cross-sector movement, where people are coming and going and people are injecting ideas and 
then getting out. I think that would be a huge step, if we could just get more penetration and 
more people leaving the field. People love these jobs, and I was a program officer for a couple 
years. It’s a lovely job. You know, you’re smart, you’re good looking, you’re hilarious— 
 
[Laughter.] 
 
MR. FRUMKIN: It’s a wonderful job. But I still—my only answer is, back to this idea of 
pluralism. How do we get more pluralism? How do we get more diversity? I think we’ve got to 
have people coming and going. 
 
And if I were managing, if I were at the senior level, I’d want to have a lot of movement of 
people coming in, getting their best ideas out and then moving on because, ultimately, long-term 
employment at foundations creates, it does create better relations with grantees, but I’m not sure 
that, long term, that’s a great thing for a foundation to have tight friendships between program 
staff and nonprofits. It’s not bad to have new people come in, re-examine existing grantees, 
come in with new ideas. 
 
So that would be about the only place I would know where to start, which is to get this 
movement. 
 
MR. EISENBERG: By the way, I should note that the Ford Foundation, for a long time, 
employed a five-year limitation, and that didn’t make a bit of difference, I have to say. 
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MR. FRUMKIN: But they got rid of it. 
 
MR. EISENBERG: Oh, they did get rid of it. 
 
MR. SCHAMBRA: Elizabeth, last comment. 
 
MS. BORIS: Well, this is hardly worth the last comment, but I think the Ford Foundation still 
does a six-year rotation. You have to change jobs in order, within the foundation, in order— 
 
PARTICIPANT: [Inaudible.] 
 
MS. BORIS: If you change jobs, you can stay on. So we’d ask Pablo, has that been successful? 
 
But I think there’s some other mechanisms for the feedback loop. Some foundations, like 
Carnegie, send out proposals for peer review of folks in the field, folks who are in the same 
program area, and that’s one mechanism to get some feedback about the substance of what’s 
going on, and then at the Fund, the Nonprofit Sector Research Fund, there are committees of 
peers who talk about strategies and talk about proposals. 
 
So there are mechanisms and ways of getting that input from the grantees, from academia. It’s 
not as bleak maybe. It’s certainly not throughout the field, but I think there have been some 
moves in that direction. 
 
MR. SCHAMBRA: Thank you very much. 
 
[Applause.] 
 
MR. SCHAMBRA: I thank our panelists. 
 
[Whereupon, the proceedings were concluded.] 

 
 


