THE BUSINESS SPIRIT IN PHILANTHROPY
Robert H, Bremner

Mz, Bruchey, instead of assigning me a specific problem to
discuss, was kind and trusting enough to let me choose the topic of
my paper, I considered the role of philanthropy in a business civili-
zation and the influence of business on philanthropy but decided that
anattempt to define the business spiritin philanthropy would be better
suited to my interests and to the general trend of my research. I
am not going to try to demonstrate that the business spirit and the
philanthropic spirit are identical ox invariably congenial, or that the
business spirit is more important in philanthropy than the religious
spirit, the humanitarian spirit, the scientific spirit, and the other
spirits that animate and sometimes intoxicate philanthropy. Yet it
would be strange indeed if something as vitally connected as philan-
thropy is with the giving and getting of money had not been influenced
by business values, In an interpretive rather than a quantitative way
I propose to suggest some of the respects in which philanthropy has
felt the impact of business as a set of values, .

In my paper I shall use the words "philanthropy” and "philan-
thropist” in the current and conventional sense of generous gifts and
givers of money to good causes: religion, charity, education, re-
search, cultural and eleemosynary institutions. This is a narrow
definition of the words, becauseever since "philanthropy”and "philan-
thropist" came into use in the seventeenth and eighteenth centuries they
have had another, and not always subordinate, meaning: the love of
mankind and a disposition to promote the well-being of one’s fellow
men by one's own efforts, Today when we say philanthropist we think
of greatmoney-givers such as Carnegie or Rockefeller. Once people
like Tom Paine or Wendell Phillips were called philanthropists. They
were lovers of mankind -- especially of the less fortunate and less
loveable portions of it -- haters of oppression; they were doers,
reformers, agitators of radical causes. Perhaps that is why some
later givers, suchas Michigan's W. K, Kellogg, have had suchaversion
to being called philanthropists, Atanyratel think the current tendency
to identify philanthropy with gifts of money or shares of stockis signif-
icant and pertinent to the general theme of this conference. I shall
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not pursue the subject now butperhaps the question mayarise during
the discussion period,

We are ali familiar with the use of business terms and tech-
niques in philanthropy. Every year when reports of American giving
are published and we learn that eightor more billions of dollars have
been contributed to various causes by individuals, foundations, and
corporations, we are reminded that philanthropy is one of our major
enterprises. We refer, either favorably or disparagingly, to "the
businessof benevolence.” We ponder about the complexity and afflu-
ence of a society in which fund-raising hasbecome a flourishing pro-
fession, We divide giving into "wholesale"” and "retail” and describe
the community chest or united appeal as "the budget plan of benevo-
lence." We call some of our contributions "investments in human
welfare'" and refer tofoundationfunds as "the venture capital of philan-
thropy.” It is no secret that considerations of deductibility and other
tax advantages loom large in both private and corporate giving.

Itis often assumed that the introduction of business values into
philanthropy is a relatively new development, The close association
of business with philanthropy began, according to this view, with
Andrew Carnegie and John D. Rockefeller; it received great impetus
during the First World War and the 1920's, and took onnewdimensions
and refinements as a result of the New Deal, the Second World War,
and the economic and political vicissitudes of the post-war years,
Since youareall historians know you willnotbe surprisedif I express
mild dissent from this interpretation and say -- as historians are
prone to sayabout almost everything -- that the introduction of busi-
ness values into the theoryand practice of philanthropy in our century
was not a radical new departure but a continuation and acceleration
of trends long under way.

One of the things that has impressed me in my studies of philan-
thropy is the amount of comnplaining philanthropistsdo about the diffi-
culty of giving away meoney. You might think that even if you had a
great deal of money nothingwould be easier thanto get rid of it. You
could write out one or more large checks to any of the multitude of
institutions and organizations that are always clamoring for assist-
ance, When a woman came to your door seeking funds for a national
health association specializing in a rare but interesting malady you
could say "Here, take it all.” Or you could go to a busy intersection
and toss ten or hundred dollar bills around. You would have to toss
them, because people would not believe the bills were genuine if you
tried to hand them to the passers-by. As a matter of fact we occa-
sionally hear of people who have adopted such whimsical methods of
disposing of surplus wealth -- but we don't call them philanthropists.
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Despite the seeming ease and plentiful opportunities for un-
loading, we are constantly informed thatgiving is harder than getting, 1
The example of A, T. Stewart, who had a genius for trade but faulty
talent for giving, led Elbert Hubbard to say "The world needs a school
for millionaires so that, since they cannot take their millions with
them, they can learn to leave their money wisely and well. "2 Wisely
and well! That's the rub, We believe, as the historianof the Kellogg
Foundation has written, that our gifts should be made in such a way
that they will produce "maximum results, "3 When a rich man like
Leland Stanford foundsa university we praise him for going about the
task "in the same business-like fashion™ that he employed in creating
"the great stock farm where his fast horses [are] bred. "

But why isn't largess enough? Why don't we respectmagnificent
follyas muchas calculated prudence? Whyis wisdom in giving thought
to be as essential as generosity? Why does philanthropy have to be
a success? Part -- not all -- of theanswer lies in the business spirit,
You, as business historians, don't need to be told what the business
spirit is, But if someone were to ask me T should sey that the busi-
ness spirit, whether in philanthropy or anything else, is the spirit
that says two plus two can and should equal five, The gift or the in-
vestment should produce something of greater value than the sum put
into the enterprise,

For about three centuries a dominant and recurring theme in
philanthropic thought has been the necessity of restraining, refining,
and disciplining the charitable impulse, To be sure, oux practiceoften
departs from our principle. Weare constantly subjected tofund drives
calculated to stimulate our desire or willingness to give. Often we
make our gifts in a routine or sentimental spirit. But most ofus dis-
like indiscriminate almsgiving and we certainly have been warned often
enoughof itsdangers. Weattachno virtue or value to mere liberality,
The bad results of unwise benevolence have beenbrought to our atten-
tion time and again, Over and over againwe have beencautioned that
charity is like morphine: it must be administered by experts and with
extreme care lestit create new problems or aggravate old ones, S 1f
anything is settled inour philanthropic tradition it is that open-handed
generosity is not enough. We must consider the effects of our gifts
on the recipients, weigh the consequences, figure the returns.

Possibly this cautious attitude toward charity and toward phi-
lanthropic gifts of all kinds is simply common sense. But it is the
common sense of a society which respects money and understands
what money can and cannot do, I believe that an appreciation of the
value of money is one of the major contributionsof the business spirit
to philanthropy. The business spirit brings to philanthropy a sharp
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awareness of the possibilities for the use and misuse of wealth and
a deep sense of the responsibilities involved in all expenditures of
money, Out of the mass of expert testimony on this point I shall cite
the words of just one witness:

Money is not itself wealth, but it is the means of

directing human activity., If paid as a wage, it can

be used to induce human beings to make one thing

rather than another, If it is given as public relief

or private charity, it affects equally the attitude

and actions of the recipient. All passing of money

influences actions, for good ox ill. To give money

to aman because he writes a moving begging letter

is to pay him for doing so, and if the giftis repeated,

sooner or later it makes the writing of such letters

an occupation like any other, To give money to a

person because he shows his wounds is to encourage

the showing of wounds. To feed the starving on

condition that they will present themselves in all

weathers in the middle of the night on the Thames

Embankmentis to make misery a condition of relief,

and exhibition of misery a theatrical gesture. The

central doctrine [of modern organized charity is]

. .the immense responsibility attached to any

spending of money whether charitable or otherwise,

and the need to accompany any transfer of money

by personal care,
I must confess that I selected the witness with some care. The man I
have quoted was not a businessmanbut Lord William Henry Beveridge,
one of the designers of the welfaxe state,

If it is necessary to be foresighted in disposing of our own
means, how muchmore urgentit is to be thoughtfuland wise inadmin-
istering wealth which is not a property but a stewardship, In the
twentieth century we have not heardas much about the doctrine of the
stewardship of wealth as in previous centuries. Probably if some
Texas Croesus of today were to say, as John D. Rockefeller once said,
"The Good Lord gave me the money, " our reaction would be amused
and irreverentincredulity. But from John Winthrop in the seventeenth
century to Julius Rosenwald in the twentieth we have had rich men
who said and acted as though they believed that their talents were
trusts committed to them for use only and to be accounted for when
the master called 1 recognize that the doctrine of stewardship has
implications which may not be entirely compatible with the require-
ments of capitalistic enterprise Nevertheless there is something
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businesslike in the notion of accountable stewardship or trusteeship,
I think it hardly needs to be said that the doctrine of stewardship, and
Andrew Carnegie's variantof itin the "gospelof wealth,” strengthened
the sense of obligation, not only to give, but to give in a responsible
manner

Assuming that by gift of God, or man, or by our own efforts,
we have surplus wealth at our disposal, and that we want to give in a
conscientious, responsible way -- to whom and for what purposes
shall we give? To relieve the needy, the wretched, the cold, and the
hungry? The business spirit (by which I do not mean businessmen in
general) says no, Such gifts are unproductive. They encourage the
slothful and the unworthy They foster pauperism and destroy char-
acter and independence, Leave the destitute tothe state Use private,
voluntary funds to aid the industrious and ambitious. Help the help-
able. Help, but don't do all, for those who are able and willing to
help themselves, In Carnegie's words, build "ladders upon which
the aspiring can rise. "

This curious but very important shift in emphasis from suc-
coring the unfortunate to assisting the ambitious became noticeable
in the eighteenth century and plain in the nineteenth, It is one of the
features which distinguish modern philanthropy from old-fashioned
charity. I attribute it, in part, to the pervading influence of the busi-..
ness spirit,

One of the revered figures in modern philanthropy is George
Peabody, the American investment banker who lived in London and
who, both as financier and private citizen, worked to promote good
relations between England and the United States 1 have been partic-
ularly interested in Peabody because of my current researchin nine-
teenth century housing reform. Just one hundred years ago Peabody
founded the Peabody Donation Fund which built and still operates a
number of large tenement houses in London. The Fund was one of
the many benefactions which earned Peabody hisreputationas the most
liberal philanthropist of his day. In the chorusof praise that greeted
Peabody wherever he wentin the last decade of his life (he lived until
1869) there were, inevitably, a few sour notes. The sourestcame from
Benjamin Moran, an employee of the American legation in London.
Moranasserted that Peabody had never given a poor man a meal, that
his celebrated Fourth of July parties were advertisements, and that
Peabody '"mever gave away a cent that he didn't know what its return
would be, "9

I don't know whether Moran's allegations were true but I
strongly suspect that Peabody and men of his stamp would not have
regarded the last charge as much a slur as Moran intended.
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This is not the time or occasionfor a long digressionon nine-
teenth century housing reform. I would, however, like to say some-
thing about the Peabody Donation Fund because it is a fair illustration
of the business spirit in philanthropy. When Peabody made his initial
contribution of £ 150, 000 to the trustees of the Fund he stated that his
objectwas "to relieve the condition of the poor and needy of this great
city, to promote their comfort and happiness. " In his letter of gift
he suggested that the fund "'be applied to constructimproved dwellings
for the poor, dwellings that will result in health, comfort, social
enjoyment, and economy.” He said that he hoped notonly the present
but future generations would be aided by his gift,

Inanother era Peabody's money might have beenused to build
and endowan almshouse for the worthy but destitute poor. The Trus-
tees followed a different course, With Peabody’s approval they
interpreted "the poor" to mean "the labouring man," They decreed
that people housed in the Peabody buildings must pay a fair rental,
and that only persons whose income would permit them to pay this
rent were to be accepted as tenants, They decided, also, that the
fund was not to be spent all at once but that it was to be carefully
nurtured and administered in such a way that a sexies of tenements
could be built, each one paying for itself and returning a modestprofit
which could be applied toward the construction of more houses.

Inadopting this businesslike method of administer ing Peabody's
gifts the Trustees acted in accordance with the view, accepted both
in England and the United States, that purely charitable ventures in
housing would do no good. They lived in an era which had adopted
"Will it pay?" as one of its watchwords., They were convinced that
the housing problem would be solved onty when it had beenproved that
good housing paid and was a sound business proposition. They did
not expect tohouse more than a fractionof the poorer classes in their
model tenements, They thought the function of philanthropy was to
take the lead, set the pace, conduct pilot demonstrations. Then, so
they fondly believed, capital would be attracted to housing and the
problem would solve itself.

In our own era we are less confident of the ability of private
investors, even when infused with the philanthropic spirit, to pro-
vide automatic solutions for social problems of the magnitude of bad
housing, unemployment, and insecurity, We still rely on philanthropy
to pionecer and to conduct pilot demonstrations but in many cases
philanthropy sets the pace not so much for businessas for government
or community action. When confronted with grave problems of social
distress we are less inclined toask "Willit pay tocorrect these prob-
lems?" than "Can we afford to ignore them?"
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1 have said that the Peabody Donation Fund is a fair illustration
of the business spiritin philanthropy. It isalse a fair example of the
limitations the business spirit may impose on philanthropy. A busi-
nessman may be very daring if he sees a way to turn a large profit;
a philanthropist may stake all he has on an effcrt to do good. But a
philanthropic institution which is dedicated not only to a good cause
but alsoto careful administration and modestaugmentation of endowed
funds is not likely todo anything very drastic, It will go on from day
to day and year to year performing a useful function in a prosaic
manner, Perhaps that isall that canor should be expected of ventures
which are neither commercial enterprises nor charities, They do a
lot of good and we should miss them if we didn't have them, but they
don'tcontributea greatdeal to the pioneering functions of philanthropy.

In 1849 Amos Lawrence complained that despite years of con-
scientious and generous giving his fortune was as large as, if not
larger than, it had beenat the startof the decade. Lawrence's prob-
lern was modest as compazred tothat of multimillionairesof halfa cen-
tury later. No ordinarygiving, evenon a wholesale basis, could keep
pace with the monstrous incomesof a Rockefeller or Carnegie. "Un-
loading, "' said George Bernard Shaw in 1896, "is, for the moment,
the order of the day. Theproblem is, how tounload without the waste,
pauperization, and demoxallzatlon that are summed up . . . under
the word charity."” fohn D. Rockefeller attacked the problem of
unloading in a characteristic way. ''Let us erect a foundation, a
Trust," he said in 1901, "and engage directors who will make it a
life work to manage, with our cooperation, this business of benevolence
properly and effectively. 1% Rockefeller was as good as his word.
In the next dozen vears, with the assistance of Frederick T, Gates,
he erected not one but four great philanthropic trusts: the Rockefeller
Institute for Medical Research, the General Education Board, the
Rockefeller Sanitary Commission, and the Rockefeller Foundation,
As a producer of foundations Carnegie was even more prolific, or
perhaps more impulsive, than Rockefeller. His total was twenty-two.

Sixty years after Rockefeller's pronouncement we still regard
the foundation as the most effective way of putting large-scale giving
on a businesslike basis, By conservative estimate therewere in 1961
12,000 foundations of record in the United States and their number
was incieasing at the rate of one hundred a2 month, These founda-
tions range from endowments with special or limited and sometimes
peculiar objects to great general research organizations such as the
Carnegie Corporationand the Rockefeller and Ford Foundations, They
include community trusts, corporation foundations, and family or
personal foundations of varying size, Aside from the tax benefits
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which may accrue to the founders, foundations provide a convenient,
impersonal method of regulating and directing the flow of capital into
channels of benevolence. Their justificationis that they make itpos-
sible for private wealth to be distributed with greater careand vision
than individual donors can ordinarily hope to possess,

American foundations are so numerous and of such varying
types that generalizations are misleading, It is certainly true of the
major foundations, however, that they do not give to relieve the sick
and the poor but to attack, most often through education, research,
and demoenstration, the underlying causes of sickness and distress.

The revolutionizing of American medical education between
about 1920 and 1940 is one of the best known foundationachievements,
The method s employed by the General Education Boardand the Rocke-
feller Foundation, two of the principal agents of the revolution, offer
a prime example of the business spirit in philanthropy. There was
nothing indiscriminate about the assistance made available by these
foundations, Abraham Flexner and hisassociates selected the recip-
ilent institutions, not on the basis of need or helplessness, but on the
grounds of demonstrated or potential strengthand strategic location,
The huge grants supplied were not free gifts, They were made on
condition that certainimprovements in facilities and instruction would
be effected and that equal or larger sums would beraised from other
sources. These conditional grants were investments made in expec-
tation of direct and indirect benefits: direct benefits in the form of
doubled or tripled funds for the schools aided, and indirect benefits
in the form of example, stimulation, (and in some cases, discour-
agement) to the schools which were not aided, !

The best known modern foundationsdiffer from the charitable
trusts of the past, not only in the size of their endowments but in the
breadthof their objectives. "The advancement of knowledge'" and "the
well-being [or "the welfare"] of mankind" are the phrasesthatrecur
in their statements of purpose, Off-hand you might not think there is
anything particularly businesslike in the declared intention of one
major foundation "to do something for the welfare of mankind, " Tt
sounds sentimental, And yet this foundation(the Commonwealth Fund)
and a number of others with somewhat similar objectives were founded
during the 1910's and 1920's when a good many employers, more or
less voluntarily, were setting up employee welfare programs and
cxperimenting with schemes of industrial betterment, Welfare capi-
talism has been called many things, but not, I think, sentimental,
Pioneer advocates of welfare capitalism described it as "a cold busi-
ness proposition, " an "investment inmanhood, " andasa "far- sighted
policy and practical philanthropy, 17 The parallel development of
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welfare movements in business and philanthropyis at least worthy of
notice. The emphasison social welfareis characteristic of twentieth
century thought in philanthropy, business and government. We take it
for granted that our economic system can afford something more than
subsistence, and we believe that improving the normal conditions of
life is, among other things, a way of strengthening the economy.

American foundations have concerned themselves with ad-
vancing human welfare not only in its physical and material aspects
but also in its spiritual, emotional, intellectual, and artistic aspects.
In assuming these daringenterprises, foundations have taken on awk-
ward and heavy burdens of responsibility, Foundations, however,
have never suffered, and do not now suffer, from want of criticism
or advice. They have been condemned as too conservative and too
radical, for "lubricating the gears of the status quo,” and for engaging
in a "diabolical conspiracy" to foist empiricism and other allegedly
un-American ismson the American people. 18 Informed and friendly
critics usually point out that thedangers which beset foundations are
routine, bureaucracy, and an all-too-human desire for self-preserv-
ation, 17 Jacques Barzun, one of the sharpest critics of the influence
of business and philanthropy on intellect, asserts "The foundations
have been great amplifiers of the dominant traits of our intellectual
life, rather than artisans of a new conception of it, n20

If there is any maxim more common in philanthropic literature
than "Help those who will help themselves” itis "Prevention is better
than alleviation,' In this paper I have not stressed the preventive
principle but I do not mean to ignore preventionor the ideas and activ-
ities that cluster around it. The axiom "Prevention is cheaper than
cure" certainlyhas a businesslike flavor. Attempts toput this maxim
into practice have had a significant influence on philanthropic insti-
tutions, Aside from limitations of time, my reason for slighting the
concept of prevention in this paper is my belief that the preventive
principle is really moxe applicable to the tasks of social reform and
governmental activity than to the work of private, voluntary E)hilan-
thropy.

In the United States today philanthropy assumes many guises
and performs a multitude of services. Of the approximately eight
billion dollars contributed to philanthropy at the start of this decade,
half went to religion, and half to education, welfare, health, and mis-
cellaneous objects, By far the largest share of the total philanthropic
outlay (about 80 percent) comes from individual donors. Foundations
contribute 8 percent, corporations and other business firms 7 pexcent,
and charitable bequests 5 percent. In religion, voluntary giftsare all-
important. But in education, welfare, and foreign aid, philanthropic
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gifts supplement the much larger sums provided by the state through
public agencies,

Aside fromreligion, we no longer rely onphilanthropy to meet
recognized social needs orto solve recognized social problems. But
we do rely on philanthropy for that essential but mysterious process
called "pioneering”--the discovery of new problems, the finding of
new paths, the raising of new hopes. The branches of philanthropy
which are most self-consciously concerned with the difficult and un-
certain tasks of pioneeringare the onesthat are most undex the infiu-
ence of the business spirit. It is precisely these branches which are
called upon to resist the pressures and disregard the conventions of
a business civilization. Thisobligationcreates the tensions and com-
pounds the ironies of American philanthropy.
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