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Abstract 

 
The Disruption of Philanthropy in the San Francisco Bay Area 

Micah McElroy 

 
 

This dissertation studies the history of philanthropy in the San Francisco Bay Area 

between the 1940s to the 2010s through the experiences of the foundation managers, professors, 

and attorneys, who collectively oversaw the distribution of philanthropic wealth for the region’s 

donors. This dissertation argues that foundation managers and a range of other non-donor 

professionals were critical to the formation of organized philanthropy in the San Francisco Bay 

Area since the 1940s, which in limited but vital ways redistributed wealth to organizations that 

provided social welfare services. In the austere decades of the late 20th century, however, 

philanthropic intermediaries created new models of giving that, in appealing to affluent people, 

narrowed the purpose and reach of foundations, while expanding the ability of donors to set 

conditions on their giving. In tandem with larger political and economic changes, the disruption 

of philanthropy in the San Francisco Bay Area—the creation of donor-centric modes of giving 

that appealed to the norms of high-tech and financial moguls—helped produce a local nonprofit 

sector more reflective of the interests of wealthy donors rather than those in nee
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Introduction: Philanthropy Disrupted 

 
“West Coast philanthropy is marked by innovation, it’s about disruption, it’s about 

change,” exclaimed Emmett D. Carson, the chief executive of the Silicon Valley Community 

Foundation in 2015.1 Carson presided over the one of the largest community foundations in the 

United States with $7.3 billion in assets—a sum which incorporated crypto-currencies, art, 

buildings, and shares in numerous Silicon Valley companies—and clients that included Mark 

Zuckerberg, co-founder of Facebook, Jan Koum, founder of WhatsApp, Nicholas and Jill 

Woodman, founders of GoPro Inc., as well as other tycoons of high-tech and financial 

industries.2 Carson’s ability to attract the wealth of Silicon Valley owed in no small part to his 

charisma, but the phenomenal growth of the community foundation was also the result of Carson 

and many other foundation personnel providing personalized services to the region’s wealthiest 

residents. The foundation’s officers recognized that Silicon Valley entrepreneurs were a “new 

breed of philanthropist” and adapted the community foundation to meet Silicon Valley’s 

distinctive preferences. In an apparent testament to his success, Carson earned almost $900,000 

in annual compensation.3 

But controversy followed the remarkable growth of the Silicon Valley Community 

Foundation. Carson, who long spoke in favor of social justice and chastised community 

 
 

1 Alessandra Stanley, “Silicon Valley largesse overlooks income inequality” The Ontario 

Star (November 14, 2015), WD4. 
2 David E. Early, “Silicon Valley Community Foundation gave nearly a billion dollars in 

2015 grants” The Argus (February 11, 2016) 
3 Jody Meacham, "Silicon Valley Community Foundation CEO put on paid leave amid 

investigation" Silicon Valley Business Journal (April 28, 2018), 

https://www.bizjournals.com/sanjose/news/2018/04/26/svcf-investigation-ceo-emmett-carson- 

paid-leave.html 

http://www.bizjournals.com/sanjose/news/2018/04/26/svcf-investigation-ceo-emmett-carson-
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foundations for meekly submitting to donors, faced a wave of criticism that he had helped create 

a foundation that hoarded its wealth and zealously obeyed the wishes of wealthy clients— 

whatever those wishes might be.4 The foundation collected fees from managing a growing 

number of donor-advised funds—a type of charitable account that provided donors immediate 

tax benefits without pay-out requirements---but did not direct those funds towards organizations 

in need. And despite operating as a community foundation, a type of foundation that historically 

served a geographically bounded region, the foundation gave relatively little to the San Francisco 

Bay Area. In 2017, for example the foundation directed 66% of its grants, totaling $846 million, 

outside the five counties of the Bay Area, while opening an office in New York City and San 

Francisco as it decreased local levels of giving. A journalist found nonprofit organizations in the 

Bay Area wary of the Silicon Valley Community Foundation, which they referred to as the 

“Death Star” and the “Black Hole.”5 In 2018, Emmett Carson resigned after charges that the 

foundation’s leadership created an unsafe work environment, including the sexual harassment 

 

 

 

 

 

 
 

4 For Carson’s earlier arguments about social justice and community foundations, see: 

Emmett D. Carson, “The Role of Indigenous and Institutional Philanthropy in Advancing Social 

Justice” in Philanthropy and the Nonprofit Sector in a Changing America ed. Charles T. 

Clotfelter and Thomas Ehrlich (Indianapolis: Indiana University Press, 1999), 248. See also 

Emmett D. Carson, “The Seven Deadly Myths of the U.S. Nonprofit Sector: Implications for 

Promoting Social Justice Worldwide” in Beyond Racism: Race and Inequality in Brazil, South 

Africa, and the United States (Boulder, Colorado: Lynne Rienner, 2001); Emmett D. Carson, 

“Community Foundations at the Crossroads: Social Change Agents or Charitable Bankers?” 

Keynote Address, Community Foundations of Canada’s 2002 National Conference, Kelowna, 

British Columbia (May 3, 2002); “The Road Not Yet Traveled: A Community Foundation 

Movement for Social Justice” speech delivered at Community Foundations: Symposium on a 

Global Movement Berlin, Germany (December 4, 2004) 
5 Alana Semuels, “The ‘Black Hole’ That Sucks Up Silicon Valley’s Money” The 

Atlantic (May 14, 2018), https://www.theatlantic.com/technology/archive/2018/05/silicon- 

valley-community-foundation-philanthropy/560216/ 

http://www.theatlantic.com/technology/archive/2018/05/silicon-
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and bullying of employees. When Carson departed, the foundation had almost doubled its assets 

since 2015 to $13.5 billion.6 

This dissertation studies the history of philanthropy in the San Francisco Bay Area 

between the 1940s to the 2010s through the experiences of foundation managers like Emmett 

Carson, who, once full of ambition to make philanthropy serve the cause of social equity 

presided over a foundation that often did little more than transact the pre-defined wishes of its 

donors to the detriment of local nonprofit organizations. This dissertation argues that foundation 

managers and a range of other non-donor professionals were critical to the formation of 

organized philanthropy in the San Francisco Bay Area since the 1940s, which in limited but vital 

ways redistributed wealth to organizations that provided social welfare services. After 1980, 

however, philanthropic intermediaries created new models for giving that, in appealing to 

affluent people, narrowed the purpose and reach of foundations and expanded donor control. 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 
 

6 In 2019, the Lucas Museum of Narrative Art, founded by George Lucas and Mellody 

Hobson, hired Carson as their chief operating officer. 
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Philanthropy and Geography 
 

County Map of the San Francisco Bay Area. 

 

The dissertation identifies Silicon Valley as the San Mateo and Santa Clara 

counties, a region also known as “the South Bay.” Alameda and Contra Costa 

counties are referred to as “the East Bay.” 

 
 

By studying how the political and material context of the San Francisco Bay Area shaped 

its residents’ philanthropic practices, this project contributes to a relatively small field of place 

specific studies of private giving. In his study of “localized giving cultures,” Benjamin Soskis 

notes that “placed-based inquiries have stood at the margins of scholarship on charitable giving 
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in the United States for more than a century.”7 But the dearth of place-based histories of giving is 

puzzling, as scholars in multiple fields continue to find regional differences in how Americans 

distribute philanthropy and think about their obligations to others. The geographer Julian 

Wolpert, for example, contends that “places themselves have distinctive and enduring cultures of 

giving, differences in levels of need and distress, patterns of taste and demand for nonprofit and 

public sector services, and an idiosyncratic evolution of nonprofit institutions.” 8 The historian 

Peter Dobkin Hall, moreover, identified distinctive “cultures of trusteeship” and “associational 

cultures” that developed in relation to regional histories of settlement and socio-economic 

demography.9 More recently, David C. Hammack and Steven Rathgeb Smith edited a volume of 

essays on regional differences among philanthropic foundations.10 

The West Coast of the United States and the San Francisco Bay Area in particular are 

undeveloped subjects in the history of philanthropy, despite the region’s growing prominence as 

a center of concentrated wealth, high-tech industry, and sizable philanthropic fortunes. Studies of 

donors in the Northeast and Midwest who accumulated their wealth in the late 19th and early 20th 

century, as well as the foundations that carry on their name, dominate much of the historical 

 
 

7 Benjamin Soskis, “Analyzing a Localized Giving Culture: The Case of Washington, 

DC” Urban Institute (December 21, 2018), 2. 
8 Julian Wolpert, “Giving and Region: Generous and Stingy Communities” New 

Directions for Philanthropic Fundraising (7) (Spring 1995), 11. See also Julian Wolpert, 

“Prudence and Parsimony: A Regional Perspective” Nonprofit and Voluntary Sector Quarterly 

18 (3) (September 1, 1989): 223-236. For other scholars who argue that regions have distinctive 

practices of giving, see: John C. Schneider, “Philanthropic Styles in the United States: Toward a 

Theory of Regional Differences.” Nonprofit and Voluntary Sector Quarterly 25, no. 2 (June 

1996): 190–210; Kathleen D. McCarthy, American Creed: Philanthropy and the Rise of Civil 

Society, 1700-1865 (Chicago: University of Chicago Press, 2005) 
9 Peter Dobkin Hall, "Inventing the Nonprofit Sector" and Other Essays on Philanthropy, 

Voluntarism, and Nonprofit Organizations (Baltimore: Johns Hopkins University Press, 1992), 

135, 199. 
10 American Philanthropic Foundations: Regional Differences and Change ed. David C. 

Hammack and Steven Rathgeb Smith (Bloomington: Indiana University Press, 2018) 
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scholarship of philanthropy.11 But in the last two decades, foundations in the San Francisco Bay 

Area, buoyed by fortunes in high-tech, finance, and real-estate, have marshaled assets that 

 
 

11 In 2016, the scholar of philanthropy, David Callahan, notes that since the mid-1990s 

the “philanthropic establishment”—a cohesive group of donors and foundations once clustered in 

the Northeast—is now fragmented across the nation. Citing the West Coast, for example, he 

argues that “the doings of, say, the Rockefeller Foundation barely register on these folks.” 

Callahan is right that new concentrations of wealth across the US, especially in the West Coast, 

have produced distinctive patterns of philanthropy that reflect regional norms. But still there are 

few histories to account for the period before the West Coast—and, specifically the San 

Francisco Bay Area’s—earlier practices of giving and how they may inform those of the 21st 

century. See, David Callahan, “Is There a Philanthropic Establishment? And If So, Who’s In It?” 

Inside Philanthropy (January 28, 2016), 

https://www.insidephilanthropy.com/home/2016/1/28/is-there-a-philanthropy-establishment-and- 

if-so-whos-in-it.html 

That is not to say that scholars have not created historical accounts of philanthropy and 

charitable giving in the San Francisco Bay Area, though they are limited. The sociologist 

Jiannbin Lee Shiao does not study the San Francisco Bay Area per se, but does write about the 

San Francisco Foundation’s development of “diversity policy,” by which he means how the 

foundation responded to a problem he characterizes as “race relations” from roughly the mid- 

twentieth century to the 1980s, see Identifying Talent, Institutionalizing Diversity: Race and 

Philanthropy in Post-Civil Rights America (Durham: Duke University Press, 2005); The 

sociologist Emily Barman compares workplace charity in San Francisco and Chicago, arguing 

that San Francisco’s workplace charity “has been reorganized around a new and expanded 

conception of community of purpose” and Chicago’s “remained centered around a community of 

place.” She attributes this distinction to different perceptions of philanthropy’s purpose and scale 

between the region’s corporate leaders, whom served as gatekeepers that allowed the 

development of distinctive practices of workplace charity. See, Contesting Communities: The 

Transformation of Workplace Charity (Stanford: Stanford University Press, 2006); Marta 

Gutman studies the creation and disappearance of a “charitable landscape” for children—one 

composed of settlement houses, free kindergartens, orphanages—in Oakland, California, see: A 

City for Children: Women, Architecture, and the Charitable Landscape of Oakland, 1850-1950 

(Chicago: University of Chicago Press, 2014) Carol J. Silverman and Arleda Martinez also 

surveyed the history of philanthropy in San Francisco and Silicon Valley, though their account, 

constrained to a chapter, is general. See, “Foundations in San Francisco and Silicon Valley” in 

American Philanthropic Foundations: Regional Differences and Change ed. David C. Hammack 

and Steven Rathgeb Smith (Bloomington: Indiana University Press, 2018): 272-292. 

There are also a small number of histories of philanthropy in California outside of the 

San Francisco Bay Area. For Southern California see, Gloria Ricci Lothrop, “Strength Made 

Stronger: The Role of Women in Southern California Philanthropy” Southern California 

Quarterly 71 (2/3) (Summer/Fall 1989): 143-194; Tom Sitton, The Haynes Foundation and 

Urban Reform Philanthropy in Los Angeles: A History of the John Randolph Haynes and Dora 

Haynes Foundation (Los Angeles: Historical Society of Southern California, 1999); M.E. 

Jovanovich, “Power and Patronage: Public Art and Corporate Mural Commissions in Los 

http://www.insidephilanthropy.com/home/2016/1/28/is-there-a-philanthropy-establishment-and-
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rivaled—and even surpassed—those of their East Coast predecessors. A deluge of articles in the 

21st century, written by wealth managers, journalists, and scholars of the non-profit sector 

identified Silicon Valley, in particular, as giving in ways that departed from established 

philanthropic practices.12 Yet with few exceptions, the region’s longer history of philanthropy 

has largely escaped scholarly attention, leaving the impression that whatever is distinctive about 

Bay Area giving is the recent creation of entrepreneurs. 

While historians of philanthropy have in large part overlooked the San Francisco Bay 

Area, scholars have long argued that local factors determined practices of the region’s 

entrepreneurs and business enterprises in distinctive ways. The sociologist Jeffrey Haydu, for 

example, maintains that local factors influenced the formation and strategies of San Francisco’s 

 
 

Angeles, 1928-1936” PhD diss. (University of California, San Diego, 2016); Molly McClain, 

Ellen Browning Scripps: New Money and American Philanthropy (Lincoln: University of 

Nebraska Press, 2017); David B. Howard and Helmut K. Anheir, “Foundations in Los Angeles” 

in American Philanthropic Foundations: Regional Differences and Change ed. David C. 

Hammack and Steven Rathgeb Smith (Bloomington: Indiana University Press, 2018): 239-273. 

The Pacific Northwest more broadly is also not well studied. On Washington, see Steven 

Rathgeib Smith, Beth L. Lovelady, Natalie C. Alm, and Kate Anderson, “Washington State’s 

Foundations” in American Philanthropic Foundations: Regional Differences and Change ed. 

David C. Hammack and Steven Rathgeb Smith (Bloomington: Indiana University Press, 2018): 

293-325. The author could not locate studies of California’s Emerald Triangle region or Oregon, 

each of which could be promising avenues of research. 

Olivier Zunz offers a critical assessment of the state of historical scholarship on 

philanthropy, which he contends focuses too narrowly on foundations and the individual 

biographies of donors, see: Olivier Zunz, “Why Is the History of Philanthropy Not a Part of 

American History?” in Philanthropy in Democratic Societies: History, Institutions, Values ed. 

Rob Reich, Lucy Bernholz, Chiara Cordelli (Chicago: University of Chicago Press, 2016). For a 

study of the challenges and opportunities of studying the history of foundations written in the 

late 1990s, see Barry D. Karl, “Going for Broke: The Historian’s Commitment to Philanthropy” 

in Philanthropic Foundations: New Scholarship, New Possibilities ed. Ellen Condliffe 

Lagemann (Bloomington: Indiana University Press, 1999), 287-295. 
12 See for example, Handbook of Research on Entrepreneurs’ Engagement in 

Philanthropy ed. Marilyn L. Taylor, Robert J. Strom, David O. Renz (Northampton: Edward 

Elgar, 2014); Karl Zinsmeister and Justin Torres, “The Calculating Philanthropy of Silicon 

Valley” Philanthropy (Fall 2018), https://www.philanthropyroundtable.org/philanthropy- 

magazine/article/the-calculating-philanthropy-of-silicon-valley 

http://www.philanthropyroundtable.org/philanthropy-
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business elite in the late 19th and early 20th century. Compared to Cincinnati, Haydu contends, 

the business elite in San Francisco operated in a relatively insulated market and confronted a 

more powerful labor movement, which compelled the elite to accommodate the demands of 

workers and create expansive corporate welfare programs.13 Others scholars have studied how 

entrepreneurs in the San Francisco Bay Area developed business strategies and forms of ethnic 

solidarity in response to the region’s political and economic environment.14 While there is no 

broad history of the formation of the upper classes in San Francisco, akin to Sven Beckert’s and 

David Hammack’s studies of elite classes, these works collectively argue that the particular 

circumstances of the Bay Area affected how businesspeople accumulated—or failed to obtain— 

 

 

 

 

 

13 Jeffrey Haydu, Citizen Employers: Business Communities and Labor in Cincinnati and 

San Francisco, 1870–1916 (Ithaca: Cornell University Press, 2008). Carey McWilliams was one 

of the first historians to identify California’s distinctively powerful labor movement. See, Carey 

McWilliams, California: The Great Exception (New York: Current Books, 1949). On labor and 

business elites in San Francisco, see: William Issel, “Business Power and Political Culture in San 

Francisco, 1900-1940” Journal of Urban History 16, no. 1, (1989): 52-77; Michael Kazin, 

Barons of Labor: The San Francisco Building Trades and Union Power in the Progressive Era 

(Urbana: University of Illinois Press, 1987); Jules Tygiel, “’Where Unionism Holds Undisputed 

Sway’—A Reappraisal of San Francisco’s Union Labor Party” California History, LXII (1983). 
14 On the experience of Chinese and Chinese-American entrepreneurs, see: J. Mei, 

"Socioeconomic Developments Among the Chinese in San Francisco, 1848-1906." In L. 

Cheng and E. Bonacich (eds.). Labor Immigration Under Capitalism (Berkeley: University 

of California Press, 1984); Bernard Wong, Beck S. McReynolds, and Wynnie Wong, “Chinese 

Family Firms in the San Francisco Bay Area” Family Business Review V, no. 4 (Winter 1992): 

355-372. On the experience of black entrepreneurs, see: Douglas Henry Daniels, Pioneer 

Urbanites: A Social and Cultural History of Black San Francisco (Berkeley: University of 

California Press, 1990); LM Hudson, The Making of “Mammy Pleasant”: A Black Entrepreneur 

in Nineteenth-century San Francisco (Urbana: University of Illinois Press, 2003). On Jewish and 

Jewish-Americans in San Francisco, see: Peter R. Decker, “Jewish Merchants in San Francisco: 

Social Mobility on the Urban Frontier” American Jewish History 68, no. 4 (June 1979): 396- 

407; EL Robert, Free to Choose: The Making of Jewish Community in the American West, The 

Jews of Oakland, California from the Gold Rush to the Present Day (Berkeley: Judah L. Magnes 

Memorial Museum, 1976); Fred Rosenbaum, Cosmopolitans: A Social and Cultural History of 

the Jews of the San Francisco Bay Area (Berkeley: University of California Press, 2011) 
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political and economic power.15 They also assert that local constraints and opportunities dictated 

how businesses formed. 

In addition, scholars contend that regional factors explain part of the reason why high- 

tech enterprises developed in the San Francisco Bay Area and achieved such remarkable success 

compared to other parts of the United States and the world. AnnaLee Saxenian, Martin Kenney, 

Christopher Lécuyer, Leslie Berlin, Stephen B. Adams, and a number of other scholars have 

attempted to explain the origin of Silicon Valley, attributing its formation to factors both specific 

to the region as well as to national factors.16 Others have identified management, family, and 

cultural practices that emerged in relation to the circumstances of Silicon Valley, and which 

distinguish the region and its industry from elsewhere.17 

 

 

 

 

 

15Sven Beckert, The Monied Metropolis: New York City and the Consolidation of the 

American Bourgeoise,1850-1896 (Cambridge: Harvard University Press, 2001); Robert F. 

Dalzell Enterprise Elite: The Boston Associates and the World They Made (Cambridge: Harvard 

University Press, 1987). See also: Betty Farrell, Elite Families: Class and Power in Nineteenth 

Century Boston (Albany: State University of New York, 1993); Adelaide Cromwell, The Other 

Brahmins: Boston’s Black Upper Class, 1750-1950 (Fayetteville: University of Arkansas, 1995) 
16 AnnaLee Saxenian, Regional Advantage: Culture and Competition in Silicon Valley 

and Route 102 (Cambridge: Harvard University Press, 1996); ---, AnneLee Saxenian, The New 

Argonauts: Regional Advantage in a Global Economy (Cambridge: Harvard University Press, 

2007); Martin Kenney, Understanding Silicon Valley: The Anatomy of an Entrepreneurial 

Region (Palo Alto: Stanford University Press, 2000); Christopher Lécuyer, Making Silicon 

Valley: Innovation and Growth of High Tech, 1930-1970 (Cambridge: MIT Press, 2006); Leslie 

Berlin, Troublemakers: Silicon Valley’s Coming of Age (New York: Simon &Schuster, 2017); 

Stephen B. Adams, “Stanford and Silicon Valley: Lessons on becoming a high-tech region” 

California Management  Review  48, no. 1 (Fall 2005): 29-51. 
17 See, for example: Everett M. Rogers and Judith K. Larsen, Silicon Valley Fever: 

Growth of High-Tech Culture (New York: Basic Books, 1984); Thedore Roszack, From Satori 

to Silicon Valley: San Francisco and the American Counterculture (San Francisco: Don’t Call it 

Frisco, 1986); Adre’L Delbecq and Joseph Weiss, “The Business Culture of Silicon Valley: A 

Turn-of-the-Century Reflections” Journal of Management Inquiry 9, No. 1 (March 2000): 37- 

44; Fred Turner, From Counterculture to Cyberculture: Stewart Brandt, the Whole Earth 

Network, and the Rise of Digital Utopianism (Chicago: University of Chicago, 2006) 
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Just as regional factors framed the development of business organizations, the practices 

of entrepreneurs, and management styles, they also affected the norms and organization of 

philanthropy. As early as the 1940s, the San Francisco Bay Area practiced giving and ideas of 

social responsibility in distinctive patterns, which stemmed from local factors such as socio- 

economic demography and the character of the regional economy. In particular, the region’s 

history as a destination of immigration since the Gold Rush of 1848 meant that some ethnic 

groups faced fewer obstacles to entering the capitalist class than they did elsewhere. German- 

Jewish immigrants became well integrated into the upper echelons of the region’s commercial 

and political life in ways that they did not in other 19th century cities. Their heirs formed a 

regional aristocracy by World War II, one that regarded the Bay Area as the place that had 

welcomed and enriched their families, and which required their continued stewardship. 

By contrast, the region that became Silicon Valley had relatively little tradition of 

philanthropy, and was not an obvious seedbed for private giving. Once sparsely populated and 

given over to farmland, the Santa Clara and San Mateo counties developed a large high-tech and 

financial industry in the 1970s. Successful entrepreneurs, moreover, were often newcomers to 

the region, unfamiliar with great wealth, and physically removed from the sight of poverty in 

insular suburban towns. Whereas the families of San Francisco had multiple generations of 

commitment to giving, tech’s nouveau riche had no tradition of philanthropy to guide them. 

Grant seekers and journalists referred to the region as “Stingy Valley,” home of towering 

fortunes but relatively low levels of philanthropy. 

Between the 1980s and 2000s, foundation managers, business school professors, and 

wealthy individuals purposefully created modes of philanthropy that would appeal to Silicon 

Valley’s entrepreneurs. Their work culminated in the model of venture philanthropy, which 
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advised nonprofit organizations to defer to the preferences of entrepreneurs, forgoing appeals 

based on social justice or equity in favor of a transactional language of return on investment, 

quantification, and greater donor control. Foundations and consultants helped make venture 

philanthropy a national practice by the 2000s, representing the growing influence of Silicon 

Valley over the world of giving in the twenty-first century.18 

But despite venture philanthropy’s popularity among funders, its results were far from an 

unequivocal boon for the nonprofit sector. The concentration of wealth held by businesspeople in 

tech and finance increasingly meant they dictated which organizations in the Bay Area received 

funding. In Silicon Valley, this meant that more traditional targets of giving, such as health and 

human services for the poor, were inadequately funded precisely because they were not 

innovative to donors. Nonprofits also met the preferences of donors by giving up any discussion 

 

 
 

18 There is not an extensive body of historical literature on venture philanthropy. For the 

argument that venture philanthropy was a novel development of the 1990s, see Michael Moody, 

“‘Building a Culture’: The Construction and Evolution of Venture Philanthropy as a New 

Organizational Field” Nonprofit and Voluntary Sector Quarterly 37, no. 2008: 324-352; R. 

Rogers, “Why the Social Sciences Should Take Philanthropy Seriously” Soc 52 (2015): 533-540; 

Kenneth J. Saltman, “The Rise of Venture Philanthropy and the Ongoing Neoliberal Assault on 

Public Education: The Eli and Edythe Broad Foundation” Workplace, 16 (2009): 53-72; 

Maximilian Martin, “Venture Philanthropy - From Operations to Finance” in Innovative Funding 

Mechanisms for Social Change ed. Peter W. Heller (2009); Not all scholars argued that venture 

philanthropy was novel. See Pablo Eisenberg, “The ‘New Philanthropy’ Isn’t New--or Better” 

The Chronicle of Philanthropy (January 28, 1999) Eisenberg argued that “large donors” such as 

John D. Rockefeller, Andrew Carnegie, and Walter Annenberg were also concerned about 

“evaluation, good management, and measurable results.” Peter Frumkin acknowledged that the 

language of venture philanthropy was novel, but he was uncertain about whether it represented a 

substantive departure in practice. Peter Frumkin, “Inside Venture Philanthropy” Society 40, no. 4 

(2003): 7—15. Stanley N. Katz described venture philanthropy as a “nominally new approach” 

that “is not really telling us to do anything we didn’t already know to do.” See “What Does it 

Mean to Say That Philanthropy is ‘Effective?’ The Philanthropists’ New Clothes” Proceeding of 

the American Philosophical Society, 149, No. 2 (June, 2005), 129. Garry Jenkins studies venture 

philanthropy as part of a large development of “philanthrocapitalism” towards the turn of the 

twenty-first century, of which he also includes strategic philanthropy. See: “Who’s Afraid of 

Philanthrocapitalism?” Case Western Law Review 61 (3) (August 3, 2011): 1-69. 
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of philanthropy as owed “redistribution;” donors recoiled at nonprofits that made demands upon 

their money on the basis of the need to redress conditions of inequality. Instead, venture 

philanthropists sanitized the language of nonprofits with metrics, PowerPoint slides, and paeons 

to entrepreneurialism and accountability to donors. These developments together meant that 

services for the poor suffered under the “Silicon Valley way of giving” as the nonprofit sector 

reflected the preferences of wealthier donors. 

In addition to accounting for the geographic factors that distinguished San Francisco Bay 

Area philanthropy, the dissertation also enters into debates about whether philanthropy should 

direct its resources locally or globally.19 William Schambra, a senior fellow at the Hudson 

Institute, is a consistent critic of “philanthropic elites” who, he charges, prefer “globalism at the 

expense of local community.” He takes aim at Silicon Valley’s “transcendent cosmic citizen” 

who intends to “reshape the world in her own image from… a lofty perch of preening self- 

regard.”20 Schambra argues that foundations historically denigrated local knowledge and the 

 

 
 

19 The first chapter serves as a counterpoint to the last, comparing a local elite in San 

Francisco with a commitment to regional giving to a later elite in Silicon Valley that, despite the 

wishes of local nonprofits, gave globally. The fourth chapter, moreover, studies the San 

Francisco Foundation’s attempt to amend the geographic restriction of a large trust which the 

foundation administered for Marin County, which it argued ought to be distributed throughout 

the Bay Area. The final two chapters study Silicon Valley’s penchant for giving outside the Bay 

Area, culminating in the Silicon Valley Community Foundation’s controversial definition of 

community so broad that it became detached from geography altogether. 
20 William A. Schambra, “Software Eats the Nonprofit Sector” Hudson Institute (May 5, 

2015) , https://www.hudson.org/research/11286-software-eats-the-nonprofit-world . See also, 

William A. Schambra and Michael Hartman, “Checking the Power of Progressive Big 

Philanthropy” Hudson Institute (July 6, 2020) , https://www.hudson.org/research/16200- 

checking-the-power-of-progressive-big-philanthropy ; William A. Schambra, “Conservatism and 

the Quest for Community” National Affairs (Summer, 2010) , 

nationalaffairs.com/publications/detail/conservatism-and-the-quest-for-community ; Schambra 

has also criticized “strategic philanthropy,” a model of organized philanthropy championed by 

the William and Flora Hewlett Foundation, as cutting against a commitment to local knowledge 

and voluntarism, see: 

http://www.hudson.org/research/11286-software-eats-the-nonprofit-world
http://www.hudson.org/research/16200-
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human connection that is vital for civic participation, preferring instead the imposition of top- 

down solutions.21 In his history of “the philanthropic revolution,” Jeremy Beer echoes many of 

Schambra’s claims. Beer argues that foundations often fail in their grand ambitions, or produce 

morally offensive results, because they do not recognize the value of “tacit knowledge” of the 

localities in which they work. He advises a return to local giving and human communion, which 

he calls “philanthrolocalism.”22 The Nobel Prize-winning economist Angus Deaton also 

criticizes proponents of global giving, including Peter Singer’s argument for “effective altruism,” 

arguing that the United States faces an “urgent problem” of poverty often overlooked in 

discussions of philanthropy and foreign aid.23 

While sympathetic to the argument that foundation managers and donors should defer to 

the accumulated knowledge of the people that they wish to help rather than impose their strategic 

vision upon them, the dissertation argues that the local versus global philanthropy debate 

overlooks the more fundamental question of who has power to make distributional decisions in 

the United States. Schambra, Beer, Deaton, and others, may wish that foundations give locally— 

and the nonprofit organizations in Silicon Valley make similar claims—but they do not have any 

meaningful power to compel those foundations or affluent donors to do as they wish. Rather than 

make an argument that philanthropy should direct its resources locally or globally, the 

 

 
 

21 William A. Schambra, “Philanthropy’s War on Community” Hudson Institute 

(September 18, 2012) , https://www.hudson.org/research/9260-philanthropy-s-war-on- 

community 
22 Jeremy Beer, The Philanthropic Revolution: An Alternative History of American 

Charity (Philadelphia: University of Pennsylvania Press, 2015) 
23 Angus Deaton, “The U.S. Can No Longer Hide From Its Deep Poverty Problem” The 

New York Times (January 24, 2018) , https://www.nytimes.com/2018/01/24/opinion/poverty- 

united-states.html; Angus Deaton, “Forum Response: The Logic of Effective Altruism” Boston 

Review (July 1, 2015) , http://bostonreview.net/forum/logic-effective-altruism/angus-deaton- 

response-effective-altruism 

http://www.hudson.org/research/9260-philanthropy-s-war-on-
https://www.nytimes.com/2018/01/24/opinion/poverty-united-states.html
https://www.nytimes.com/2018/01/24/opinion/poverty-united-states.html
http://bostonreview.net/forum/logic-effective-altruism/angus-deaton-
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dissertation studies how the law governing philanthropic organizations as well as the work of 

foundation managers, attorneys, and business schools, amplified donor’s control over the 

disbursement of philanthropic wealth—a process that simultaneously eroded the power of the 

broader public to exercise influence over where and how those funds were allocated.24 In the Bay 

Area, the expansion of donor power produced a more inegalitarian nonprofit sector, one less 

responsive to the needs of the poor and more reflective of the interests of affluent givers. 

 
 

The Philanthropoid 

 

 

Olivier Zunz’s observation that scholarship too often fails to recognize that “philanthropy 

plays a big role in capitalism’s substantial reshuffling of its own resource […] precisely because 

it operates at the intersection of many institutions” informs this project’s broader view of 

philanthropy. Rather than study individual donors, this project studies the network of 

professionals that together manage wealth dedicated to charitable purposes. 25 They are the 

attorneys who draft wills and manage their clients’ charitable bequests, foundation officers who 

encourage donors to give and assess grant proposals, the trust departments of banks, the state and 

federal offices of the Attorney General who regulate philanthropic institutions, consultants, and 

 

24 Other scholars have argued that law has helped produce a more inegalitarian form of 

philanthropy in the twenty-first century, see Susan A. Ostrander, “The Growth of Donor Control: 

Revisiting the Social Relations of Philanthropy” Nonprofit and Voluntary Sector Quarterly 36, 

no. 2 (June 2007): 356-372; Aaron Horvath and Walter W. Powell, “Contributory or Disruptive: 

Do New Forms of Philanthropy Erode Democracy?” in Philanthropy in Democratic Societies: 

History, Institutions, Values ed. Rob Reich, Chiara Cordelli, and Lucy Bernholz (Chicago: 

University of Chicago Press, 2016); Rob Reich, Just Giving: Why Philanthropy is Failing 

Democracy and How it Can Do Better (Princeton: Princeton University Press, 2018) 
25 Olivier Zunz, “Why Is the History of Philanthropy Not a Part of American History?” in 

Philanthropy in Democratic Societies: History, Institutions, Values ed. Rob Reich, Lucy 

Bernholz, Chiara Cordelli (Chicago: University of Chicago Press, 2016), 
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the associations that represent, study, and lobby for tax-exempt philanthropic organizations. 

Together these figures mediated transfers of wealth from donors to recipients, sometimes directly 

as fiduciaries or indirectly as the creators of standards of giving, mentors to donors, or lobbyists 

for tax changes. A narrow focus on donors or foundation managers misses the critical function 

that a large number of professionals fulfill in maintaining organized philanthropy. 

The project uses the term “philanthropoid” to refer to the professionals and managers that 

oversaw the distribution of wealth dedicated for philanthropy. The term appeared as early as the 

1890s, principally to deride agents of reform rather than individuals associated with philanthropy 

in particular. At the 1892 National Prison Congress, Dr. Abraham Jacobi grumbled that 

“philanthropoid cranks” wished to reform corrective institutions in a manner that was more 

sentimental than hardheaded.26 In 1905, term appeared in England as well, referring those 

“whose panacea is to cure all the social ills of mankind” and who wished to conduct their 

“experiments” upon educational institutions.27 Frank Chester Peace, a veteran of the Philippine- 

American War and an organizer for the Industrial Workers of the World, also enlisted the term to 

scorn reformers whose allegiance was to their wealthy patrons. In 1913, Pease exclaimed that 

“we industrial unionists are in a position to create a conscious revolutionary structure free from 

the contaminating influence of the scourge of the ages—the philanthropoid. We can now steer 

clear of those transient disciplines, instigated by the ruling class, known as ‘reforms.’” Pease 

included philanthropoids as members of “institutions not founded in the spirit or for the purpose 

 

 

 

 

 

26 Rev. Edward A. Lawrence, “The National Prison Congress at Baltimore” The 

Congregationalist 77, no. 50 (December 15, 1892), 12. 
27 Frank J. Adkins, Tekel: A Study of Educational Problems of the Day (London: S. 

Sonnenschen & Co., 1905), 47. 
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[the Industrial Workers of the World] have outlined,” who offered tempting alliances that, in the 

end, yielded workers only “failure.”28 

By 1930, foundation managers repurposed the term to describe their field of work. In his 

1930 history of foundations and their present “place in American life,” Frederick T. Keppel, 

president of the Carnegie Foundation, described philanthropoids as “those who give away the 

money of others.”29 Edwin R. Embree, president of the Rosenwald Fund, also used the concept 

in a 1930 article for Harpers Monthly to describe the “professional intermediaries between the 

donor and the recipient.” He spoke, in particular, of foundation officers, whose “wisdom and 

resourcefulness” were the most critical determinant of a philanthropic foundation’s success. 

Embree contended that philanthropoids emerged to resolve the challenges faced by “a person 

possessed of funds immeasurably beyond his capacity to spend and enjoy,” to enact the “careful 

planning” required of “large-scale giving.”30 Dwight MacDonald also used the term in his 1955 

study of the Ford Foundation, describing philanthropoids as “the key figure in most of today’s 

great foundations, now that the original donors are safely dead.”31 In 1971, the journalist Joseph 

C. Goulden broadened the description of philanthropoids to include the attorneys who create 

foundations for their clients as well as foundation personnel.32 “The major requirement of a 

 
 

28 Frank Chester Peace, “The I.W.W. and Revolution” The Forum (August 1913), 153, 

159. See also, “Industrial Workers of the World Advocate Revolution” The Labor Digest 6, 

Issue 8  (Nov. 1913),  20. 
29 Frederick P. Keppel, The Foundation: Its Place in American Life (New York: 

Macmillan,1930), 58. 
30 Edwin R. Embree, “The Business of Giving Away Money” Harpers’ Monthly 

Magazine 161, no. 963 (August 1, 1930), 322-323. 
31 Dwight Macdonald, The Ford Foundation: The Men and the Millions (New York: 

Reynal, 1956), 95-96. 
32 Joseph C. Goulden, The Money Givers (New York: Random House, 1971), 182. For a 

study of attorneys and their relation to philanthropy, see Francie Ostrower, “The Role of 

Advisors to the Wealthy” in America’s Wealthy and the Future of Foundations ed. Teresa 

Odendhal (New York: The Foundation Center, 1987): 247-266. 
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philanthropoid is compatibility with the rich and near-rich,” Goulden explained. “Essentially, he 

is a member of a service industry, and one in which his primary loyalty is to him who gives the 

gift, not him who receives it.”33 

This project uses a broader sense of philanthropoid to encompass those who may not 

work as program officers, but who nevertheless manage or advise the distribution of 

philanthropic wealth. Expanding the term captures the full range of professionals whose work 

entailed the creation and maintenance of organized philanthropy, and who have previously been 

studied apart. Scholars have established that a large number of professionals make philanthropy 

possible, far beyond the small number of foundation officers. Peter Dobkin Hall and George E. 

Marcus, for example, argued that lawyers, trust managers, investment advisors, and other non- 

family fiduciaries provided critical services for preserving dynastic families, transforming the 

family’s privately held wealth into various intermediary organizations, including charitable trusts 

and other nonprofit corporations.34 In addition, the sociologist Brooke Harrington argues that 

trust and estate managers also changed the relationship between dynastic wealth and the state, 

not just between wealth and family. She claims that “architects of wealth” sheltered their clients 

fortunes from taxation through a litany of legal mechanisms, including the philanthropic 

foundation. In doing so, trust and estate managers contributed to socioeconomic inequality by 

hoarding wealth for affluent people, while granting the wealthy what Thorstein Veblen called an 

“industrial exemption” from work.35 

 

 

33 Joseph C. Goulden, The Money Givers (New York: Random House, 1971), 86. 
34 George E. Marcus and Peter Dobkin Hall. Lives in Trust: The Fortunes of Dynastic 

Families in Late Twentieth-century America (Boulder: Westview Press, 1992) 
35 Brooke Harrington, Capital Without Borders: Wealth Managers and the One Percent 

(Cambridge MA: Harvard University Press, 2016); “Trust and Estate Planning: The Emergence 

of a Profession and its Contribution to Socioeconomic Inequality,” Sociological Forum, 27, no. 
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In light of today’s growing number of foundations and social enterprises, this project also 

studies philanthropoids to evaluate whether they have—and ever could—affect any meaningful 

challenge to the largescale problems confronting the United States. In the last decade, 

foundations have taken it upon themselves to confront wealth and income inequality, as well as 

the political powerlessness of the masses of less fortunate citizens compared to affluent people— 

considerable challenges, even for the largest philanthropic organization. Following the Ford 

Foundation’s historic pledge to address income inequality in 2015, a number of foundations 

based in the Bay Area made similar commitments.36 In 2016, for example, the San Francisco 

Foundation declared its intent to address the Bay Area’s “widening inequality, increasing 

poverty, and declines in upward economic mobility.”37 In 2019, Don Howard, CEO of the San 

Francisco based James Irvine Foundation, explained that the foundation was dedicated to 

“[addressing] income inequality in [California] and [to ensuring] that low wage workers have the 

power to advance economically.”38 In 2020, the William and Flora Hewlett Foundation, based in 

Menlo Park, announced its multi-million-dollar commitment to “replace neoliberalism,” which 

 

 

 

 

 

 

 

4 (December, 2012), 826.; Thorstein Veblen, Theory of Leisure Class (New York: Macmillan, 

1899), 2. 

 

 

 
36 Darren Walker, “Towards a new gospel of wealth” The Ford Foundation (October 1, 

2015), https://www.fordfoundation.org/just-matters/just-matters/posts/toward-a-new-gospel-of- 

wealth/. 
37 Robert E. Friedman, “Why San Francisco’s Community Foundation Made Curbing 

Inequality Its Top Priority” The Chronicle of Philanthropy (June 15, 2016) 
38 Don Howard and Alan Olsen, “Don Howard, CEO Of The James Irvine Foundation” 

American Dreams Radio (December 31, 2019) 
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the foundation credited with contributing to “skyrocketing wealth inequality and the unfolding 

climate crisis.”39 

Yet the history of foundation suggests they confront significant internal and external 

challenges in any attempt to close gaps of economic and political power between the most 

fortunate Americans and the masses. In fact, the large share of historical scholarship more often 

identifies organized philanthropy with maintaining and even worsening those inequalities. 

Writing in 2003, the sociologist and political scientist Theda Skocpol contended that “Americans 

today live in a diminished democracy, in a much less participatory and more oligarchy managed 

civic world.” Throughout much of the 19th and early 20th century, Skocpol contends, Americans 

participated in cross-class, national civic associations as their primary vehicle for exercising 

political influence and building community ties. Starting in the 1960s, however, professionally 

managed nonprofit institutions, such as think tanks, political action committees, and foundations, 

displaced member based voluntary organizations, inaugurating an era in which professionals 

managed democratic life from above. Skocpol argues the 1960’s “civic transformation” reduced 

opportunities for mass democratic participation, while skewing national politics and public 

policy making towards the values and interests of the privileged.40 

Other scholars join Skocpol’s contention that foundations and other non-profit 

organizations diminish opportunities for mass democratic engagement, while shaping civil 

 

 

 

 

39 William and Flora Hewlett Foundation, “Hewlett Foundation announces new, five-year 

$50 million Economy and Society Initiative to support growing movement to replace 

neoliberalism” William and Flora Hewlett Foundation 
40 Theda Skocpol, “Voice and Inequality: The Transformation of American Civic 

Democracy” APSA Presidential Address 2 no. 1 (March 2004): 1-18. Diminished Democracy: 

From Membership to Management in American Civic Life (Norman: University of Oklahoma 

Press, 2003), 264. 
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society in ways that accord with the preferences of wealthy donors and trustees.41 However, a 

small number of scholars, while critical of organized philanthropy, nevertheless argue that 

foundations could foster political and economic equality. They focus, in particular, on foundation 

 

 
 

41 There is a considerable body of literature, inspired by Antoni Gramsci, that contends 

philanthropy functions as a hegemonic tool for the upper class. See for example: Philanthropy 

and Cultural Imperialism ed. Robert Arnove (Boston: G. K. Hall, 1980); Edward H. Berman, 

The Ideology of Philanthropy: The influence of the Carnegie, Ford, and Rockefeller Foundations 

on American Foreign Policy (Albany: State University of New York Press, 1983); James D. 

Anderson, The Education of Blacks in the South, 1860-1935 (Chapel Hill: University of North 

Carolina Press, 1988); Joel Roelofs, Foundations and Public Policy: The Mask of Pluralism 

(Albany: State University of New York Press, 2003); Inderjeet Parmar, Foundations and the 

American Century: The Ford, Carnegie, and Rockefeller Foundations in the Rise of American 

Power (New York: Columbia University Press, 2012); Behrooz Morvaridi, “Capitalist 

Philanthropy and Hegemonic Partnerships” Third World Quarterly 33 (2012): 1191-1210. 

For perhaps the most compelling criticism of the hegemonic understanding of 

philanthropy, see Judith Sealander, Foundation Philanthropy and the Reshaping of American 

Social Policy from the Progressive Era to the New Deal (Baltimore: John Hopkins University 

Press, 1997). In addition, see Eric Anderson and Alfred A. Moss Jr. Dangerous Donations: 

Northern Philanthropy and Southern Black Education, 1902-1930 (Columbia, MO.: University 

of Missouri Press, 1999); Tyrone McKinley Freeman, “Beyond Hegemony: Reappraising the 

history of philanthropy and African-American higher education in the nineteenth century” 

International Journal of Educational Advancement no.10 (December 2010): 148-165. 

Erica Kohl Arenas is sympathetic to criticisms that foundations worsen inequalities of 

economic and political power, but she argues that foundation program officers have not always 

been or are doomed to be tools of capitalist hegemony, see Erica Kohl-Arenas, "The Presentation 

of Self in Philanthropic Life: The Political Negotiations of the Foundation Program Officer" 

Antipode (January 6, 2017): 677-700; ---, The Self-Help Myth: How Philanthropy Fails to 

Alleviate Poverty (Berkeley: University of California Press, 2016) 

The degree to which philanthropy has exerted hegemonic influence over the social 

sciences has also been an ongoing debate. For studies of philanthropic hegemony and the social 

sciences in the early 20th century, see: Martin Bulmer "Support for Sociology in the 1920s: The 

Laura Spelman Rockefeller Memorial and the Beginnings of Modern, Large-Scale, Sociological 

Research in the University" The American Sociologist, 17 (1982): 185-192; Donald Fisher, "The 

Role of Philanthropic Foundations in the Reproduction and Production of Hegemony: 

Rockefeller Foundations and the Social Sciences" Sociology, 17, No. 2 (May 1983): 206-233. 

Starting in the 1950s, conservative donors, persuaded that foundations shaped the worldview of 

Americans by funding particular research, curriculum, and organizations, financed the creation 

of foundations, think tanks, and other nonprofit organizations to exert their own influence. On 

social sciences and the distinction between liberal and conservative philanthropy, see Alice 

O’Connor, Social Science for What? Philanthropy and the Social Question in a World Turned 

Rightside Up (New York: Russell Sage Foundation, 2007) 
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managers—those officers who assess grant proposals, perform evaluations of grants and 

beneficiaries, and who, in general, are closer than trustees to the people and non-profit 

organizations sponsored or supported by foundations. Erica Kohl-Arenas, for example, studied 

“foundation program officers who [aimed] to challenge structures of poverty and inequality” in 

California’s Central Valley. Kohl-Arenas found that board of directors, trustees, and many 

fellow program officers constrained their colleagues from pursuing agendas of social justice 

from roughly the 1930s to the present, but determined that some officers—often illicitly-- 

attempted to circumvent these constraints.42 Likewise, Ben Whitaker, writing in 1974, 

recognized that foundation officers often chaffed under the dictates of trustees. “[Foundation] 

trustees constitute a wholly unrepresentative influence, and one which supports the established 

traditions of the power élite,” which, much to the frustration of foundation officers, “militate 

against the very impetus for social change that foundations argue they exist to supply.”43 

Moreover, Anand Giridharadas, in an otherwise blistering account of contemporary 

philanthropy, acknowledges that a small number of individuals confronted trustees and donors in 

the pursuit of reducing inequalities in political and economic power. He argues that managers of 

philanthropic foundations—part of what he calls the “philanthropic complex”—are incapable of 

addressing problems of political or economic inequality so long as they defer to wealthy people 

and the elite institutions they fund. Foundation managers, Giridharadas charges, remain beholden 

to affluent donors, trustees, and corporations, who refuse to engage in any meaningful challenge 

to the economic arrangements that benefit them. In Giridharadas’s estimation, even Darren 
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43 Ben Whitaker, The Philanthropoids: Foundation and Society (New York: Morrow, 
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Walker, the head of the Ford Foundation and an outspoken critic of inequality, has little power to 

direct philanthropy towards “justice” because affluent donors and trustees have minimal material 

interest in supporting such a mission. Donors, moreover, are not accountable to philanthropoids, 

let alone the mass of democratic citizens that may perceive inequality as an urgent problem.44 

Kohl-Arenas, Whitaker, and Giridharadas recognize that foundation officers, however 

proximate to affluent people, may not share the worldview of donors, trustees, or boards of 

directors, and that institutional constraints prevent them from acting on any agenda that would be 

contrary to their superior’s wishes. The potential for disagreement between foundation managers 

on one side and trustees and boards of directors on the other resides in a class distinction 

between managers and the affluent people who fund and preside over philanthropic 

organizations. Philanthropoids more broadly are not members of the upper class, but are instead 

part of what Barbara and John Ehrenreich describe as the professional managerial class: “salaried 

mental workers who do not own the means of production and whose major function in the social 

division of labor may be described broadly as the reproduction of capitalist culture and capitalist 

class relations.”45 

The Ehrenreichs perceived that credentialed professionals occupied a contradictory class 

position, which helps explain the dilemma of philanthropoids as neither member of the upper nor 

working classes. “Members of the [professional managerial class], as the rationalizers and 

managers of capitalist enterprises… are thrown into direct conflict with capitalist greed, 

 

 
 

44 Anand Giridharadas, Winners Take All: The Elite Charade of Changing the World 

(New York: Alfred A. Knopf, 2018), 154-200. 
45 Barbara Ehrenreich and John Ehrenreich, “The Professional Managerial Class” Radical 

America 11, No. 2 (March-April 1977), 13. For a more recent study of the managerial class in 
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irrationality, and social irresponsibility.” At the same time, professional managers exist “as a 

mass grouping only by virtue of the exploitation and skills and culture once indigenous to the 

working class,” and “in daily life… the function of [the professional managerial class] is the 

direct or indirect management and manipulation of working-class life.” 46 Some foundation 

officers recognized the paradox of their position, noting the irony of challenging poverty, racism, 

environmental degradation, and other urgent problems with the wealth of those who may have 

been responsible for exacerbating them. “I have often mused over the irony that we in 

philanthropy attempted to improve society by using the affluence which has in many ways 

softened and corrupted it,” reflected Paul Ylvisaker, former director of the Ford Foundation.47 A 

later Ford Foundation director made a similar observation. In 2020, Darren Walker reported 

attending “dozens of conversations with many well-intentioned chief executives and generous 

philanthropists,” each alarmed by the profound loss of human life during the ongoing 

coronavirus pandemic, protests against police violence, and widening levels of economic 

inequality. “The irony is not lost on me: Many of those who are eagerly extending Zoom 

invitations are complicit in a system that desperately needs changing.”48 

In addition to offering a history of philanthropy in the San Francisco Bay Area then, this 

project studies the efforts of foundation managers who were often caught between their desire to 

resolve urgent problems and their allegiance to those who have contributed to those problems. 

Rather than indict foundations as agents of capitalist hegemony, the project helps identify some 
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of the factors that restrain managers—who are often well-intentioned and ambitious--from being 

anything more than the transactors of wealthy people’s wishes. In the end, the project raises 

serious doubts that foundation managers or the larger field of philanthropoids can be agents in 

fostering economic redistribution or promoting political democracy without political change. 

 

 

 
 

Outline 

 

 

The dissertation is arranged chronologically, beginning with the history of San 

Francisco’s elite and the creation of the city’s first foundations in the mid-twentieth century and 

closing with the rise of a new elite in Silicon Valley by the century’s end. The chapters advance 

two interrelated arguments: first, that philanthropoids were critical to the organization of 

philanthropy in Silicon Valley, responsible for creating models and traditions of giving that 

appealed to local elites, and second, that those models, along with other local and national 

factors, stripped foundation managers and philanthropoids of much higher purpose but the 

facilitation of wealthy people’s wishes. 

In the mid-twentieth century, a regional elite presided over organized philanthropy in the 

San Francisco Bay Area, which, owing to the elite’s historical development, directed its giving to 

local needs. German-Jewish capitalists oversaw the region’s philanthropic organizations, who 

traced their history back to the merchant princes of the California Gold Rush. Raised to consider 

themselves stewards of the region that provided their family fortunes, and in which their 

industries were still located, the elite focused much of its giving in the Bay Area. In the shadow 

of World War II, they helped create the region’s earliest staffed philanthropic foundations, which 
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in turn produced the first generation of foundation officers in the Bay Area. San Francisco 

philanthropy was close-knit, sparingly regulated, and, by the standards of foundations in the 

Northeast, possessed of fewer assets or grand ambitions, but the first generation of donors and 

foundations still furnished a critical source of support for social service organizations. 

Yet the San Francisco Bay Area, in just a few short decades, pioneered models of 

philanthropy that foundations adopted across the nation, and which elicited both controversy and 

praise as a departure from established practices of giving. In order to understand this surprising 

development, chapter two leaves the Bay Area and studies the national-level debates about the 

place of the foundation in a democracy. The second chapter argues that foundations attempted to 

justify their tax privileges and lack of public accountability by likening their function to venture 

capital, an argument that developed alongside the creation of the first venture capital firms in 

1946. In its outlines, the argument considered foundations as capable of investing in uncertain or 

controversial projects only because the foundation was not accountable to the public, consumers, 

or shareholders. To critics that alleged foundations were all-powerful, the proponents of venture 

philanthropy argued the process of philanthropy was often unpredictable, slow, and challenging 

to measure, let alone control. Foundations made a virtue of their ability to provide funding 

without total predictive power or control. 

While effective for meeting critics in the 1950s, including two congressional 

investigations between 1952 and 1954, the venture philanthropy argument lost much of its 

persuasive appeal among foundations during the late 1960s and 1970s. As chapter three argues, 

federal policies associated with the War on Poverty, including the channeling of federal funds 

into non-profit organizations, introduced new conditions of uncertainty about foundations’ 

mission. As the federal government took the lead in supporting research and human service 
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organizations, moreover, critics also charged foundations with timidity, of hoarding their wealth, 

and failing to serve the purpose for which they received privileged tax status. Amid growing 

criticism of foundations, the federal government passed the Tax Reform Act of 1969, which 

obligated foundations issue public reports on their activities, meet annual payout requirements, 

and institued other measures intended to make foundations accountable to the public. No longer 

could venture philanthropists so easily claim to sponsor risk-taking projects without the data to 

prove their grand claims. In this context, foundations discussed their need for methods of 

evaluation that could prove to the public that foundations deserved their tax-exempt status. 

Doing so, however, cut against one of the premises of venture philanthropy, which was that 

philanthropy was often inscrutable and resistant to formal measurement. 

In Silicon Valley, a foundation merged its longstanding valorization of risk-taking with 

the new demands for public accountability, producing a form of venture philanthropy that 

ironically reversed much of what once defined the concept—and shifted the obligation of 

proving philanthropy’s worth to philanthropoids and grant seekers. The conclusion of chapter 

three argues that Bill Somerville, head of the Silicon Valley based San Mateo Foundation, 

created the rudiments of a form of venture philanthropy that adopted methods of evaluation to 

identify funding opportunities and to ensure fund recipients met their stated goals. Between the 

1970s and 1980s, Somerville drew on investment practices from the local venture capital 

industry to ensure the foundation made wise funding choices, which included an expectation that 

fund seekers proved the value of their work in rigorous and systematic terms, while holding 

themselves to higher management standards. At the close of the 1980s, Somerville described his 

approach to organized giving as venture philanthropy, though in its implicit claim that funders 

could manage grant recipients towards pre-defined outcomes, it diverged from earlier uses of the 
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term. Somerville’s concept of venture philanthropy imagined the donor-grantee relationship as 

akin to a contract, which foundations ensured the grantee would carry out in pre-defined terms. 

The conceptualization of organized philanthropy as contract gained further currency in a 

bitter trial that occurred alongside Somerville’s development of venture philanthropy. As 

discussed in chapter four, the San Francisco Foundation petitioned to modify the geographic 

restrictions of a trust in 1986 that ballooned far in excess of its initial value, and which the trustor 

had dedicated to Marin County, the wealthiest county in the Bay Area. The San Francisco 

Foundation argued that philanthropy entailed a responsibility to the public and to standards of 

efficiency, which justified amending the trust so that the foundation could give to areas in greater 

need. Marin County, however, waged a successful defense, which argued that the trust was 

private property, and that the law obligated the foundation to follow the strict dictates of the 

donor’s original wishes. The litigation crushed a potential precedent for allowing foundation 

managers to challenge the wishes of donors in the interest of serving a wider public, while 

cementing the notion that charitable trusts were little more than a nexus of contracts in which 

fiduciaries obeyed the wishes of donors. 

In Silicon Valley, moreover, several factors further compelled foundation managers to 

narrow their ability to fulfilling the wishes of donors. Chapter five argues that, despite Silicon 

Valley’s great wealth, the high-tech region was reluctant to give because the wealthy had no 

affinity for existing models of philanthropy. While nonprofit organizations and journalists 

attributed “Stingy Valley’s” lack of giving between the 1980s and 1990s to moral failings, the 

socio-demographic and industrial character of Silicon Valley made its fortunate denizens less 

receptive to traditional practices of giving. Scolding the cyber-rich for their apparent greed did 

not lead to higher levels of philanthropy, however much nonprofit organizations would have 
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liked to receive more funding. By the opening of the 1990s, Silicon Valley’s rival community 

foundations argued that new forms of philanthropy were necessary to meet the preferences of the 

cyber-rich—in particular, they claimed, donors needed more control and oversight of the 

philanthropic process. 

In the last decade of the twentieth century, Silicon Valley’s community foundations, the 

Stanford Graduate School of Business, and affluent entrepreneurs, expanded donor’s ability to 

set conditions on their gifts, which facilitated the growth of endowments and assets to 

unprecedented sums but had multiple and often unexpected consequences. Chapter six argues 

that by expanding donor control over philanthropic funds, foundation managers sacrificed their 

ability to advise clients on how they should give away wealth and embraced instead a less 

ambitious function as managers who ensured that donors received the maximal “return” from 

their giving. The potential of philanthropoids to debate the justice of philanthropy—to challenge, 

as the San Francisco Foundation had done, the wisdom of donors when they ran contrary to the 

philanthropoid’s sense of what was morally right—was diminished in the process of managers 

becoming servants to affluent givers. The culmination of the process of expanding donor control 

not only constrained the potential of philanthropoids, but sacrificed whatever measure of public 

accountability Congress had attempted to impose upon donors for the sake of accumulating 

larger pools of assets and endowments. 

The epilogue surveys the recent history of philanthropy in Silicon Valley, arguing that 

donors have continued to accumulate power over the distribution of wealth dedicated to 

philanthropic purposes. 
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Chapter 1: San Francisco Aristocracy 

 
In the first half of the twentieth century, San Francisco developed its first staffed 

foundations, overseen by a philanthropic elite that expressed firm commitments to local giving. 

San Francisco families, often Jewish-American scions of multi-generational business fortunes, 

were central figures in the dispensation of philanthropic wealth, as individual donors, within 

networks of Jewish charity, and via non-sectarian projects, such as the Community Chest. Their 

families’ quest to assimilate into San Francisco’s elite life as well as their keen sense of 

obligation to the region, framed their culture of giving. By the 1930s and 1940s, the old wealth 

of San Francisco and their heirs began to construct an infrastructure for philanthropic giving 

centered on the foundation model, incentivized by growing levels of social need and by tax 

policies. The Rosenberg Foundation and Columbia foundations continued traditions of family 

giving through a different vehicle. The foundation model provided greater discretionary power to 

non-donor managers to oversee wealth dedicated to philanthropic purposes, which began to shift 

the familial quality of philanthropy in a new direction. The San Francisco Foundation, a 

community foundation created in 1948, represents a culmination of those trends, relying on webs 

of non-donor professionals while diminishing the singular authority of family donors. The 

community foundation was not a total break from the past, however, as philanthropoids still 

hewed to the wishes of their patrons, and the old San Francisco families still retained a 

prominent place within local foundations. 

 
 

Merchant Princes 
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Many donors resided within the San Francisco Bay Area, but a small number of Jewish 

families exerted considerable influence over the region’s organized philanthropy. By and large 

they inherited their wealth and status, the scions of estates first built in San Francisco’s earliest 

days as an American city. Their forebears were often immigrants from the Franconia region in 

the Kingdom of Bavaria, arriving in the United States to escape anti-Semitic restrictions 

following the aftermath of the 1848 revolutions, and to seek fortunes in the California Gold 

Rush.49 Those German Jewish immigrants did not aspire to save money and return to Europe, 

however, but instead gambled their future on the prospect of San Francisco becoming a city of 

great commerce--a bet that paid off. The historian Peter R. Decker argues that the 

“extraordinarily high rate of persistence” of German Jews in boomtown San )Francisco attests to 

“a relatively high degree of satisfaction with their financial and occupational advances.”50 Often 

starting in the city as specialists in “clothes, dry goods, tobacco, and general merchandise,” the 

immigrant generation rose from the ranks of “petty merchants into wholesaling and associated 

manufacturing activities” in rates that surpassed other ethnic groups.51 German-Jewish families 

were such an integral part of the city’s economic life that by 1858 the municipal government 

postponed one of San Francisco’s most anticipated celebrations because it fell on Yom Kippur.52 

By the late 19th century, successful Jewish merchants were part of the regional elite. In a 

context of growing economic inequalities and labor discord, wealthy San Franciscans became 
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more “self-consciously exclusive as they gathered themselves into social clubs, residential 

neighborhoods, churches and synagogues.” They became the region’s “merchant princes,” 

residing in “flamboyant Queen Anne residences” on the “most fashionable streets,” sending their 

children to prestigious finishing schools and partaking of the city’s high culture.53 San 

Francisco’s first Elite Directory, published in 1879, illustrates the status of the Jewish upper 

class. The directory was partitioned into two lists, the Christian “Calling and Address List” and 

the “Jewish List,” though there were indications of fluidity between the two. Levi Strauss, for 

example, appeared on the Christian List. The San Francisco Blue Book, another social register 

published that year, also listed the names of Jewish families that would go on to become central 

to the organization of Bay Area philanthropy, namely the Haases, Koshlands, Sterns, and 

Zellerbachs. By 1888, the Blue Book wove the names of the Jewish elite within the same lists of 

their Christian counterparts.54 

The early Jewish elite established the legacy of philanthropic giving that later generations 

would follow. While wide-ranging in their munificence--Mary Watson deemed them “the most 

charitable group in the city” in 1887--many of their contributions went towards supplying 

services that were absent in San Francisco. For example, August Helbing of Munich, who co- 

founded the drygoods company, Meyer, Helbing, Strauss & Co., created the Eureka Benevolent 

Association in 1850.55 It was the second Jewish charity created in San Francisco, though it 

would become one of the largest and served non-Jews as well. Adolph Sutro, who was born in 
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Prussia in 1830 but would make his fortune at the Comstock Lode, was another “public 

benefactor.” After relaying his fortune into San Francisco real estate--becoming one of the city’s 

largest property owners --Sutro ceded land to create a public park and baths along the coastline, a 

notable act of beneficence in a city of wild economic swings, that had invested little in 

recreational facilities. 56 So too were Jewish businessmen involved in the creation of medical and 

social service organizations. Frederick Levy Castle, who oversaw a dried fruits packaging and 

exporting company, helped establish Mount Zion Hospital in 1887, “the first Jewish hospital in 

the West.”57 Like the Eureka Benevolent Society, it too served non-Jewish patients. Jewish San 

Franciscans also contributed to the region’s earliest arts and cultural institutions. “Were it not for 

the large Jewish patronage,” the San Francisco Daily Examiner reported in 1887, “we should 

seldom see a first-class tragedy of famous opera rendered in our Thespian temples.”58 

Why the elite Jewish families engaged in numerous acts of giving is not an easy question 

to answer, but perhaps the way in which they acquired their fortunes led them to recognize both 

the city’s unique promise and their obligation to steward it. In the mid-19th century, San 

Francisco allowed young Jewish men fleeing political instability and anti-semitism in Europe to 

reinvent themselves as affluent businessmen. The city was one of polyglot newcomers, a place 

where the diversity and transience of the population leveled social difference among some, 

though not all, ethnic groups. Despite anti-semitic restrictions on their access to credit, Jewish 

men could still elude barriers into the capitalist class that they confronted elsewhere, including 

Bavaria. San Francisco’s assimilative quality figures prominently in the imagination of old 

 

 
 

56 Rosenbaum, Cosmopolitans, 45. 
57 Fred Rosenbaum, Cosmopolitans, 50. 
58 Quoted in Leon A. Harris, Merchant Princes: An Intimate History of Jewish Families 

who Built Great Department Stores (New York: Harper & Row, 1979), 254. 



33 
 

Jewish families, who continue to describe San Francisco as a place where “you could come . . . 

with no identity and re-create yourself. This was a community in which you could assimilate.” 

While Chinese and African-American residents rarely experienced this San Francisco, the city 

provided an opening for Jewish philanthropy to flourish. As Pamela David, executive director of 

the Walter & Elise Haas Fund, notes “even compared to New York, the importance of Jewish 

philanthropists here cannot be overstated. The wide openness of San Francisco allowed Jews to 

participate.”59 

The picture of San Francisco as a city of assimilation, however, overlooks the formidable 

lines of class and ethnic division that framed elite Jewish life in the 19th century and later. San 

Francisco was a diverse, global city from the start, but its heterogeneity proved to be a source of 

great tension as the elite accumulated more wealth. In the 1870s, for example, white workers 

began to demonize the Chinese in California as the cause of their low wages and poor working 

conditions. So too did those wage-earners castigate the large corporations that hired Chinese 

laborers. Proprietors of independent businesses, such as the Jewish “merchant princes,” 

attempted to navigate these tensions in ways that would not endanger their wealth or status. Levi 

Strauss, for example, took the side of the agitated workers, advertising that its products were 

made with “white labor only.” The Knights of Labor acknowledged that Levi Strauss was one of 

the few manufacturers that still employed “white labor to any extent.”60 Julius Kahn, a German- 

Jewish resident of San Francisco and a California Congressman, also drafted the first major law 
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restricting Chinese immigration into the United States. The so-called “Kahn Act” would be 

enacted as the Alien Exclusion Act in 1882. 

Likewise, the arrival of Eastern European Jewish people proved to be another obstacle to 

assimilation that the established families confronted with their self-preservation in mind. In 

particular, they worried that East European Jewish immigrants were “riff-raff,” whose penchant 

for speaking Yiddish, relative poverty, and their conspicuous concentration in ghetto 

neighborhoods would spur a negative impression of all Jewish people. Jacob Voorsanger, the 

rabbi of San Francisco’s Temple Emanu-El, warned of “an invasion from the East that threatens 

to undo the work of two generations of American Jews.” By 1891, “local Jewish leaders” 

proposed raising $1,000,000 to relocate new immigrants to farms in Baja California. Some 

contemporaries denounced ‘“rich Jews’ for being ‘the first to kick at their own kith, kin, and 

kind.’” The historian Fred Rosenbaum finds that antipathy to Eastern European Jews originated 

in large part from “the Bavarian elite at Emanu-El,” though the Prussian Poles also attempted to 

contain the threat posed by the new arrivals. Assimilation was an aspiration of the Jewish elite, 

but it was a goal achieved through difficult and sometimes reprehensible choices. 

Institutions of German-Jewish life in San Francisco also attest to the high premium that 

the first generations placed on assimilation into American culture. The elite, in particular, were 

not especially observant, but they helped finance Temple Emanu-El, which by the 1860s became 

a Reform temple renowned for its changes to religious practice. Rabbi Elkan Cohn, for example, 

replaced the shofar with a cornet and hired a Catholic opera singer for High Holiday services in 

1863.61 In their day-to-day lives, moreover, some elite Jewish families adapted Anglo-American 

cultural customs that they saw as having little conflict with their Jewish heritage. A descendent 
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of the Haas family, for example, recalled that they “celebrated Christmas and Easter rather than 

Channukah and Pesach because these were the holidays of the culture they lived in.” The Haas- 

Lilienthal household, moreover, was well-known for displaying a massive Christmas tree in its 

Queen Anne Victorian each year.62 

The value of subduing ethnic and religious particularism for the benefit of the larger 

community, of aspiring towards integration rather than atomization based on narrower claims of 

distinction, would be one of the continual aspirations of Jewish philanthropy in the San 

Francisco Bay Area. The family sagas of a mythical San Francisco in which Jewish immigrants, 

cash strapped but ambitious, were welcomed into the city’s economic, political, and cultural life 

bear some truth; there were, in fact, a noteworthy number of Jewish men and women in the San 

Francisco elite. But the project of assimilation desired by German-Jews in particular was not so 

easy to obtain, and would remain a guiding aspiration of their giving into the 20th century. 

By the early twentieth century, their descendants composed a regional elite, bound 

together by wealth and marriage. They were clannish and conspicuous in their consumption, 

residing in lavish abodes within the narrow confines of San Francisco’s Van Ness Avenue, 

Franklin Street, and the cross streets between Post and Pacific Avenue.63 Few homes were as 

resplendent as the “Petit Trianon,” which the Koshland family modeled after one of Louis XVI’s 

chateaux in Versailles. It boasted a colonnade façade, twenty-six rooms, a marble atrium, and a 
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basement concert hall.64 The affluent Jewish families also forged a complex array of 

intermarriages. “By World War I, the historian Fred Rosenbaum remarks, “the city’s Jewish 

aristocracy had become so inbred it almost resembled the royalty of Europe.”65 Daniel E. 

Koshland, for instance, married his first cousin Eleanor Haas in 1918, forming a union between 

two of the more preeminent families in the region. Koshland then went to work alongside the 

President of the Levi Strauss Company, his brother-in-law and cousin, Walter A. Haas in 1922.66 

In 1914, Walter had married into the Strauss legacy through his wife, Elise Stern. 

In addition to making numerous individual donations to San Francisco causes, the 

extended Koshland-Haas-Stern families cast a long shadow over organized philanthropy in the 

Bay Area. Both Daniel Koshland and Walter A. Haas were sponsors and directors of the San 

Francisco Community Chest in the 1920s, which later became the United Bay Area Crusade.67 

Both, moreover, served as presidents of the San Francisco Jewish Welfare Federation and steered 

the Levi Strauss Company to adopt philanthropic practices, forming the Levi Strauss Foundation 

in 1952. They and their relatives, moreover, were prominent in the formation of San Francisco 

based foundations. Madeleine Haas Russell and her brother, William Haas, established the 

Columbia Foundation in 1940; Daniel Koshland helped found the San Francisco Foundation in 

1948, the city’s first community foundation; Rhoda Haas Goldman, the daughter of Walter Haas 

and Elise Stern, started the Richard and Rhoda Goldman Fund alongside her husband in 1951; 

 

 
 

64 Patrick McGrew,. "Koshland House." National Parks Service - National Register of 

Historic Places. January 5, 1984 ,https://npgallery.nps.gov/GetAsset/5a49376d-1f57-4874-8f5a- 

eebbb717b43c 
65 Fred Rosenbaum, Cosmopolitans, 56 
66 Fred Rosenbaum, Cosmopolitans, 246. 
67 Walter A. Haas Sr., Civic, Philanthropic and Business Leadership, interview 

conducted by Harriet Nathan, The Regional Oral History Office, the Bancroft Library, the 

University of California Berkeley (1975), 92, 95. 



37  

and Walter Haas Jr. established the Evelyn and Walter Haas Jr. Fund with his wife in 1952. As 

the historian Fred Rosenbaum notes, is perhaps no surprise that Rhoda Goldman, Koshland’s 

niece, described herself as “having been ‘bred’ for benevolence.”68 

The old Jewish families in the 20th century demonstrated a deep sense of place and an 

obligation to return their wealth to the region that made their good fortune possible. San 

Francisco’s and, to a lesser extent, Oakland’s old Jewish families rejected Jewish nationalism, 

reflecting in part a desire to protect their status as assimilated and patrician Americans. During 

and soon after World War II, “the old German Jewish families joined with their rabbi in 

vigorously opposing the creation of a Jewish state.”69 They instead pledged their loyalty to San 

Francisco, an allegiance forged through their families’ history in the region that had remade them 

into an elite. Even if some did come to embrace the idea of a state for Jewish people, they still 

expressed a deep allegiance to the city that continued to sustain them. “In our family we’ve 

always felt that we owe something to society,” William Haas Sr. recalled, “This county, this city 

has been very good to us.” 70 

Likewise, Jewish businessmen on the other side of the San Francisco Bay developed a 

preference for local giving that was born out of their work in the city of Oakland. The most noted 

among them were department store magnates, who, like the Jewish merchants of San Francisco, 

created businesses that they hoped would flourish alongside the regional economy. Though they 

were only two to three percent of the city’s population, Jewish families owned most of 

downtown Oakland’s department stores.71 The sons of Israel Kahn, who immigrated to the 
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United States from Germany in 1877, opened the largest department store in the East Bay in 

1913, near Oakland’s city hall.72 In 1929, the family established the Kahn Foundation, which 

focused its giving to the East Bay. Robert Kahn, heir to the family fortune, explained that the 

foundation’s place specific giving: “We made a living in Oakland—we felt an obligation to the 

city of Oakland.”73 In 1929, Albert S. Lavenson, also a successful department store businessman 

and brother-in-law to the Kahn family, established the first community foundation in the Bay 

Area, the Alameda County Community Foundation.74 

 

The Rosenberg and Columbia Foundations 

 

 

Few foundations existed in the San Francisco Bay Area prior to World War II. The oldest 

was the Mary A. Crocker Trust, a family foundation created with railroad and banking wealth in 

1889, followed by the Miranda Lux Foundation in 1908.75 The New York firm Raymond Rich 

Associates published a record of “Foundations and their Fields” in 1947, which listed just three 

foundations in San Francisco. The publication was incomplete, however, as it relied on self- 

reporting by the nation’s foundations, more than half of which made no effort to publicize their 
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existence.76 There were in fact few foundations that left any historical record in the Bay Area 

prior to 1947. Most of those that were unrecorded were family foundations or served a narrow 

purpose without any staff. As Ruth Chance, executive director of the Rosenberg Foundation 

recalled, “in the ’30s and even ‘40s, a foundation with an open office and a staff person was a 

rarity in California.”77 

If family control and anonymity were the characteristic feature of Bay Area foundations, 

two of those named in the 1947 directory began to move in different directions: The Rosenberg 

and Columbia foundations. The Rosenberg Foundation was initially more akin to a family 

foundation, but it shed its familial connection and became the region’s first staffed foundation. 

Max Rosenberg was co-founder Rosenberg Bros. & Co., “the largest dried fruit house in the 

world.” After his death in 1931, the trustees of his estate followed his will and created a 

foundation in his name endowed with Rosenberg Bros. & Co. stock in 1935. The foundation 

employed “the first foundation program officer west of the Rockies,” Leslie Ganyard, and was 

unusual in that two of its four trustees were women.78 Max Rosenberg’s cousin, Emilie 

Oppenheimer, served as president until her death in 1940. “From that point on,” as Ruth Chance, 

the foundation’s former executive director, explained, “control of the Foundation was in the 

hands of trustees who were neither relatives of the donor nor connected to his business.”79 In 
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1974, Ruth Chance described the absence of family control as a hallmark of good foundation 

practice, enabling the organization to become more flexible and adventurous.80 

The absence of family control over the foundation allowed the Rosenberg Foundation to 

frame its giving as “pioneering,” to engage in funding that was more contentious than what 

might have otherwise been permitted by trustees. At an early point, the foundation decided to 

fund projects in rural California, including work with migrant laborers in the late 1930s. The 

foundation’s interest in agricultural laborers acknowledged that “the Foundation’s funds 

originally came from the rural areas of California [and] it is back to these sections where many 

… of the Foundation’s grants flow.”81 By the 1950s, the Rosenberg’s philanthropoids adopted 

the position that foundations ought to take risks and pursue what the government and private 

business could or would not, an early version of “venture philanthropy.” 82In a 1958 outside 

evaluation of the foundation’s grants between 1946 and 1955—the first of its kind—the 

evaluator, Mabel L. Ellsworth of the Ford Foundation, concluded that “the Rosenberg 

Foundation has primarily embraced the preventive, ‘venture capital’ concept of function to 

pioneer projects of an experimental nature which were not yet a community responsibility.” 

 
 

“’Venture capital,’” the report continued, “means taking calculated risks,” such as 

“[supporting] new experiments and special projects which often have little 
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emotional appeal to the general giving public and about which there is a question 

as to whether the state, county, or city would provide public funds.” But it also 

entailed “making mistakes,” the result of “pioneering and innovations.”83 

 

While organized philanthropy long drew from business practices, the Rosenberg 

Foundations’s use of venture capital to describe its giving implied that foundations were better 

able to resolve social problems “because of their position apart from business and government, 

are able to support unpopular or controversial activities.”84 The evaluator’s report concluded that 

the foundation’s greatest asset was that it could “support exploratory ventures which individuals 

in other types of organizations may dream of but not be able to undertake.”“ “The Directors 

support the ‘venture capital’ principle of foundation policy,’ Roy Sorenson, the foundation 

president wrote in 1957, and thus funded “programs with little chance for initial support 

elsewhere.”85 

In practice, Rosenberg funded demonstrations and experimental projects that the 

foundation hoped would become self-sufficient or picked up by government. Between 1947 and 

1955, Rosenberg dedicated 48.7% of its grants to demonstration projects alone, amounting to 

$642,328.10.86 To be sure, Rosenberg’s practice of seeding projects with the aim of having other 
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public or private agencies continue them was by no means original. The foundation even likened 

its 1937 work in fighting “valley fever,” an infectious disease caused by coccidioides prevalent 

in the San Joaquin Valley, to the Rockefeller Foundation’s earlier efforts to eradicate hookworm 

in the American South. In both cases, the foundation cooperated with other organizations to treat 

a disease that debilitated laborers and thus reduced their income. In addition, Rosenberg and 

Rockefeller ceded their support to government. During World War II, the Army—which 

stationed bases in the San Joaquin Valley—began to assume responsibility for funding research 

in valley fever.87 

By contrast, the Columbia Foundation was more akin to a family-led foundation, created 

by the then young siblings, Madeleine and William Haas, as well as their uncle, Samuel 

Lilienthal, and their attorney, John Altman. Altman, who handled “the young heirs’ finances” 

and was its “brainchild,” was also married to a Haas cousin.88 Like some other members of San 

Francisco’s old Jewish families, the Haas siblings could trace their ancestry back to Levi Strauss 

and the city’s boomtown days. In contrast to the Rosenberg foundation, the Columbia chose to 

remain almost invisible. Marjorie Elkus, the foundation’s secretary, explained that the family 

named the foundation Columbia because it was “anonymous,” “a name that really nobody will 

be able to trace back.”89 In addition, Elkus provided applicants with “as brief an outline as I 

could.” In an effort to keep the origins of the money concealed, moreover, the foundation turned 

down applications that “had any link at all to anything the family knew about … because they 
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didn’t want their friends to know they were connected with the foundation.” As Elkus explained, 

“San Francisco is a very, very tightly knit little family, this little city, and everybody knows 

everybody.”90 

Columbia’s privileging of family represented a different logic of giving than 

Rosenberg’s, which had, at least in part, sought to give back to the areas from which the 

foundation’s money derived. Rosenberg expended funds outside the traditional confines of the 

San Francisco Bay Area, because it recognized an intimate connection between the foundation, 

headquartered in downtown San Francisco, and the out-of-sight agricultural fields of California. 

Columbia, by contrast, eschewed that connection, funding causes where the identities of the 

donors would not be recognized by beneficiaries. At first, Columbia dedicated a larger share of 

its giving to San Francisco, but then shifted to an international focus during and after World War 

II. That change reflected an acknowledgement that peace between nations was of the utmost 

importance, a reality that persisted during the Cold War. But it also fit within the preferences of 

Columbia, which had eschewed causes that were close to the family and even the city. 

However different, both foundations also shared essential similarities and reflected the 

interconnectedness of San Francisco philanthropy. Marjorie Elkus, who in effect served as the 

first executive director of Columbia, spent considerable time discussing grants and funding 

decisions with her counterpart at Rosenberg, Leslie Ganyard. “Oh, we swapped information all 

the time, all the time” Elkus said in 1971. “If I had a question about a certain character who had 

come in, she’d say, ‘Lay off. Just take your hands off of it.’ [Laughs] And I’d do the same for 
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her.”91 In addition, Elkus’ father, Charlie Elkus, wrote the will that established the Rosenberg 

Foundation and served as its chairman. Marjorie Elkus speculated that it was her father’s interest 

in childhood that contributed to Rosenberg’s eventual focus on children.92 

Moreover, prior to America’s entry into World War II, both the Rosenberg and Columbia 

foundations directed the majority of their grants to educational and health related organizations 

in the San Francisco Bay Area. The Rosenberg foundation distributed $305,061.00 of which 

32.9% went to education and 20.4% went to health organizations and research.93 Columbia, 

which had just over a year of grant activity before America entered the war, distributed 

$170,667.00 in total, of which 49% went to education and 13.7% went to health.94 Both 

foundations dedicated the majority of their educational grants--in the case of Columbia, all of 

them--to higher education, in particular University of California institutions and Stanford. 

Rosenberg, however, also funded a more diverse array of secondary educational institutions, 

including public schools in the rural San Joaquin Valley and a kindergarten in San Francisco’s 

Chinatown, and provided funding for the California Department of Education. 
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World War II shifted the priorities of the Rosenberg and Columbia foundations, which 

turned to greater funding of programs on integration and race relations. The Bay Area’s already 

heterogeneous population grew during the war as Americans sought work in the region’s defense 

related industries. The population of black people in the Bay Area grew from 19,759 in 1940 to 

64,680 in 1945.95 Smaller cities, such as Richmond, site of one of the most important shipyards, 

experienced a thousand percent increase in the number of black residents.96 As California 

incorporated new residents, however, it also displaced others. Beginning in 1942, the U.S. 

government interned over 110,000 Japanese-Americans from the West Coast in concentration 

camps, gutting once vibrant neighborhoods.97 Black newcomers, confronting restrictive 

covenants that barred their access to real estate elsewhere, settled in the homes vacated by 

Japanese-Americans.98 

Concerned by the U.S. government’s treatment of Japanese-Americans and worried that 

black arrivals were not well integrated into Bay Area society, both Rosenberg and Columbia 

turned to projects of race relations and inter-group dialog. Reflecting on the consequences of the 

war, Rosenberg’s annual report for the years of 1937 to 1947 underlined how California’s 

population had grown, as “agricultural laborers from the Southwest,” “Jewish refugees,” and 

“Negro-Americans” settled in the state. “Against such a background,” Rosenberg concluded, 

“the need for understanding within and between different groups soon attracted the 
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sympathetic . . . interest of the Rosenberg Foundation.”99 The foundations’ focus on intergroup 

relations was part of a larger commitment by liberal American Jewish organizations in the post- 

war period, which attempted to create dialog across lines of denomination and race by appealing 

to “universal ideals of freedom, equality, and justice.”100 Rosenberg’s emphasis on cultivating 

group understanding also reflected theories of race relations, which interpreted racism as 

stemming from a lack of personal empathy. Foundation grants thus aimed at encouraging white 

people to treat other races with more respect, while fostering respectable talents among people of 

color. However well intentioned, the race relations paradigm blinded foundations to underlying 

economic and political factors that fostered and were supported by racism. It led them to support 

programs of education and self-help which, while no doubt making an appreciable difference in 

some lives, could only place small bandages on the problem of racism.101 

Before the war closed, the Rosenberg and Columbia foundations engaged in projects of 

“inter-cultural understanding,” such as their work with Japanese-Americans. In 1942, Columbia 

provided $4,775.00 to the National Japanese American Student Relocation Council (NJASR), 

which resettled promising internees in college and universities outside the West Coast. The 

NJASR expected the students to be “goodwill ambassadors,” models of success who would 

create a positive impression among their peers.102 Two years later, the foundation more than 

doubled its initial grant to the NJASR, which it hoped would lead “to an amplified program of 
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family placement.”103 In 1943, Columbia granted $29,017 to UC Berkeley for a study of the 

internment camps with the expectation that other foundations would also contribute, which 

resulted in a published study in 1946.104 

The Rosenberg foundation also dedicated funds to aiding Japanese-Americans, but only 

after the war closed. In its first annual report, surveying the years of 1937 to 1946, Rosenberg 

placed its work with Japanese-Americans under “inter-group understanding,” a category that also 

included the foundation’s work with Jewish emigres and Mexican-American migrant workers.105 

In its 1946 report, Rosenberg emphasized the precarious position of defending Japanese- 

Americans in any capacity. “In 1945,” the foundation explained, “it is unlikely that any state or 

chest agency could have faced the public opinion it thought would arise through sponsorship of a 

Japanese American association.” Nonetheless, “numerous Caucasian leaders indicated to the 

Foundation that the Japanese Americans needed encouragement to rebuild their own 

organization in order to reintegrate their people into California life.”106 To such an end, 
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Rosenberg allocated $2,000 to the Committee on American Principles and Fair Play, $6,000 to 

the Japanese American Citizens League, and $1,500 to the Japanese American Student Fund in 

1945.107 

Both foundations also increased their grants to organizations that endeavored to mitigate 

conflict between people of different races and nationalities during and soon after the war. 

Columbia pledged $5,000 to the Bureau for Intercultural Education in 1943 and $36,320 to the 

Council for Civic Unity in 1944, a multi-ethnic civil rights organization created to stem the 

“disease of racial incitement” that threatened war production; its organizers no doubt wished to 

avert another instance of the 1943 Detroit riot or the 1943 Zoot Suit Riots in Los Angeles.108 In 

1945, Columbia also dedicated $30,000 to the American Council on Race Relations and in 1946 

it pledged $15,000 to San Diego public schools to develop an “intercultural education program.” 

Rosenberg expended almost $100,000 in “intergroup education and programs” between 1939 and 

1946, which included $21,000 to the San Francisco Conference on Christians and Jews, $22,240 

to the Council for Civic Unity, and $5,000 to the American Council on Race Relations.109 

The Rosenberg Foundation also attended to problems caused by World War II in 

Richmond. The leaps in population associated with defense industries, paired with the winding 

down of defense related work after the war, posed a difficult challenge for the Bay Area. The 

city of Richmond, north of Berkeley and the site of major shipyards, experienced a dramatic 

population increase, one employers and human service organizations could not sustain after the 

war. In 1941, Richmond had 23,000 people, “of which less than five per cent were black,” 
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recounted Edwin P. Stephenson, who worked for the American Friends Service Committee; 

“three years later, that city was a city of 108,000, of which seventeen [percent] were black.” 

Stephenson likened Richmond to a “transplanted southern city,” one that had drawn both poor 

black and white residents from the South. After the war Richmond became “an exceedingly 

depressed community.”110 

In part, the poor state of Richmond was testament to the federal and state government’s 

reluctance to engage in expansive welfare programs after the war. Stephenson, better known as 

“Red,” believed that “the problems of the City of Richmond really should have been dealt with 

by our national government because it was a national crisis that had caused the problems.”111 He 

noted as well that even if black residents had wanted to leave Richmond, they confronted “real 

estate people [who] wouldn’t show [homes] to blacks.”112 But the government left Richmond to 

resolve its problems through its own tax base and whatever nonprofit services it could muster. 

When Stephenson arrived in 1948, the Red Cross, YMCA, and “many of the usual social 

agencies” worked in Richmond, but “their fortunes were down” and they were unable to cope 

with Richmond’s demands for aid. With initial funding from the American Friends Service 

Committee, Stephenson launched a project that the Rosenberg foundation would continue to 

support from 1950 to 1962. Stephenson established Neighborhood House in 1952 with the intent 

of encouraging self-help in Richmond.113 The project’s origins was emblematic of how Quakers 
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were able to draw funds from Jewish philanthropists to address problems they saw on the 

ground. As Red explained, 

 
 

“You’d be amazed at the number of Jews, who are very strong in 

giving to Jewish organizations, who will turn around and give 

money to the Quakers on the basis that they want to be of help to 

non-Jews; that there’s an obligation at that level as well, as they’ll 

toss it to the Quakers.”114 

 

Neighborhood House shared affinities with other post-war Rosenberg projects in which 

the foundation cooperated with Quakers, emphasizing the ideal of community participation and 

self-help. Josephine Duveneck, who also served as a American Friends Service Committee 

program officer, was the first to note that Richmond’s poverty and crime needed attention. 

Quakers had worked in similar settings, such as coal mining districts during the Depression and 

had encouraged revitalization by enlisting residents to build a town with their own labor.115 

While such an idea had been proposed for Richmond, it lacked funding. Instead, Stephenson 

enlisted Richmond residents in less dramatic attempts to solve neighborhood problems. He 

organized residents to host and chaperone dances, for example, as a way to reduce youth crime. 
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Noting deficiencies in the schools in black neighborhoods, Stephenson instructed teachers on 

pedagogical methods and enlisted the community in creating and staffing a study hall.116 

The Rosenberg Foundation’s work with migrant laborers and their children was done in 

a similar spirit of self-help. Josephine Duveneck was also involved in directing foundation aid 

to migrant workers in the Central Valley, most of whom were Mexican-Americans. Rosenberg 

had already done some work with agricultural laborers alongside the WPA during the 

Depression, and had also made grants as early as 1951 to provide clinics “for families of the 

agricultural workers.” By 1955, however, it joined the American Friends Service Committee to 

address problems of poverty among migrant laborers. From the start those efforts would be 

circumscribed. As Duveneck explained, “really, the thing [agricultural laborers] needed most 

was organization, unionization,” but one member on their board posed an immovable obstacle 

to any effort at creating a union. “And for a long time we sidestepped the union business.” 117 

Instead, the Rosenberg Foundation and the Friends funded programs that were aimed at 

equipping migrant families with better educations and means of self-improvement. Duveneck 

likened philanthropic efforts at expanding educational opportunities to the subversive act of 

schooling slaves. “It’s just like in the days of slavery” the Associated Farmers “weren’t in favor 

of educating the slaves because they thought when the slaves were educated, then they were not 

going to be willing workers anymore.”118 Of course, while migrant children should not have 

been denied an education, and Rosenberg did much to try to improve their lives when others 
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would not, schooling could do little to address the immediate reality of low wages and 

exploitation that a union may have been able to confront. 

Other Rosenberg projects aimed at improving interpersonal relationships between 

migrant children and white children or engaged in other projects of race relations and self-help. 

A grant of $25,000 to six San Joaquin Valley counties “enabled University of California home 

advisors to carry on an extensive program among the wives of agricultural workers.” The 

program “carried the message of home improvement right into the small, cheerless shacks of the 

labor camps.” The home advisors helped teach “thousands of women inexpensive tricks in 

furnishing their cabins (chief useful item: orange crates): how to buy and prepare the most 

nutritious foods for the least money; and how to make and mend serviceable clothing.”119 

While foundation grants to the diverse populations of California no doubt helped 

improve the lives of beneficiaries, those grants were hobbled by the assumption that personal 

responsibility was the antidote to inequity. If some foundations and the organizations they 

worked with believed in the promise of self-help, others arrived at that framework only when 

other alternatives were closed off--testament to the awkward place philanthropoids occupied 

between the wealthy and those that they served. Duveneck grasped that employers paid 

agricultural laborers too little, that they lacked the power to contest their exploitation, and that 

they needed a union. But she confronted organizational constraints that prevented her from 

pursuing those ends, turning instead to the hymn of self-improvement via education. 

Likewise, the Columbia foundation funded a program that allowed select members of 

the detained Japanese Americans to attend universities in the Northeast, hoping that those 
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student’s hard work would dispel the racism that kept their families in concentration camps. 

While this is an indirect solvent to internment at best, it is difficult to imagine foundations at the 

time, confronted by wartime racism and a hostile government, could do much more. So too did 

Red Stephens, with Rosenberg support, engage in philanthropic projects of self-help in 

Richmond, but he knew that government distribution would have been a better solution. These 

projects nevertheless made improvements in the lives of people who other public and private 

institutions ignored, and for that, Columbia and Rosenberg deserve some praise. Nevertheless, 

whether Columbia and Rosenberg were true devotees or came to self-help solutions because 

circumstances rendered alternatives difficult to realize, their giving would often miss the 

structural causes of the problems that they set out to address. 

 
 

Departing from Individual and Family Control 

 

 

The first major departure for San Francisco philanthropy occurred soon after World War 

II, as the family foundations that claimed exclusive purview over organized philanthropy 

pondered the creation of a community foundation. Such a philanthropic vehicle was different 

from its predecessors in that no single family’s wealth established the foundation; rather, the 

community foundation supervised multiple trusts held by local banks, which it administered 

according to the donor’s instructions. Moreover, while family dominated foundations could be 

more flexible in terms of the geography of their giving, community foundations traditionally 

served the local area in which they were created. In theory, the community foundation could 

also lend itself to more philanthropoid control than family operations, as a distribution 

committee advised and fulfilled the interests of multiple donors, while possessing little other 
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connection to the philanthropic wealth that they managed. But as the California Community 

Foundation suggests, this was not always the case. Created a year after Cleveland pioneered the 

community foundation in 1914, the California Community Foundation, based in Los Angeles, 

was long known as the “typewriter foundation,” as it possessed no staff and only made a 

relatively small number of grants.120 

The Alameda Community Foundation, established in 1928 and based in Oakland, 

provided almost no historical record of its existence and was jokingly referred to by later 

philanthropoids as the “mimeograph machine foundation” for its small grants.121 Gabriel 

Morris, the lead interviewer of UC Berkeley’s oral history project on Bay Area philanthropy, 

noted that “you don’t really know [it] exists unless you go looking for it.” Bill Sommerville, 

who served as a consultant to the Alameda County Community Foundation in 1973, remarked 

that he knew little about the foundation’s early history. “I don’t know what the modus operandi 

was,” or “what the initial thing that started it was.”122 He noted that the foundation had, at least 

as long as he had known it, made small capital grants, such as ones to fix a roof.123 Like the 

California Community Foundation in Los Angeles then, the Alameda Community Foundation-- 

later renamed the East Bay Community Foundation--was not an example of transparency or 

professionalism, but it may have met immediate local needs. 

By 1946, however, the Los Angeles based foundation began to expand its staff and 

operations, moving in a direction followed by the San Francisco community foundation. The 
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timing of the California Community Foundation’s turn to a more systematic approach to giving, 

as well as San Francisco’s concurrent interest, suggest an explanation for the origin of the city’s 

community foundation: The trust departments of San Francisco banks, like those elsewhere, had 

accumulated both more numerous and larger trusts during the 1940s, but found administering 

them burdensome. Daniel E. Koshland, the vice president of Levi Strauss, and the would-be 

chairman of the San Francisco Foundation, explained that it was the local banks that suggested 

establishing a community foundation. “We heard from the banks whose trust departments came 

into funds to go to charitable organizations, that they had really no way of knowing where those 

funds should go,” Koshland explained.124 

The trust departments of banks reported an increase in accounts dedicated for charitable 

purposes, but wished to cede the bank’s distributional authority to the first generation of 

foundation managers in the Bay Area. By abdicating the responsibility for stewarding trusts, 

banks created an opportunity for foundation managers to assume that role and develop their 

particular claim to expertise. In 1944, Trusts and Estates recorded the "largest gain in 

community trusts" in both the United States and Canada, a total increase of trust value that was 

the "largest ever registered.”125 In early discussions regarding the San Francisco Foundation, 

Marjorie Elkus recalled that “we had found out there was several million dollars sitting in 

banks, waiting to be distributed, to give away.”126 Elkus explained that the banks “didn’t have a 

piece of machinery” for distributing charitable dollars until the community foundation, which 
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“opened the door, and then the banks fell in line.” “It was,” she added, “a very fine out for the 

banks.”127 Bill Somerville, then a consultant to the Alameda Community Foundation, elaborated 

on Elkus’ point, 

 
 

“For banks, [community foundations] represent a marvelous thing. 

If the bank is the trustee for somebody’s estate, they get a fee in 

perpetuity for just keeping the money in the bank. Which is very 

nice for them. The bank handles the investment of the money, so 

they’re getting a fee for this. It’s a very attractive way to make 

money for the banks.”128 

 

The origins of the San Francisco Foundation reflected a perceived distinction between 

the expertise of stewarding the community and that of financial institutions, which blurred at the 

end of the century. Banks “don’t have any trained workers,” Elkus observed, and that 

proficiency in managing philanthropy came from “being a social worker” with “a little 

experience in giving away money.” 129 Koshland echoed Elkus, stating that bank officers “are 

not particularly cognizant of the various needs of the community.”130 “Separation of the two 

types of trusteeship, fiscal and charitable, seems wise,” reported the San Francisco Foundation 

in its 1951 report.131 Moreover, while the foundation’s Exploratory Committee studied 
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community foundations in the East, the San Francisco Foundation diverged from its 

predecessors in granting less power to appoint directors to local banks. When the San Francisco 

Foundation was established in 1948, it followed the model of similar foundations in creating a 

seven member board that the foundation believed could represent the community. Individual 

members of the distribution committee were nominated by different local institutions: the 

president of the San Francisco Chamber of Commerce, the United Community Fund of San 

Francisco, the president of the University of California, the president of Stanford University, the 

chief judge of the 9th Judicial Circuit, U.S. Court of Appeals, the president of the League of 

Women Voters of San Francisco, and, finally, the trustee banks.132 Compared to the San 

Francisco Foundation, which allowed trustee banks to nominate one member of the distribution 

committee as a group, Cleveland allowed the banks to nominate five members.133 

Enlisting the support of banks, however, was still an important objective of the San 

Francisco Foundation, both as a source of credibility and of wealth. Koshland dismissed the 

California Community Foundation, for example, for working with just one bank, while the San 

Francisco Foundation had “almost all the banks participating.”134 Koshland took pride in the 

dedication of multiple banks because it signaled that the foundation had gained the confidence 

of local financial institutions. But the involvement of the region’s banking institutions also 

meant that the foundation could expect more wealth and that its financial stability was better 

ensured for the future. In 1945, Frank D. Loomis, secretary of the Chicago Community Trust, 
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wrote in Trusts and Estates that the greater number of banks participating in a community trust, 

the more the public would favor the trust--both with their affections and their wealth. “The 

endorsement of the Community Trust to a customer by his bank is invaluable,” Loomis 

explained, both because banks were “well established in the public confidence” and because it 

would be easier for a customer to relay his trust to the [clarify: foundation if it already worked 

with the community foundation.] Loomis added that such an arrangement was also to the 

benefit of the banks. “If all the qualified banks participate, then each of them will have more 

Community Trust business than it would ever have alone.”135 

Ensuring the support of local banks and would-be donors also meant that the San 

Francisco Foundation had to cultivate an image of respect and impartiality. The foundation was 

adverse to particularism, favoring instead a sense of community that was large and 

representative. The first annual reports emphasized how members of the distribution committee 

were “known for their integrity and chosen for their knowledge of philanthropic activities.” And 

that the “representative makeup of this Committee guarantees that it will forever be impartial, 

non-sectarian, and non-political.” Koshland underlined this point in an oral history, arguing that 

“these are all citizens who are responsible, and have no axe to grind. There’s no preponderance 

of any religious faith, so that it’s a pretty good governing board.”136 

In addition to making use of undistributed trusts, the San Francisco Foundation was born 

out of a desire to create a more permanent and flexible philanthropic vehicle. Daniel Koshland 

credited Marjorie Elkus with fostering the idea of creating a community foundation. “I began to 
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feel,” she explained in 1975, “that this business of giving money away was too darn ephemeral 

 

… because it seemed to me that at any minute someone might change his mind or something 

could happen to one of the board or--the thing would break up.”137 The community foundation 

model better ensured responsive and long-term giving by detaching itself from the dependence 

on a single family, cultivating instead a distributional committee able to meet the city’s 

continued needs. The rationale was not so dissimilar from that used to justify claiming 

distributional powers over trusts that were once the exclusive purview of banks: non-donor 

experts would make better funding choices because they had more knowledge about community 

needs. But here the justification aimed at removing philanthropy’s reliance on a donor’s family, 

which had long been the preeminent foundation model in the Bay Area, allowing 

philanthropoids to oversee multiple rather than singular pools of philanthropic wealth. 

It is not altogether surprising that Elkus, for years the single staff member of the 

Columbia Foundation, would champion--and eventually found--the creation of the San 

Francisco Foundation. Compared to Rosenberg, Columbia was more akin to a traditional family 

foundation. In her oral history, Elkus recalled her work with fondness, but she was concerned 

that the foundation’s reliance on her and the board meant its work might not persist. When 

Columbia decided to relinquish its funds to establish the San Francisco Foundation she recalled 

that “what was left of the board didn’t want to take on [her work].” At the time one of the board 

members was ill, informing Elkus that “‘Well, I think it’s time to wind up. Any time, Marjorie, 

you want to, it’s all right with us.’”138 The image Elkus painted of Columbia upon her 
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retirement in 1947 was one of impermanence and fragility. She looked towards a philanthropic 

mechanism that would not be so tied to the mortality and vision of a single family. 

In its early publicity materials, the San Francisco Foundation advertised its ability to 

adjust the wishes of donors to unforeseen circumstances without sacrificing their intent. A 

power reserved to the committee, the foundation explained, was “to change the application of a 

trust if changes in social and economic conditions should make literal compliance with the 

original terms impossible or unwise.”139 Articles written in local papers by the foundation’s 

secretary, John R. May, framed this power as a benefit to donors. In the San Francisco 

Chronicle, May painted a history of well-intentioned trusts that became obsolete as the 

conditions under which they were willed changed, such as a trust dedicated to ending slavery 

that outlived the Emancipation Proclamation. May quoted Harold R. McKinnon, “a local 

attorney and past-president of the Community Chest,” to underline that the foundation “‘enables 

a man bequeathing his money to feel secure that a rational pursuit of his desires will be carried 

out in the future.” At the foundation, May explained, the distribution committee possessed the 

expertise to fulfill trust purposes in changing times in ways that local banks could not.140 In a 

ringing endorsement of the foundation, he made the dual claim that the foundation should claim 

interpretive power over donor’s wishes as well as distributional power that banks were ill-suited 

to practice. 

In addition to swaying the public that the community foundation could make wise use of 

charitable trusts, the San Francisco Foundation also supplied attorneys with directions for how 
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they might consult would-be donors in making wills amenable to the foundation’s use. 

Attorneys were “centers of influence,” capable of advising donors on how to draft wills that 

were flexible and more adaptable to the foundation’s distribution committee. “Lawyers have 

great influence,” Edward L. Ryerson, chairman of the Chicago Community Trust explained in 

1947, “hence a great responsibility for the way in which trust funds and other endowments are 

set up for long-time welfare purposes.” Even if clients “insist on giving rigid endowments to 

institutions or purposes which the lawyer knows are not very good,” the lawyer could “make 

provision for contingencies” so that “when they arise the value of the bequest or trust fund will 

not be wholly lost to the community.”141 Ryerson, who in the same article emphasized the 

importance of working with multiple local banks, was a guest speaker at the inaugural luncheon 

of the San Francisco Foundation, which appears to have followed his advice.142 In addition to 

writing favorable newspaper articles in the foundation’s early years, John R. May spoke before 

“estate planning councils and service clubs and groups of lawyers.”143 In its first year, the 

foundation also published a “‘Gift Funds’ booklet principally for lawyers, containing an 

endorsement of the Community Trust plan to be signed by leading members of the Bar.”144 
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The San Francisco Foundation represented a broadening of philanthropoid authority in 

matters of organized giving, weaving together the work of trust banks, attorneys, and a non- 

donor distribution committee to oversee philanthropic wealth. It also catalyzed cooperation 

between foundation staff. Cooperation was a necessity born out of the San Francisco 

Foundation’s minimal funds in its early years. After Columbia announced it would suspend 

operations after providing critical funds to launch the San Francisco Foundation in 1947, 

Rosenberg and the young community foundation developed something akin to a partnership. 

Ruth Chance, Rosenberg’s second executive director, recalled that the San Francisco 

Foundation would refer those interested in funding childhood causes to Rosenberg, which, by 

the 1950s, had made children a major focus of grantmaking. Both foundations, moreover, 

convened a “brown bag group,” which by the 1970s drew together “foundation people--usually 

staff, but one or two unstaffed foundations [attended] it too.” Such a group, led by Rosenberg’s 

Leslie Ganyard, predated the San Francisco Foundation, but John R. May described it as 

“totally disorganized.” The new brown bag group was the antecedent of the Northern California 

Grantmakers, a large regional association for foundation professionals. 

At the same time the San Francisco Foundation departed from its predecessors in the 

search for order in philanthropic giving, it also retained links to Bay Area traditions. Daniel E. 

Koshland, who helped oversee the foundation’s creation and served as its first chairman, was 

representative of the old Jewish family’s long presence in San Francisco philanthropy. Other 

established San Francisco families, such as the Lilienthals, Crockers, and Gerbodes also served 

on the exploratory committee that preceded the creation of the foundation.145 While Koshland 
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thought that the committee represented a variety of people from within the community, it 

reflected a narrow segment of the population that had long overseen charitable and 

philanthropic organizations in the region. The choice to allow the president of Stanford to 

nominate one member of the foundation’s distribution committee, despite the university’s 

distance from San Francisco, also reflected an elitist preference. Stanford resided outside San 

Francisco, a private institution known for its affluent students and its competition with UC 

Berkeley, a public university located across the bay from San Francisco. But Stanford was a 

part of the elite geography of the Bay Area, a school in which the sons and daughters of San 

Francisco’s affluent families--and the San Francisco Foundation’s first secretary--attended. 146 

In another way, however, the greater reliance on businessmen and professionals 

departed from earlier practices of the Rosenberg and Columbia foundation. The women who 

had an important influence over the grantmaking of Rosenberg and Columbia, Leslie Ganyard 

and Marjorie Elkus, were by no means ordinary in their education or pedigree, and they had 

ample experience in working with social welfare agencies. John R. May, the man who would 

serve in a similar position at the San Francisco Foundation, however, had practically no relevant 

experience in such areas. When considering candidates for the secretarial position, the 

distribution committee searched for candidates based not on their familiarity with social 

problems, but looked instead for a “person with an entree to the banks, attorneys, etc.” They 

suggested as ideal examples “a young or middle-aged retired Army officer,” “a young 

prominent attorney,” “someone in the field of public relations,” or “a person in the field of 

 

 

 

 

146 Stanford was commonly referred to as “a rich man’s school.” See, John Rickard May, 

“Building a Community Foundation” an interview conducted by Gabrielle Morris (1976) 

Regional Oral History Office, Bancroft Library, The University of California, Berkeley, 6. 



64  

public administration--possibly someone from one of the universities.”147 John R. May at first 

appears an unusual choice: he was a Stanford graduate who once worked at the Office of Price 

Administration, but found his post-government career as a salesman spiritually unfulfilling. Yet 

May did meet some of the foundation’s ideal qualifications in that he was schooled in 

persuasion, was inoffensive, and would no doubt feel comfortable speaking to banks and 

attorneys. The secretarial position, moreover, allowed May to combine his experience in 

salesmanship with the higher purpose he felt was absent in for-profit work. 

As much as the San Francisco Foundation deviated from the individual and family- 

controlled philanthropy of generations past, it in no way disavowed the preeminence of donors 

writ large. The trustees designed the foundation to accumulate the faith and estates of San 

Francisco donors, a requisite task for engaging in perpetual acts of philanthropy. That goal, 

however, meant coaxing dollars from donors, banks, and attorneys, and granted a committee 

with no claim to that wealth greater powers over its distribution. In the quest to gain the trusts of 

donors, the foundation put non-donors that much closer to the center of philanthropy. In the 

1970s, the San Francisco Foundation’s distribution committee would test its autonomy, defying 

the will of a testator in the interest of pursuing more effective and equitable philanthropy. The 

outcome, however, would reaffirm the central place of donors and banks in the nexus of 

organized philanthropy. 
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The State in the Benevolent Frontier 

 

 

The construction of philanthropic infrastructure in the Bay Area occurred within the 

context of expanding state power, which spurred the concurrent growth of organized 

philanthropy. The Great Depression and World War II led federal and state policymakers to 

institute more progressive rates of personal income taxation, but they offset those higher rates 

with tax expenditures that were, in the case of philanthropy, regressive. Tax expenditures, such 

as the charitable deduction, could be understood as a simple “failure to collect taxes” rather than 

an exercise of state power. But as Christopher Howard explains, tax expenditures are in effect 

“conceptually equivalent” to direct spending, as the “government forgives the obligation” to pay 

a tax provided the expenditure fulfills a state defined objective.148 In the case of charitable 

deduction, the state provided wealth to a taxpayer that would have otherwise gone to taxes to 

support their philanthropic preferences. As the charitable deduction could only be claimed by 

those who itemized their taxes, however, the subsidy tended to favor wealthier taxpayers.149 The 

combination of progressive taxation and regressive tax expenditures was, as the historian Lila 

Corwin Berman notes, an exercise of state power meant to collect revenue and direct policy 

goals via private actors.150 In addition, it spurred the creation of philanthropic vehicles--such as 

the foundation—that aimed to accumulate larger philanthropic endowments. 
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In addition, taxes on excess profits spurred the creation of corporate foundations in the 

Bay Area during the early Cold War. During World War II, the federal government instituted 

taxes on corporate income deemed to be in excess over a normal amount, which, at least in the 

short term, distributed a significant amount of corporate profit to the state. As Mark W. Wilson 

notes, the excess profit tax accounted for “over 40% of the Treasury’s wartime tax receipts,” 

with US corporations relinquishing “nearly 49% of their aggregating earnings.”151 Despite 

substantial lobbying efforts, the federal government reinstated an excess profit tax after 

America’s entry into the Korean War. Not surprisingly, a large spike in company-sponsored 

foundations occurred between WWII and the Korean War, as firms transferred what would have 

been taxable income into an exempt philanthropy.152 San Francisco’s Levi Strauss Foundation, 

created in 1952 and overseen by William Haas Sr., was one such example. 

If the federal government provided a mix of tax incentives to create philanthropic 

foundations, the state of California provided still more. The majority of Bay Area foundations 

did not exist until after the state instituted a personal income tax in 1935, which, while lower 

than the federal tax, replicated the federal government’s mix of progressive taxation and 

regressive exemptions. While Rosenberg, Columbia, and the San Francisco Foundation were 

never designed to be tax dodges, committing themselves to well-intentioned projects of 
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philanthropy, federal and state tax laws nevertheless made using the foundation model as the 

vehicle for those intentions all the more favorable. 

While donors enjoyed charitable deductions and foundations could claim tax-exempt 

privileges, there was minimal state oversight over how they distributed their funds. Laws defined 

the proper conduct of trustees, but at the state level there was almost no means for the 

government to regulate charitable trusts or collect information on their activities well through the 

1950s. Like other states, California’s attorney general oversaw the proper conduct of charities, 

fundraisers, and philanthropic trusts. But as California’s Attorney General Edmund G. Brown 

discovered in 1955, there was in fact no “orderly system of supervising these funds.” The 

attorney general’s office had little idea of how many charities existed in San Francisco or 

California more broadly. The Foundation Center, based in New York City, provided partial but 

incomplete data on foundations, but little information existed outside of tax forms—which could 

also be unfinished—that could indicate the number of extant philanthropies in the United States. 

“Tremendous sums of money are given each year for charitable purposes,” the Attorney General 

noted. “How much of these funds have been wasted or diverted is a speculative matter.”153 

Moreover, the state attorney general lacked the means or legal ability to engage in 

proactive regulation. California’s law assumed than an injured party would inform the court in 

the event of a trust violation, but the group most often harmed by trust violations—the 

beneficiaries—may well have lacked the information to know that they had suffered an injury.154 

The attorney general relied on beneficiaries to come forward who may not have known how 
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charitable trusts worked, the possible extent of a trustee’s malfeasance, or that they were in fact 

beneficiaries in order to demand correction. Moreover, individuals often lacked standing to bring 

suit against a trust, as California law did not require a trust to promise money to any single 

member within the indefinite number of beneficiaries it served. 155 The attorney general also 

lacked adequate staffing to oversee the extensive number of nonprofit organizations in 

California, just one of the office’s numerous duties. Prior to 1955, the attorney general had no 

dedicated office to supervise charities and little manpower to staff it even if it had existed.156 

Fittingly, the extent of the defects in California’s regulation of charitable trusts did not 

occur to the Attorney General until Brown read about a controversy involving misuse of 

charitable funds in the local newspaper. In 1948, Brown learned, the Vanport Flood damaged 

Oregon’s second largest city, including the Vanport Racetrack. The racetrack was the project of 

William P. Kyne, who also owned the Bay Meadows track in San Mateo, a city in the southern 

region of the Bay Area. Kyne funded his new venture with $358,000 from a charitable fund 

based in San Francisco, an investment lost with the flood. The fraud came to Brown’s attention 

only in 1952, when he read that the State Horse Racing Board had instituted charitable standards 

in an attempt to bring order to the state race track’s practice of giving.157 

Kyne and the horse racing tracks were a useful target for Brown, who wished to 

strengthen the power of the Attorney General’s Office to oversee charitable trusts. Well-known 

in the region, Kyne described himself as a “liberal” who “gave away too much” both as a 
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businessman and as a philanthropist. He paid higher wages than other race tracks, did not charge 

an access fee to his tracks, and provided hundreds of thousands of dollars in giving from his 

racing profits. Kyne, unlike foundations, described his giving as entailing little formality or 

scrutiny of beneficiaries. In a 1954 hearing on “every aspect of California horse racing,” Kyne 

admitted that he had given about $200,000 to a children’s hospital, until “’officials’” told him 

that “they were getting enough; that they had, in fact, passed on $25,000 to ‘Notre Dame at 

Belmont.’” “We just assumed that the people we gave [money] to were legitimate,” Kyne 

explained. Pressed about a “the number of individuals on his charity lists,” Kyne claimed that 

they were “church deals,” that he had “just [written] down the name of the priest of preacher.”158 

Whether Kyne was truthful or not—he was not under oath when he made his statements—he 

made little effort to appeal to the respectful, well-organized image honed by other local 

foundations. 

In addition, horse tracks, unlike non-profit foundations, often blurred the lines between 

their business activity and their profit making. They hosted, for example, “charity days” where 

track proceeds went to nonprofit causes. As the San Francisco Chronicle noted, however, the 

state failed to create standards for horse racing charities to follow, leading them to develop their 

own. Some directed all proceeds from concessions, parking, and ticket sales to charity, while 

others surrendered only the track share of the pari mutuel proceeds. State auditors and the 

Internal Revenue Service considered the track’s methods of calculating what profits and costs 

were tax exempt to be “questionable,” sometimes favoring the racing corporation more than the 

charities. Testament to the state’s laxity, however, the State Horse Racing Board—not the state 
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of federal government—was first to impose “firm standards” for the tracks’ charitable 

activities.159 

The State Attorney General used the horseracing debacle and Kyne’s misuse of charitable 

funds to rally for more expansive supervisory powers over charitable trusts and foundations 

Kynes had gone too far, flouting the boundaries between philanthropy and profit when he lost 

385,000 tax-exempt dollars in 1948 to a failed business venture. Kyne’s actions raised questions 

about whether he used philanthropy as a tool for self-enrichment rather than benevolence. Kynes 

may have responded that the two were mutual, that he brought a share of his profits—however 

disreputable some perceived his business to be—back to the local community. In light of Kyne’s 

crime, however, the Attorney General pursued greater powers that would allow his office to 

create a bright line between charitable and business activities. Using reporting requirements in 

place in New Hampshire and Rhode Island as jumping off points, the Attorney General’s office 

and the National Board of Commissioners on Uniform State Laws drafted what appeared to be a 

significant expansion of the Attorney General’s regulatory power.160 

But the Uniform Act for the Supervision of Trustees for Charitable Purposes, enacted in 

1955, was instituted with so little power that it was all but useless. California was the first state 

to adopt the Uniform Act, which compelled the attorney general to collect and maintain a register 

of trustees and to conduct investigations to maintain those records. The act further required 

 

 

 

 

 

159 Ibid.; “Race Track Boys Like Kyne, Not his Methods” The San Francisco Chronicle 

(January 31, 1954), 10. 
160 Wallace Howland, “The History of the Supervision of Charitable Trusts and 

Corporations in California” UCLA Law Review, (May 1966), 1030. A full copy of the Uniform 

Act as amended in 1957 can be found in Appendix B. of Marion R. Fremont-Smith’s 

Foundations and Government (1966). 



71  

trustees to file written reports with the attorney general.161 But political opposition rendered the 

act unenforceable, allotting no additional funding or staff to the Attorney General’s office. In 

addition, the chairman of the Finance Committee of the California Senate also obtained an 

amendment to the act which limited its life to two years.162 

By pulling the teeth from the Uniform Act, California rendered it useless. “Many trustees 

evidenced a reluctance to comply with the Uniform Act in view of its limited life,” explained 

Wallace Howland, Assistant Attorney General of California in 1965. “Others disagreed that it 

applied to charitable corporations.” The San Francisco Chronicle was franker, lambasting the act 

as a “dismal flop” in 1957. “The charitable trust act,” Jack Morrison, a journalist and later 

politician explained, “ has simply not produced results. … it has not led to the discovery of a 

single abuse in the administration of a charitable trust.” Morrison had no doubt that “there were 

plenty of abuses to be discovered,” but the “law’s flabby condition” could do nothing to enlist 

the compliance of even “a well-known local charity.” He cited Los Angeles’ Saint and Sinners, 

which Attorney General Edmund Brown criticized a year earlier for using two-fifths of its 

charitable funds for overhead expenses, but which had evaded any significant repercussions.163 

While California’s government had minimal presence in the lives of Bay Area 

philanthropists, federal laws did structure the way that foundations distributed their funds. The 

Rosenberg foundation, for example, was interested in improving the lives of Mexican migrant 

workers, but resisted funding indigenous organizations because they were not registered as 
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501(c)(3)s. The classification 501(c)(3) referred to a section of the Revenue Act of 1954, which 

defined particular organizations exempt from federal income taxation that were also prohibited 

from entering into substantial acts of political advocacy. Individuals or corporations could 

contribute to IRS certified 501(c)(3) organizations and deduct the donations for federal income 

tax purposes. Ruth Chance, who succeeded Leslie Ganyard as the executive director of the 

Rosenberg Foundation, recalled that of the twenty-three grants that foundation made to Mexican- 

American projects between 1947 and 1959, “almost all of them--in fact, all of them were to made 

organizations that were not Mexican-American controlled because there were few or none that 

were 501(c)(3) organizations.”164 

Ruth Chance understood that Mexican-Americans “had leaders,” but they “had not yet 

developed the non-profit organization to which foundations usually make grants.” But as Erica 

Kohl-Arenas notes in her study of the farm worker movement, becoming a 501(c)(3) 

organization diverted organizations into the laborious tasks of reporting and foundation 

appeasement that deradicalized their original intent. Kohl-Arenas, who focuses largely on the 

1960s and 1970s, notes that the same leaders the Rosenberg foundation worked with had once 

had a radical agenda aimed at fostering self-determination, ownership, unionization, and mutual 

aid. By forming 501(c)(3) organizations to earn foundation grants, she contends, Mexican- 

American farm workers not only bogged themselves down in state and foundation paperwork, 

they also became dependent on foundation programs that cut against their original goals, 

including unionization.165 Recall that Josephine Duveneck noted that even during the 1950s, the 

American Friends Service Committee, through which the Rosenberg Foundation supplied grants 
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to aid Mexican-American migrant workers, would not support organizations aimed at 

unionization.166 

While California laws provided a wide berth to foundations and other charitable trusts, 

federal laws provided incentives for foundations to narrow their giving to organizations that 

conformed to the government’s definition of tax-exempt institutions. In the case of midcentury 

California, this meant that indigenous organizations that “entered into substantial acts of political 

advocacy” were often excluded from foundation funding.167 Put another way, whatever their 

intent, state and federal tax laws subsidized the philanthropic preferences of donors and 

foundations, while providing social movements a narrow and compromising path for receiving 

their grants. 

 
 

The Geographic Boundaries of Philanthropy 
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County Map of the San Francisco Bay Area, by author. 
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Selected Cities of the San Francisco Bay Area, by author. 

 

 

San Francisco remained the center of philanthropic wealth in the San Francisco Bay 

Area, a not surprising fact considering it was the city that also sat at the center of the regional 

economy. When the San Francisco Foundation started in 1949, its board expressed some 

concern that it might compete with the Alameda Community Foundation across the Bay. But in 

a tacit acknowledgment that the Oakland foundation was too small and too little publicized to 

be a factor in the San Francisco Foundation’s operation, they decided neither to remove would- 

be donors and beneficiaries located in the East Bay from their lists, nor mention the Alemeda in 

early publicity materials or annual reports.168 
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San Francisco, meanwhile, pulled philanthropic dollars even from the southern parts of 

the Bay Area, which had grown more populous following World War II. San Mateo County, 

which encompasses much of the San Francisco Peninsula, grew from 14,000 in 1940 to 60,000 

in 1950. The “Old Peninsula” had once been “the playground of millionaires who lived in the 

style of Renaissance princes,” the San Francisco Chronicle reported in 1949, the preserve of 

“summer homes and week-end lodges” for the “merchant princes of San Francisco.” But in the 

wake of World War II, high property taxes, “the multiplication of heirs,” and the growing cost 

of living turned a landscape known for the “most sumptuous mansions ever seen” into a major 

suburb, where commuters into the city rather than outside vacationers resided.169 But the high 

numbers of peninsula commuters in cities such as San Mateo undermined local charitable 

fundraising, as some residents chose to give where they worked rather than where they lived. 

The problem was so severe that Glen Smallcomb, a real estate developer and president of the 

San Mateo Community Chest, requested that the Bay Area United Crusade alter its “Give 

Where You Work” slogan in 1952. But fundraising difficulties continued to plague San Mateo, 

prompting the dissolution of the San Mateo community chest the next year.170 

Throughout the 1950s, San Mateo charities rallied against competition in the Bay Area, 

championing a vision of integrated fundraising in the region. In 1953, a meeting of business and 

labor representatives designed a “more inclusive” federation of charities to supplant their local 

community chests and resolve “the problem of lost commuter dollars.” The participants drafted 

an “Agreement in Principal for a Bay Area Federation” with professionals from other United 
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Crusades, which they presented to five regional federations of charities. The report argued that 

competition was detrimental to serving the public and called for an agreement that “the entire 

Bay Area is a single social and economic community and as such is responsible for its total 

needs.” All but San Francisco accepted the agreement, but after reworking the plan the San 

Francisco, Marin, East Bay, and San Mateo United Crusades united to form a United Bay Area 

Crusade (UCBA).171 

But even after helping to establish the UCBA in 1955, the town of San Mateo continued 

to seek ways to capture “lost dollars” from commuters. The San Mateo members of the UCBA 

soon claimed that while the UCBA made “serious efforts to integrate the fund raising of the 

entire Bay Area on a cooperative rather than competitive basis,” it achieved only “limited 

success.” Such successes included an agreement in 1954 that “residents of San Mateo who 

worked in San Francisco could designate their place of residence on a pledge card and thirty 

percent of their contribution at place of employment would be returned to their community.” In 

1957, San Mateo arranged a similar, but more generous agreement with Santa Clara County, the 

southernmost part of the Bay Area. Despite San Mateo’s incessant efforts to reclaim its 

commuters’ money, its fundraising regularly ranked at the bottom in the UCBA. San Mateo 

County also resented the way the UCBA allocated funds. By 1959, after “five fruitless years” of 

negotiation, San Mateo County threatened to withdraw from the UCBA entirely.172 

San Mateo’s trouble in raising charitable dollars stemmed from the distinctive pattern of 

metropolitan growth in the post-war Bay Area, which led to the creation of multiple sub-regions 

clustered around urban centers. After World War II, the city and county of San Francisco 
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remained an important center of wealth and population in the Bay, home to old San Francisco 

businesses, such as Levi Strauss, as well as large California banks, such as Wells Fargo. The 

cities of Alameda County, namely Berkeley, Oakland, and Richmond composed a smaller 

second center in the East Bay, with its wealth concentrated in educational institutions and heavy 

industry. San Francisco and Berkeley-Oakland-Richmond were surrounded by a sea of suburbs 

and smaller towns, home to large employers, cultural institutions, and long-ago established 

economic power, which still pulled in philanthropic dollars. By the 1960s, however, that pattern 

began to change, as San Jose, the would-be capital of Silicon Valley, began a rapid period of 

growth that would let it match the population of San Francisco and the East Bay. The consequent 

“Cerberus city,” with three proportionate capitals, has contributed to residents’ difficulty in 

defining the boundaries of the Bay Area. But the rise of the three city metropolis also 

foreshadowed a wider dispersion of philanthropic wealth and ideas, as the monopoly that San 

Francisco long held over both began to erode. 

 
 

Conclusion 

 

 

By the close of the 1950s, philanthropoids were taking charge of organized philanthropy 

in the San Francisco Bay Area. Local banks, attorneys, and non-donor staff grew as “centers of 

influence,” capable of shaping--if not always effectively--the way in which philanthropic wealth 

was distributed. They did not entirely displace old patterns of familial control, though some, 

such as Ruth Chance, would have preferred family control to give way to the expertise of 

foundation managers and social workers. Her experience at the Rosenberg foundation led her to 

believe that the absence of familial authority allowed for more creative ventures in giving. But 
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those old San Francisco families, with the best of intentions, still served as trustees, still 

possessed the greatest concentrations of wealth waiting to be transformed into philanthropic 

dollars. 

By not relying on any single donor’s largesse, the San Francisco Foundation represented 

the largest departure in Bay Area giving, one that required the work of many non-donor hands 

to sustain. It would be at the center of efforts to create a rudimentary infrastructure for 

philanthropic giving, working with law offices but also convening meetings with fellow 

philanthropoids in California and elsewhere. In many ways, the San Francisco Foundation relied 

on the “vicarious intelligence” and stewardship of non-donors. The exploratory committee 

designed the foundation to be as amenable to financial institutions and attorneys as possible, 

hoping that through them they could earn the trusts of San Francisco donors large and small. At 

the same time it invested distributional power to a committee tasked with understanding and 

meeting the community’s needs. While not an apparent tension in the 1950s, the differences 

between those who donated funds and those who distributed them would erupt in a public feud 

in the 1970s.173 

The monopoly that San Francisco held over philanthropic wealth and prestige, 

moreover, began to erode starting in the 1960s. New philanthropies emerged outside San 

Francisco as the fortunes and population of surrounding cities grew. Along the San Francisco 

Bay Area’s southern peninsula, a region once renowned for its agricultural production 

developed an advanced electronics industry and fortunes that rivaled those of San Francisco’s 

elite. But whereas the old money of San Francisco was well-trained to exercise obligations to 

those in need, the new money of Silicon Valley adopted neither philanthropic tradition nor the 
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traditional markers of an elite. Their philanthropy, too, would depart from the models of giving 

practiced in San Francisco. 
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Chapter 2: Stingy Valley 

 
“The level of giving in this community stinks,” declared Thomas Vais, president of the 

United Way of Santa Clara County, in 1987. “Especially,” he added, “when you look at the 

number of people we have here and the amount of spendable income.”1 In the decades after 

World War II, Santa Clara county became the seat of Silicon Valley, a thirty by ten mile strip of 

land that claimed the nation’s largest tech companies, numerous venture capital firms, and over 

15,000 millionaires in 1985. More millionaires per capita made their homes in just one Silicon 

Valley city than in any city in the world during the 1980s.2 When companies went public, ever 

more fortunes concentrated in the region--a hundred employees became instant millionaires 

during Apple Computer’s initial public offering in 1980.3 BMWs and Mercedes--”the valley’s 

chief status symbols”—were not uncommon sights on the 101, which connected the suburbs to 

companies like Lockheed, Intel, National Semiconductor, and Hewlett-Packard.4 Highway 280, 

meanwhile, snaked through the mountains and hills, where “breathtaking houses” sat above the 

“toxic chemicals of the wafer fabrication plants.”5 It was, as one author described in 1979, “a 
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place of remarkable magic, wizards and merchant princes.”6 Yet for all of Silicon Valley’s 

conspicuous wealth and sorcery, Vais grumbled, little of it went to charity. 

Some observers referred to the region as “Stingy Valley,” home to remarkable fortunes, 

but relatively little philanthropy. In 1984, the New York Times claimed that “despite the 

enormous wealth here, few computer industry people give to charity. Patronage of the arts is 

almost unknown and church attendance is said to be spotty.”7 That same year, the 

communication scholars Everett Rogers and Judith Larsen lambasted “Silicon Valley Man” as 

exhibiting “an almost complete lack of concern for social, civic, or charitable activities. He is of 

single-minded devotion to self-interest at the expense of the common good.”8 ”There’s a view 

that there’s a lot of people out there with a ton of money,” Three years later the Times returned to 

the theme, quoting Steven J. Tedesco, executive vice president of the San Jose Chamber of 

Commerce. “They’re willing to spend . . . on Mercedes and Ferraris but not on Y.M.C.A.’s and 

crippled children.”9 Popular media accounts, like Mother Jones’ 1983 expose on Silicon Valley, 

tarred the region as one of cold hearts, devoid of the noblesse oblige practiced by their industrial 

predecessors. “At least men like Carnegie, Rockefeller and Ford,” wrote David Talbot, 

“understood the social functions of philanthropy.”10 
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While the charges against the wealthy of Silicon Valley were often moralizing and 

personal, data suggested that the region did give less as a proportion of its wealth than elsewhere. 

A 1986 survey ranked Santa Clara County 51 out of 60 in terms of how many dollars the county 

spent on charity.11 A year later, a United Way study ranked 60 communities in the United States 

based on the percentage of disposable income residents contributed to charity: Santa Clara 

County placed 49th. “Those who are wealthy,” Thomas Vais concluded, “are not giving their 

money away.”12 A study by the Community Foundation of Santa Clara County noted a slight 

uptick in nonprofit fundraising in 1990, but its author, a Stanford MBA, still concluded that 

“when you look around, you still see all this wealth and so much need.”13 Some non-profit 

organizations, such as the YMCA of Silicon Valley, succeeded “despite the tech companies,” 

because they enjoyed support from older donors, such as the Packard Foundation.14 Reflecting 

on his experience in the Valley, a senior venture capitalist concluded that “this whole 

community—venture capitalists, entrepreneurs in large companies--were doing nothing for the 

local community at all, almost nothing.”15 

 
 

11 Diane Louise Scher, “Those Who Give from the Heart: Meet the ‘charity champions’ 

of Silicon Valley” San Jose Magazine (April, 1989), 29. William Hewlett (M1995). Dept. of 

Special Collections and University Archives, Stanford University Libraries, Stanford, Calif. 
12 Andrew Pollack, “Silicon Valley Fights its Stingy Image” The New York Times (Feb. 

23, 1987), A12. 
13 Lisa Lapin, “Charity Starting at Home But Rich Still a Bit Stingy, Report Finds” 

Mercury News (Oct. 31, 1990), 1B. Donna Jacobson, a Stanford University master’s of business 

administration candidate, conducted the study, surveying 329 individual donors and 50 local 

non-profit agencies. It is possible to speculate that part of the increase Jacobson found in giving 

owed to her inclusion of contributions to education. The United Way did not principally survey 

contributions to institutions like higher education in its reports. However, in the same article 

Thomas Vais, president of the United Way of Santa Clara County, did conclude that “there has 

been an improving trend.” 
14 Anonymous interview with author. (August 6, 2019) 
15 Gibson S. Myers interviewed by Sally Smith Hughes, PhD, “Early Bay Area Venture 

Capitalists: Shaping the Economy and Business Landscape” UC Berkeley, Regional Oral History 

Office (2008), 61. 



84  

This chapter accounts for the political and economic factors that made Silicon Valley a 

region of reluctant givers, which moralistic explanations—accusations, for example, that high- 

tech entrepreneurs were simply greedy or callous—overlook. A small number of wealthy people 

in the region were transparent in their hostility to giving and saw no reason to distribute their 

wealth to the less fortunate, but those conspicuous examples overlook a set of larger, and often 

more complicated impediments to the growth of traditional philanthropy in Silicon Valley. 

Moreover, arguments that attribute the region’s low-levels of giving between the 1970s and 

1980s to moral shortcomings cannot provide an adequate explanation for why, in subsequent 

decades, the region became a hotbed of philanthropic innovation and giving. The same factors 

that dampened expressions of philanthropy also later contributed to novel forms of organized 

giving. 

“Stingy Valley” was the product of multiple factors, both local and national, which made 

the wealthy uninterested in philanthropy as practiced by San Francisco’s elite. The character of 

Silicon Valley’s industry between the 1970s and 1980s—namely, entrepreneur’s increasing use 

of venture capital rather government contracts alone and the decline of organized labor— 

incentivized companies to focus on realizing fast profits, rather than building companies with 

long-term commitments to employees and to the local region. In addition, the socio-economic 

demographics of Silicon Valley cut against the development of a strong ethic of local giving. The 

region’s entrepreneurs, and the employees they hired, were often young, from outside the region, 

moved from job to job, and were unfamiliar with great wealth or traditions of philanthropy. 

Together these factors stymied the development of a commitment to local giving in Silicon 

Valley, even as fortunes continued to grow in the era of personal computing. 
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However, while there is sparse evidence of philanthropy in Silicon Valley similar to that 

practiced by San Francisco’s elite, the same factors that inhibited such forms of philanthropy 

also led to the development of distinctive ways of thinking about giving, ones that coalesced in 

organized form in successive decades. An amalgam of counter-cultural and anti-aristocratic 

sensibilities, the nascent Silicon Valley philanthropy was one that extolled meritocratic 

achievement—of individuals striving to better themselves--but which scorned public institutions, 

bureaucrats, and the pretensions of wealthy elites, including their practice of noblesse oblige. 

The generation that made its wealth in the era of microchips and personal computers, one in 

which large corporations as well as the federal government sank into public disrepute, considered 

the tools produced by high-tech industry in themselves a form of philanthropy. The computer, 

they claimed, was a revolt against the established order, allowing individuals the freedom to 

improve themselves, and, with time, its creators would imagine forms of philanthropy that 

departed from established practice as well. 

 
The Philanthropy of Revolting Elites 

 

 

Whereas the philanthropists of San Francisco often hailed from elite families with strong 

traditions of stewarding resources for the less fortunate, the wealthy of Silicon Valley often 

recoiled at elitism and its inferred responsibilities of noblesse oblige. The entrepreneurs of the 

high-tech region had few of the markings of a local elite: they had not inherited great wealth, 

prided themselves on technical achievement and the creation of their own companies, and had no 

strong local loyalties, having often hailed from elsewhere. In addition, the political and economic 

context in which Silicon Valley’s entrepreneurs accumulated their wealth inspired in them a 

rhetorical commitment to anti-establishment ideas, including criticisms of aristocratic 
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pretensions and the complacency of large corporations. They espoused equality of opportunity— 

a meritocracy of intellect—rather than one of inherited privilege and paternalism. Silicon 

Valley’s affluent belonged to what the historian Christopher Lasch described in 1995 as an elite 

that revolted against the conventional features and obligations associated with their class.16 

Likewise, their sense of philanthropy expressed a commitment to rewarding meritocratic 

achievement, not notions of social obligation to the poor or to local community. 

Long before the journalist Don Hoefler coined the term “Silicon Valley” in 1971, and 

longer still before nonprofit organizations decried “Stingy Valley” in the 1980s, the region south 

of San Francisco had few elites altogether—it was a sparsely populated region given over to 

agricultural production.17 Apricot orchards and canneries, rather than semiconductor fabrication 

plants and corporate campuses, dominated the landscape of Santa Clara Valley well into the 

1940s.18 However, a flood of federal defense spending flowed to California’s electronics 

industries during and after World War II.19 Moreover, the philanthropy of an earlier era helped 
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the region transform federal defense spending into the foundation for a technology centered 

economy. In 1885, Leland Stanford, a railroad tycoon, and his wife, Jane Stanford, established 

Stanford University in the genteel town of Palo Alto. Federal research funds during the Cold 

War, and the determination of electrical engineering professor, Frederick Terman, to forge 

partnerships between the university and local industries, transformed Stanford into an incubator 

of research and development.20 

William R. Hewlett and David Packard, the earliest philanthropists associated with the 

Bay Area’s tech industry, learned engineering under Terman at Stanford. With Terman’s 

support, Hewlett and Packard created Hewlett-Packard Company in 1939, using Hewlett’s 

garage in Palo Alto as their first business office. In time, Hewlett-Packard, colloquially known as 

HP, moved from the development of oscillators and vacuum-tubes in the 1940s to 

semiconductors in the late 1950s, becoming one of the more successful electronics companies in 

the region. HP introduced policies of corporate welfare at their plants, a policy that the historian 

Christopher Lécuyer finds was characteristic of the San Francisco Bay Area’s electronics 

industry.21 The distinctive strength of organized labor in San Francisco, and its organizers 

eagerness to make inroads in the Bay Area’s southern peninsula, spurred Hewlett-Packard and 

other electronics’ companies to devise methods of retaining their employee’s loyalty.22 The “HP 
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Way” was one instance of corporatism in the early electronics industry, a management style that 

provided employees recreational benefits, participation in upper level decisions, and bonuses tied 

to Hewlett-Packard’s manufacturing output.23 

In addition, Hewlett-Packard eschewed traditional markers of workplace hierarchy, 

encouraging open office doors, unstructured management, or “management by wandering,” and 

workplace sociability between lower and higher level employees. When asked about how 

Hewlett-Packard made its products by a member of the Soviet Union’s State Committee for 

Science and Technology, William Hewlett stressed the importance of the company’s 

“management philosophy”—“[we] give our managers as much freedom as possible”—and its 

commitment to being a “good corporate citizen.”24 Other early electronics entrepreneurs, most of 

whom were Stanford graduates and more familiar with laboratories than corporate offices, shared 

this commitment to “ideals of professional autonomy and social responsibility.”25 The primacy 

that Hewlett-Packard placed on softening workplace hierarchies among the professional 

employees, as well as the company’s promotion of business as an agent of social good, would 

echo in the anti-establishment ethos of later Silicon Valley entrepreneurs. 26 

Hewlett and Packard were active participants in the San Francisco Bay Area’s civic life 

and became noted philanthropists. Both men enjoyed camping, purchased land in Santa Cruz for 

their employees to pursue outdoor recreation, and became sponsors of a number of conservation 
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organizations.27 Hewlett and Packard’s shared commitment to conserving natural resources was 

ironic, as HP and other electronics companies contributed to making the Santa Clara Valley one 

of the most toxic regions of the United States.28 Nonetheless, following well-established paths to 

philanthropy, both Packard and Hewlett dedicated themselves to giving away parts of their 

fortunes late in their careers, creating large foundations in their names in 1964 and 1966 

respectively. Much of the philanthropy of Packard and Hewlett reflected established trends in 

philanthropy. Each donor used the well-established institutional form of the foundation, each 

initially governed their foundations with their family to realize their personal giving preferences, 

and only after Hewlett and Packard’s retirement did either foundation become well-staffed with 

the capacity to give in large sums.29 

One of William Hewlett’s earliest experiences with organized philanthropy was as a 

trustee of the San Francisco Foundation from 1962 to 1970, which prepared him for the creation 

of his own foundation in 1966. The W.R. Hewlett Foundation was a family operation until 1972, 

when the foundation appointed two non-family board members. In response to growing number 
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of requests, Hewlett appointed John R. May, the former executive director of the San Francisco 

Foundation, to temporarily lead the W.R. Hewlett Foundation. In its first ten years of operation, 

the foundation directed much of its funding to local institutions of higher education, including 

Stanford University and the University of California, Berkeley.30 After Flora Lamson, Hewlett’s 

wife, passed away in 1977, Roger W. Heyns, the former chancellor of the University of 

California, Berkeley, took the place of John R. May as executive director. In accordance with 

William Hewlett’s directives, Heyns operated the foundation akin to the New York City based 

A.W. Mellon Foundation, adopting Mellon’s use of a small, expert staff and the practice of 

granting wide discretion to beneficiaries.31 

Hewlett and Packard may have been unexceptional relative to wealthy donors elsewhere 

in the United States, sharing institutional experience and ideas with San Francisco and New 

York’s philanthropists, but they did remain the exception to the charge that Silicon Valley was 

ungenerous. But Hewlett and Packard were also exceptions from the previous generation, born at 

the start of the twentieth century.32 The generation of high-tech entrepreneurs that were children 

of the 1960s did not find in Hewlett and Packard a ready model to emulate, and they did not see 

in other traditional vehicles of philanthropy a means to express their sense of philanthropy—if 

they had one. Changes in high-tech businesses and the socio-economic character of 

entrepreneurs help explain part of the disjuncture between a younger and supposedly stringier 
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cyber-rich, and those few that preceded them and who remained committed to classical forms of 

philanthropy. 

Several intersecting factors shaped the second wave of entrepreneurship in Silicon Valley 

during the 1970s and 1980s, which in subtle fashion also affected how that generation imagined 

philanthropy and their more general obligations to others. At one level, changes in the character 

of the electronics industry, including the growing prominence of venture capital in backing start- 

ups, accelerated the rate at which entrepreneurs became wealthy, but also stymied an 

understanding of that wealth as surplus to be given away. The young age of successful 

entrepreneurs, moreover, made them reluctant to dedicate time to philanthropy, as did their 

unfamiliarity with any local tradition of private giving. At another level, the meritocratic 

ideology by which Silicon Valley justified its concentrated wealth, developed in a context of 

growing anti-statism and distrust of corporate business, made wealthy entrepreneurs unwilling 

to adopt the usual pretensions of the upper class, including any sense of inferred responsibility to 

the needy. 

Changes in the financing of high-tech companies—namely, the introduction of venture 

capital in addition to continued federal contracts—facilitated a shift from what Christopher 

Lécuyer describes as the corporatism introduced by the electronics industry in the 1930s to 

companies more focused on rapid realizations of profit. The federal government had long served 

as the region’s most important patron, enlisting components produced by electronics companies 

in World War II and the subsequent Cold War. In such a context, the work of entrepreneurs 

wove together enrichment and service to the public good by maintaining the nation’s national 

security. In the early 1960s, however, Secretary of Defense Robert McNamara streamlined 

defense procurements, initiating a defense build-down that the San Francisco Peninsula referred 
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to as the “McNamara depression.” The loss of government monies compelled firms to make 

existential choices, including cutting corporate welfare, merging, and orienting their firms 

towards the civilian market.33 

As the government’s presence in the Peninsula changed, entrepreneurs entered into close 

alliances with private investors and, in doing so, ran their companies less as long-lasting social 

institutions and more as short-term profit makers. Investment capital made available by venture 

capital firms helped accomplish this shift in norms, arriving in the San Francisco Bay Area first 

in 1959 and then blossoming in the shadow of the McNamara depression.34 The funding 

opportunities--and constraints--posed by venture capitalists were dissimilar from government 

contracts. In particular, venture capitalists who put up funds in exchange for shares in start-ups 

expected to liquidate their investment within an established timeframe, typically when the 

company went public or became acquired by another business. Such practices helped produce a 

dizzying array of electronics companies in the 1970s and 1980s, as engineers, lured by the 

prospect of quick profits, left companies to start their own.35 Founders of an earlier era, by 

contrast, distrusted outside investors and financiers, and were slow to organize an initial public 

offering on the stock market.36 Hewlett-Packard, for example, did not go public until 1957, 

which was ten years after the company was formally founded. By contrast, Intel, founded in 
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1968, went public in just two years. The urgency to meet the expectation of investors changed 

business behavior. For example, in 1986 The New York Times reported that the pressure to meet 

quarterly revenue targets compelled Daisy Systems Corporation, “a Silicon Valley computer 

maker,” to rush products to market even when they were incomplete. "Other times it meant 

forgetting to include floppy disks,” the article continued, “or other vital parts.37 By asking 

companies to grow fast and appeal to Wall Street, however, venture capitalists could also 

generate enormous profits.38 

Venture capital investors not only underwrote large and rapid profits, they also subtly 

changed the way in which entrepreneurs and their employees understood wealth. In order to 

attract top talent in a region renowned for occupational mobility, and align the employee’s 

interest with those of their employer, founders and their venture capital backers provided 

employees stock options. The New York Times reported in 1983 that young engineers and 

secretaries were often paid in equity, prompting many to pour “over The Wall Street Journal” in 

company cafeterias. 39 Stock options were not liquid, however, and their possessors understood 

them as the promise of future income rather than as stable sums of surplus wealth that they could 

donate to philanthropic causes. 

Even after companies went public and produced multiple millionaires, founders often 

reinvested their earnings in the stock market or in expanding their businesses.40 “I don’t have any 
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real money to speak of--just paper,” explained Colin Hunter, a 33 year old founder of a Palo Alto 

software company.41 In her 1984 ethnography of Silicon Valley’s “computer people,” Kathleen 

L. Gregory found that many in Silicon Valley were “cash poor but asset rich.”42 Outside of 

providing stock options, high-tech companies also rewarded management based on their 

performance, a fact that some celebrated as an affirmation of merit. A human resource director 

for an unnamed Silicon Valley electronics company explained that “We do not have a service 

awards program. There are no pins or watches for being able to stay around. We believe people 

work for money, and we give them a chance to make it.” Demonstrating the inegalitarian quality 

of meritocratic benefits, lower-level managers, however, were often exempt from such 

performance bonuses, despite their contributions.43 

In addition, those who realized fortunes after companies went public could be both young 

and unfamiliar with great wealth. Reports of Silicon Valley’s successful public offerings often 

underlined both the large size of the fortunes as well as their immediacy. The regional press 

produced a regular story line of young millionaires’ problems with spending their wealth.44 

Regis McKenna, Silicon Valley’s most famous public relations person, said that the founders of 

successful businesses were not “wealthy to begin with.” He argued that the affluent in Silicon 

Valley “haven’t grasped the reality of” their wealth. 45 Still others noted that the high-tech 
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companies were young themselves, the semiconductor industry only blossoming in the 1970s. 

"The semiconductor industry is a relatively new one," explained Advanced Micro Devices’ 

corporate contribution manager in 1983, "and has little established tradition of philanthropy."46 

As late as 1991, Thomas Vais, recently retired from the United Way of Santa Clara County, 

reported that “many communities and corporations [in Silicon Valley] are still growing and 

maturing and that breaks down the spirit of belonging."47 

The accounts of Silicon Valley’s youth and inexperience with large fortunes reflected the 

region’s distinctiveness—and why it appeared to give less than elsewhere. Elite families in San 

Francisco raised their children to be stewards of the Bay Area, passed on their fortunes and 

businesses, and celebrated their long history in the region. By contrast, those who made their 

fortunes in Silicon Valley were less familiar with traditions of stewardship. They were also 

young, reluctant to understand themselves as entering the phase of their life where they retired 

from business to become donors—the path that Hewlett and Packard had walked before them as 

older men. While well regarded for his philanthropy, Hewlett did not dedicate his life to giving 

away his personal fortune until he was 53. Steve Jobs, co-founder of Apple, became a millionaire 

at 23 in 1978. He was unlikely to consider diverting his time to give away his wealth at such a 

young age. 48 In a 1985 interview, Jobs expressed the conviction that he would like to give back, 
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but that he would take up philanthropic activity “when I have some time.” Time, not money, he 

added, was his most precious resource.49 

The arguments by which Silicon Valley’s entrepreneurs, marketers, and commentators 

justified the region’s inordinate wealth also cut against standard claims for philanthropy, 

including moral obligations of the elite to give back to their community. In particular, Silicon 

Valley’s wealthy embraced an anti-establishment and meritocratic rhetoric in the 1970s, which 

grew out of the era’s particular political and economic context.50 During the 1970s, as the 

historian Jefferson Cowie argues, the working class in the United States felt the sharp edge of 

economic and political transformations that deprived many of the secure futures associated with 

strong unions, expanding domestic industrial production, and Old Left politics.51 During the 

“pivotal decade” of the 1970s, the historian Judith Stein suggests, successive economic crises 

discredited New Deal Keysianism, while domestic manufacturing gave way to the growth of 

finance. In a transformation presided over by inept politicians pursuing policies that most hurt 

workers, Stein writes, the anti-establishment politics of the New Left  further discredited 
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organized labor.52 Silicon Valley’s entrepreneurs and industries were not removed from the 

tumult of the 1970s, but became one of the chief beneficiaries of the new order, one in which 

finance and technology captured an increasing share of the nation’s wealth. Silicon Valley in 

turn justified its good fortune as the culmination of technical achievement, individual freedom, 

and hard-won talent. Viewing the decline of industrial manufacturing as inevitable, and 

embracing the New Left’s non-conformist and anti-establishment rhetoric, Silicon Valley 

entrepreneurs synthesized a myth of meritocracy to justify their great wealth and preeminent 

position in the American economy. The alignment of the region’s philanthropy with the 

emergent ideology of meritocracy took time to develop new institutional forms. 

Local factors may have made Silicon Valley particularly receptive to meritocratic 

mythmaking. Hewlett and Packard, while lifelong Republicans, had joined other electronics 

companies in sponsoring less hierarchical management practices that promoted scientific 

autonomy and a local culture of amateur engineering that predated their firms. But anti- 

establishment or countercultural ideas flowed into Silicon Valley companies with even greater 

force in the 1970s from nearby San Francisco and Berkeley. On their surface, inhabitants of 

neither San Francisco’s Height Ashbury nor Berkeley’s Telegraph Hill resembled those who 

lived and worked in Santa Clara county’s suburbs and office parks. Flower power hippies 

experimented with abolishing private property, while tech entrepreneurs organized their 

companies for the largest possible initial public offering on the stock markets. And where the 

counterculture protested war and the military-industrial complex, Silicon Valley continued to 

make profits from federal defense related spending. 
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Yet, as the historian Theodore Roszak and the communications scholar Frank Turner 

argue, Silicon Valley businesses appropriated countercultural ideas to imagine technology as 

disrupting hierarchy. Such ideas could be found in the home computer clubs of the 1970s, where 

figures like Steve Jobs cut their teeth building primitive personal computers. They “[resembled] 

a sort of primitive cottage industry,” where “work could be done out of attics and garages with 

simple means and lots of brains.” Club members thought of themselves as the antidote to 

bureaucracy and major corporations, “outflanking the lumbering giants of the industry,” while 

realizing a “post-industrial promise land” of self-reliant citizens.53 Hobbyists-turned- 

entrepreneurs imagined that they created technologies of the future, which could realize a 

nostalgic land of rugged individuals freed from the dictates of government or corporations.54 

Silicon Valley’s entrepreneurs persuaded themselves that they were not motivated by 

money, but by the joy of practicing their superior talents. IBM, or “Big Blue” as tech people 

called it, might have been about base profit-making, but Silicon Valley was about making the 

world better—it was about creating the computers, software, and devices that would improve 

society. Wealth was highly visible in the region, but the press circulated, a narrative of the 

ascetic innovator. “They’re not flamboyant,” a venture capitalist from Dallas explained of tech 

workers in 1984. “Their heads don’t get turned by money. They’re interested in challenge and 

opportunity.55 “It wasn’t a quest for fame and fortune that drove us in those early years of 

isolation and struggle,” reflected Jerry Sanders, who founded Advanced Micro Devices in 1969. 
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“It was passion—a passion to develop, proliferate, and evangelize technology to empower people 

everywhere to lead more productive lives.”56 Others noted that as a professional class, high-tech 

educated professionals--what some demographers called “gold-collar workers”--were more 

interested in “discussing RAM capability” than “the latest fashion trends.”57 In a 1984 

interview, Steve Jobs echoed Sanders. “To hear Jobs tell it,” Playboy reported, “the money isn’t 

even half the story, especially since he does not spend it very lavishly—and, indeed, claims to 

have very little time for social life. He is on a mission, preaching for the Gospel of salvation 

through the personal computer—preferably one manufactured by Apple.”58 

Some entrepreneurs relished a new Darwinian outlook, cultivating reputations for 

callousness. Charles Sporck, head of the National Semiconductor Company, explained in 1983 

that future would be one of “high-tech companies . . . made up of skilled, highly paid employees- 

-the kind who are very difficult to unionize.” Those unskilled and low-skilled jobs “will be 

automated out,” he said. If the United States failed to support high-tech enterprises, the outcomes 

would be far worse than layoffs for unskileld workers. Raising the specter of harder working 

nations, Sporck predicted “we [won’t] survive.” Others viewed poverty as the result of an 

individual’s own inability to achieve worthwhile talents. Seymour Rubinstein, chairman of the 

board of MicroPro, casually observed that “Yes, there is suffering in our society--the people who 

don’t perform suffer. But that’s part of the motivation upon which you create the basis to 

succeed.” In an interview with Mother Jones, Rubinstein regressed into a social darwinist 
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fantasy, suggesting that the United States dispose of those “who screw up” as the Japanese or 

Inuit did. “When their old people lost their teeth,” Rubinstein recalled of the “Eskimo,” “they 

were simply put out on an ice floe to die.” “A successful society can’t afford to take care of 

every problem,” he continued. “Some people must suffer to serve as an example to others.”59 

Nolan Bushnell, founder of Atari and a self-described anarchist, also expressed little pity for the 

jobs lost due to technological change. “Every time you destroy jobs, you increase the welfare of 

the nation,” Bushnell told a Stanford University business conference in 1983. Bushnell described 

jobs as “a transitory phenomenon.”60 

Journalists and marketers picked up on the image of the region as a meritocratic frontier, 

one freed from the paternalism of East Coast corporations and the government. “People don’t 

come to Silicon Valley for the pension plans,” explained a marketing manager for one of Silicon 

Valley’s largest semiconductor companies. “This is where the winners are. Job security and 

lifelong loyalty to a single company don’t exist here, for the most part. You still see some 

attitudes in Europe and Japan, and even back East.” With a note of derision, the manager 

concluded. “It’s fine for the steel industry, but it won’t wash here.”61 Newsweek reported that 

“What the lords of Silicon Valley are forging is a kind of egalitarian meritocracy where 

competence is king, financial and psychic risks are shared and individuals—from the most senior 

vice president to the lowliest technician—are held strictly accountable for their actions.”62 

“Meritocracy reigns supreme in Silicon Valley and that means knowing what you are doing,” 

reported a study of Silicon Valley in 1984. “It’s not who you know, or who your parents were, or 
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where you went to school, or what clubs you belong to, it’s what you know; intelligence is 

mandatory.”63 The usual pretensions of elite classes, it seemed, had little fertile soil to grow in 

Silicon Valley. 

Pronunciations about Silicon Valley as a society of equality of opportunity, however, 

glossed over inequalities of compensation and working conditions that affected how people 

engaged in private giving. A large segment of Silicon Valley’s workforce failed to enjoy due 

compensation for their work, and in their often precarious and temporary labor, were less likely 

to contribute to workplace charity drives or develop strong roots in Silicon Valley. Technology 

companies, unlike industrial manufacturers elsewhere in the United States, relied heavily on 

temporary workers rather than permanent employees. “Though it paid a lot of lip service to 

automation,” the historian Louis Hyman argues, “Silicon Valley truly relied upon a transient 

workforce of workers outside of traditional labor relations.” Hyman notes that by 1984, twenty 

percent of electronics firms “had no production automation, and 94 percent of firms had less than 

half.” Electronics companies instead outsourced work to temp agencies, hiring migrant workers 

by the day, or making use of other contingent and often precarious labor. 64 The labor market 

analyst Donald Mayall observed this trend as early as 1984, noting that Santa Clara County had 

“the highest number of temporary workers of any area in the country.”65 
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Even if workers enjoyed the prospect of job mobility—an engineer, for example, who 

found a better paying job elsewhere—temporary and shifting employment likely contributed to 

lower levels of local giving and civic participation. According to an American Electronics 

Association survey, the average industry turnover rate in 1980 was 26 percent, or twice the 

national average. Engineers, the report added, only averaged two years at any one company. 66 

By 1984, the phenomena of rootless tech workers grew pronounced enough for the Chicago 

Tribune to describe them as a “new breed” of workers across the nation, “high-tech nomads” 

who felt little affinity to the area where they live” did not “make any sort of community 

contribution.” “They’re not joiners,” explained Ruth Clark, a trend-tracker for Clark, Martire and 

Bartolomeo, an opinion research company in New York. They “don’t join the PTA or get 

involved in local politics.” High tech-nomads were not isolated to Silicon Valley, but moved to 

“where the action is,” bouncing between California, the Silicon Prairie of Texas to Route 128 in 

Massachusetts.67 

The lack of stable and unionized labor, as well as turnover in the managerial ranks, 

diminished the viability of workplace contribution campaigns, such as the United Way, which 

principally channeled wealth to human service organizations. As Benjamin Soskis argues, “the 

model of the single corporate headquarters with deep ties to particular communities had served 

as a lynchpin of traditional workplace giving,” but this “model gave way to offices with much 

weaker local ties and weaker relationships with local charity federations” such as the United 

Way. Soskis attributes this transformation, in part, to the proliferation of small and mid-sized 
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firms that supplemented their core staff with temporary workers—a model spearheaded in 

Silicon Valley.68 These businesses stood in contrast to the large, unionized companies that had 

historically granted the United Way a monopoly over workplace fundraising.69 Silicon Valley’s 

lean firms relied on temporary workers, who were “deliberately detached from corporate culture 

and from workplace benefits,” and had “a very different relationship to workplace giving.”70 In 

particular, temporary workers neither held strong attachment to the physical location of their 

work, nor enjoyed as many opportunities to cultivate the “sociability and solidarity” that were 

conducive to workplace giving.71 Unlike the Hewlett-Packard engineer who could count on both 

steady income as well as the regular United Way fund drive in support of their community, 

temporary workers were both underpaid and untethered from their places of work.72 

The compensation arrangements that the rhetoric of meritocracy justified may have 

stymied traditional modes of giving, but the rhetorical commitment of electronics companies to 

equality of opportunity—however often they violated it in practice—also helped produce a 

distinctive sense of philanthropy focused on the cultivation of talent as a solution to poverty. 
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Higher education, in particular, fared well with Silicon Valley donors. Ruth Clark, a trend- 

tracker for Clark, Martire and Bartolomeo, noted that people in tech were not inclined to 

participate in politics and that they were “not joiners,” but they did prize education. “You find a 

greater emphasis on education, especially in the sciences,” she reported in 1984.73 A nonprofit 

executive director, who oversaw volunteer food drives with South Bay companies since 1984, 

explained that food banks persuaded those like Apple Computers to support their work by 

linking hunger to poor education outcomes. By going hungry, she explained, students would 

have a harder time learning.74 

Business enterprises in high-technology, moreover, required trained and educated 

workers, which in turn required robust local schools. Some found this a compelling reason to 

continue to sustain educational institutions.75 But this preference was more limited to older 

firms, such as Hewlett-Packard, and not the new breed of semiconductor companies. In 1981, for 

example, Joel P. Smith, the Vice President for Development at Stanford University, noted that 

the large high-technology companies were the second greatest source of major gifts (over 

$100,000) to Stanford behind inherited wealth. But “despite the immense influence of Stanford's 

School of Engineering in spawning high-technology growth locally, and the number of high- 

technology leaders with Stanford ties,” he explained, “there were few significant gifts from 

younger, still-maturing companies, or from high-technology entrepreneurs."76 Smith, however, 
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encouraged the Development Office to focus on technology’s new money. “While current 

propensity to give, based on evidence to date, is not high, with proper cultivation they can be of 

great future importance. The spadework should be underway now."77 By 1983, moreover, 

Stanford’s Development Office committed fundraising time and research to target both the 

region’s high-tech companies and its venture capitalists.78 

Perhaps no other figure remains an exemplar of stingy valley than Steve Jobs, co-founder 

of Apple Computers, but he too engaged in a form of philanthropy that registered a commitment 

to meritocracy and scorn for traditional expressions of elite paternalism. Shortly before and after 

Job’s death in 2011, commentators tried to make sense of Job’s absence of public giving and 

whether his apparent lack of commitment to philanthropy diminished his legacy.79 “Steve Jobs is 

a genius. He is an innovator. A visionary. He is perhaps the most beloved billionaire in the 

world,” gushed Andrew Ross Sorkin in a 2011 article. “Surprisingly, there is one thing that Mr. 

Jobs is not, at least not yet: a prominent philanthropist.”80 A focus on Job’s failure to adopt 

 

 
 

University, Office of Development, Records (SC0319). Dept. of Special Collections and 

University Archives, Stanford University Libraries, Stanford, Calif. 
77 Joel P. Smith to Participants in the Volunteer-Staff Long Range Planning Discussion, 

December 3, 1980 (March, 10, 1981), 4. Box 7, Folder 55: "Fundraising in the 80s" Stanford 

University, Office of Development Records (SC0319). Dept. of Special Collections and 

University Archives, Stanford University Libraries, Stanford, Calif. 
78 “Venture Capitalists Staff Version,” Box 7, Foder 23: "Venture Capitalists" Stanford 

University, Office of Development, Records (SC0319). Dept. of Special Collections and 

University Archives, Stanford University Libraries, Stanford, Calif. 
79 Dan Pallota, “Steve Jobs, World’s Greatest Philanthropist” The Harvard Business 

Review (September 2, 2011) ,https://hbr.org/2011/09/steve-jobs-worlds-greatest-phi.html; Lara 

Hoffman, “The Charity of Steve Jobs” Forbes (October 6, 2011) , 

https://www.forbes.com/sites/larahoffmans/2011/10/06/the-charity-of-steve-jobs/; Caroline 

Preston, “Steve Jobs Found Much to Dislike About Philanthropy” The Chronicle of Philanthropy 

(October 26, 2011) 
80 Andrew Ross Sorkin, “The Mystery of Steve Job’s Public Giving” The New York 

Times (August 29, 2011) , https://dealbook.nytimes.com/2011/08/29/the-mystery-of-steve-jobss- 

public- 

http://www.forbes.com/sites/larahoffmans/2011/10/06/the-charity-of-steve-jobs/%3B


106  

traditional models of philanthropy, however, overlooks his earlier efforts to give in ways that 

accorded with Silicon Valley’s meritocratic mythmaking. 

In the first half of the 1980s, Jobs spearheaded a campaign to expand the charitable 

deduction electronics companies could claim by donating computers to educational institutions.81 

Business enterprises could donate scientific instruments, such as computers, to universities for 

educational and research purposes and claim a charitable tax credit. But as Jobs explained in an 

oral history interview in 1995, “We thought if we could apply that law, enhance it a little bit to 

extend it down to K through 8 and remove the research requirement so it was just educational, 

then we could give a hundred thousand computers away, one to each school in America and it 

would cost our company ten million dollars which was a lot of money to us at that time but it 

was less than a hundred million dollars if we didn’t have that.”82 

In a harbinger of the latter attempts by Silicon Valley’s wealthy to reform education, Jobs 

and other technology entrepreneurs worked closely with the Democratic Party to support their 

goals, each sharing the conviction that the nation’s future resided in supporting technological 

enterprise in public and private schools. Jobs, who in 1983 referred to California Governor Jerry 

Brown as “a guru” and kept Brown’s portrait in his Las Gatos home, began his campaign to 

expand the charitable deduction at the federal level in California.83 Brown, a self-described 

“New Democrat,” along with David Packard, William Hewlett, Charles Spork, and other 
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representatives of Silicon Valley, created the California Commission on Industrial Innovation to 

lobby for subsidies for electronics industries and for educational reform. Facing severe budget 

cuts—an outcome exacerbated by the passage of Proposition 13 in 1978, which changed how the 

state collected property taxes—Brown and the commission argued that California needed to 

direct the state’s educational system towards training students for jobs in the electronics 

industry.84 “California’s most important challenge today is to retool its educational systems to 

meet the demands of an economy where less becomes more through the efficiency of high 

technology,” Brown argued. “Our goal must be to ensure that Californians are trained and 

educated for the work environment that is now being improved and radically restructured by the 

new information technologies.”85 

While acknowledging the crisis of federal and state funding for education, the 

commission charged that California and the nation needed to engage in a large scale campaign of 

education funding—akin to that of the National Defense Education Act of 1958 that had helped 

close the technology gap between the US and the Soviet Union—or the United States risked 

mass unemployment as old industries fell to the demands of “the new technologies.” The 

commission did not, however, wish to support the “status-quo”—of community colleges, for 

example, that used funds to teach vocational training for jobs that technology would make 

irrelevant—but wished to sponsor “reforms” that promoted “technological literacy.”86 

The Commission hoped that the federal government would pass a law amending the tax 

code to expand the charitable deduction for computer donations, but they confronted multiple 
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obstacles. In 1982, just before the commission published its recommendations, Jobs “walked the 

halls of Congress for about two weeks” to lobby on behalf of H.R. 5573, the Computer 

Equipment Contribution Act, a bill introduced by Representatives Fortney H. “Pete” Stark (D- 

CA), Don Edwards (D-CA), George Miller (D-CA), and James M. Shannon (D-MA).87 Jobs 

referred to H.R. 5573 as “The Kids Can’t Wait Bill”, a slogan he emblazoned on buttons 

alongside Apple’s logo and then gave away at educational conferences.88 In congressional 

testimony, Jobs argued that “the state of technological education in the United States is 

disturbing,” warning that the nation’s production of skilled engineers felt far behind those of 

other nations.89 The bill passed the house 323-62, despite criticism that Apple’s motives were 

mere self-enrichment, but the bill never reached the floor of the Senate due to a lame duck 

session.90 Despite repeated efforts, the bill failed to pass at the federal level.91 In September 

1982, however, Governor Jerry Brown signed into law the Computer Equipment Contribution 

Act, AB 3194 in California, which provided companies that donated computers to public and 

private schools a 25% tax credit on the fair market value of donated equipment. According to 

Creative Computer in 1983, Apple could provide a free Apple Iie personal computer system to 

every eligible elementary and secondary school in California at the cost of $1 million.92 
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Steve Job’s concerted effort to provide schools computer equipment may not have been a 

form of philanthropy akin to that practiced by San Francisco’s old elite, but Job’s focus on 

providing tools for students to help themselves demonstrated Silicon Valley’s emerging sense of 

giving. Jobs had been hands-on in designing and lobbying for the bills, worked closely with 

Democratic representatives in their passage, and saw in the promise of training students to 

develop skills useful for the technology industry a means of rewarding merit. Moreover, the bill 

demonstrated a blurring of the lines between business and philanthropy. Rather than create a 

foundation to donate to causes of personal interest to Jobs, Apple was itself the vehicle for 

delivering philanthropy in the form of donated equipment—an arrangement that also helped 

solidify Apple’s monopoly over the educational market. 

In their insistence that better education would resolve the nation’s urgent problems, Jobs 

and other Silicon Valley entrepreneurs attributed failures to achieve equality of opportunity to 

educational institutions rather to wealth and income distribution or the socio-economic context in 

which students lived and in which teachers worked. Upon reflection, Jobs admitted that 

computers and technology were “absolutely not” sufficient to ensure students greater 

opportunity, and that teachers were more critical determinants of whether young people became 

creative and successful. But Jobs’ celebration of teachers turned sour as he pondered why 

talented people—those who would otherwise make great educators—would prefer to work at 

Apple than teach. “The problem there of course is the unions. The unions are the worst thing that 

ever happened to education because it's not a meritocracy. It turns into a bureaucracy, which is 
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exactly what has happened. The teachers can't teach and administrators run the place and nobody 

can be fired. It's terrible.”93 

The crusade for meritocracy by reforming educational institutions became a hallmark of 

Silicon Valley philanthropy in successive decades, one advanced first by Jobs, and followed in 

later generations by Bill Gates, co-founder of Microsoft, John Doerr, a California venture 

capitalist, Mark Zuckerberg, co-founder of the social media company Facebook, and a host of 

other technology entrepreneurs and financiers.94 They shared a suspicion of teacher’s unions and 

worked closely, as Jobs had done in the 1980s, with Democrats who broke from the New Deal’s 

alliance with organized labor in favor of the meritocratic vision that valorized wealthy people 

and their corporations. 

 
 

Geographies of Merit 

 
 

“There is no geography in Silicon Valley… There is only stock options and electrons.” 

Thomas Friedman.95
 

 
 

The gradual development of a focus on education in the name of meritocratic 

achievement does not easily explain another feature of Silicon Valley entrepreneurs: their 
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seeming reluctance to give locally to the San Francisco Bay Area. One of the perennial criticisms 

of nonprofit organizations was that those who had succeeded in Silicon Valley’s electronic 

industries had little sense of local obligation. Nonprofits contended that Silicon Valley was a 

geographically bounded space, one that encompassed the Bay Area counties in which 

businesspeople worked and made their fortunes. They insisted, often in passionate terms, that 

those who most profited from the electronics industry had an obligation to return parts of their 

surplus wealth to the counties in which they and their families lived and worked. Yet place was 

often a fluid and broad concept for Silicon Valley’s most fortunate citizens, many of whom 

migrated from outside the San Francisco Bay Area and may have felt stronger affinities for 

people and places beyond the county limits. They belonged to communities of merit, global webs 

of cosmopolitan knowledge workers, rather than a specific geographic place. In addition, the way 

in which Silicon Valley’s business leaders—as well as their workers—navigated the landscape of 

the Bay Area removed them from the sight of poverty in ways not so possible for San 

Francisco’s elite. 

Part of the challenge for nonprofit organizations that insisted on a place specific sense of 

philanthropic obligation was that Silicon Valley had long been difficult to define in such terms, a 

confusion reflected in today’s scholarship as well. One way of mapping the region might be as a 

concentration of similar or interlinked industries, such as high-tech companies and venture 

capital firms. In 1993, Compass Maps released the first effort to create a geographically-bounded 

map of Silicon Valley using industry as a way to define borders. The map relied on the location 

of office parks and corporate headquarters, but some soon described Compass Maps final 

product as inadequate. High-tech companies often moved, either within the Bay Area or 

elsewhere, collapsed, or merged at such a rate that an industry-based map would be quickly 
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obsolete. “Trouble is,” reported the San Jose Mercury in 1999, “in a region that moves at the 

pace of technology, the map is now way out of date.” 96 At another level, moreover, an industry- 

based definition of Silicon Valley had in it the potential to extend across the globe, linking to 

companies that consciously modeled themselves after their predecessors in Santa Clara County. 

Others questioned a definition of the region moored to physical geography at all, insisting 

that Silicon Valley was a place defined by the exclusive knowledge and expertise of its 

entrepreneurs. “Defining Silicon Valley is more of a state of mind than a physical state,” 

explained Carl Guardino, president and CEO of the Silicon Valley Manufacturing Group. Regis 

McKenna, a public relations specialist who advised many Silicon Valley companies, helped 

popularize the idea that Silicon Valley was a “state of mind” by proffering the message to 

business periodicals. McKenna—a Silicon Valley booster—wished to promote the region’s 

distinctiveness as constituting more than physical space and infrastructure. The minds and spirit 

of Silicon Valley, difficult to replicate elsewhere, he argued, made the region distinctive. 97 

“Silicon Valley is not simply a geographic location,” an architectural critic explained, “but a kind 

of heightened industrial consciousness.”98 A “geographic definition” was “an outmoded 

concept,” argued Congressperson Ellen Tauscher, D-Walnut Creek. Tauscher represented one of 

many counties, including Petaluma, San Francisco, Hollister and Carmel—each outside Santa 

Clara and San Mateo counties—in which companies attached “Silicon Valley” to their names. 99 
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The confusion over how to place Silicon Valley also reflected the region’s rapid 

development and the character of its core industry, which posed a challenge for local nonprofit 

fundraisers who traditionally defined the community they expected donors to serve as being 

geographically bound. San Jose, the “capital of Silicon Valley,” was a dramatic instance of post- 

war urban growth. In 1950, about 95,000 people lived in San Jose, which encompassed some 17 

square miles—making the city much smaller than San Francisco or Oakland. By 1970, however, 

San Jose contained over 450,000 residents in “a crazy patchwork of 135 square miles.” Over a 

thousand annexations made San Jose “the Los Angeles of the north,” what “urbanists cite … as 

the archetypal slurb, a sprawling confusion of lookalike houses, shopping centers, and filling 

stations, crisscrossed by freeways that whiz shoppers and workers away from a once-bustling 

downtown business district.” Many of those who settled in Silicon Valley’s suburban towns were 

newcomers, moreover, arriving at a rate of 20,000 per year by 1970. 100 

The pattern of post-war urban development in Santa Clara County owed in large part to 

the electronics industry, producing a disjointed landscape of suburban towns that mitigated a 

strong sense of place. In that way, Silicon Valley was not unlike Orange County, a former 

agricultural region that blossomed into a dense agglomeration of suburbs after World War II as 

defense related jobs and state investments attracted new residents. As the historian Lisa McGirr 

notes, this pattern of growth fashioned a space almost out of irrigated orange groves in rapid 

time, attracting enterprising newcomers and shopping centers, but little in the way of community 

for the strangers that now composed the region.101 In Silicon Valley as well, residents reported a 
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sense of having little civic culture to join, which they attributed to the region’s geography as well 

as their lack of familiarity with its people and places. Whereas newcomers in Orange County 

built community in churches, those in high-tech Silicon Valley were notedly apathetic about 

organized religion.102 Anthony Perkins, a resident who created the Churchill Club in 1986, 

observed that “there’s a lot more continuity socially in San Francisco.” “In Silicon Valley, things 

are so spread out.” Perkins intended the Churchill Club to mirror that of San Francisco’s 

Commonwealth Club and serve as a “formal mechanism” to bring together the “tremendous 

influx of very bright, active, young people into the valley. 103 

What some perceived as the featurelessness of Silicon Valley--what the New York Times 

described less charitably as a “Capitalistic Siberia”--was a consequence of how the electronics 

industry operated.104 While some company buildings were lavish, including the IBM campus in 

San Jose, most engineering-based businesses were drab and utilitarian, avoiding substantial 

investments in the built space.105 Such architecture made sense in a region in which “a 
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company's cleverest employees would likely set off to pursue the next great idea with foreseeable 

frequency, or another company’s bright idea would make your product abruptly obsolete.”106 

Interchangeable buildings with minimal adornment and rented interior decorations and furniture 

served the ever-moving entrepreneur, who did not attach so much importance to investment in 

any one place. The cumulative effect, however, was to create a visually monotonous world, one 

where ranch homes blended into offices and plants designed to be inoffensive to suburban 

aesthetics and the dictates of tech mobility. In a 1983 Fortune article meant to help visitors 

“survive Silicon Valley,” Roy Rowan explained that “San Francisco it’s not, but the 

semiconductor capital offers an array of decent hotels and restaurants.” “My biggest problem in 

Silicon Valley,” he concluded, “turned out not to be getting well rested and well fed, but finding 

my way in the generally featureless landscape of look-alike computer plants and office plazas.” 

When outsiders and newcomers lost their way in Silicon Valley—and likened the region 

to Siberia—they failed to see the region’s definite geographies of class and profession. By the 

1970s, the tech industry proliferated throughout Santa Clara County, employing an ever larger 

number of its residents. The scholar AnnaLee Saxenian finds that the electronics industry 

“overwhelmingly concentrated” in Mountain View, Sunnyvale, Cupertino, and Santa Clara, all 

near Palo Alto and Stanford University. High-tech industries employed a relatively large number 

of non-production workers, engineers, scientists, and managers. In 1971, non-production workers 

composed 40% of the US semiconductor industry, compared with 16% in the automobile 
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industry. Those white-collar professionals settled disproportionately in the suburban 

developments in and around Palo Alto. By 1970, the electronics industry employed one out four 

workers in Palo Alto, one in five in Mountain View, one in nine in Sunnyvale, and one in seven 

in Santa Clara.107 

The electronics industry demanded lower-skilled workers as well, but they settled 

outside the white-collar suburban cities where the industry clustered its headquarters and plants. 

Production workres were primarily Mexican and Filipino-Americans, often displaced agricultural 

laborers, as well as smaller numbers of black people. They found homes in cities like San Jose, 

Milpitas, Gilroy, and areas outside Santa Clara County, like East Palo Alto—all places 

physically removed from the world of tech. Yet the prospect of employment at electronics plants 

spurred a flow of immigration to Santa Clara County that paralleled the arrival of white-collar 

professionals. Some 10% to 20% of these newcomers were undocumented workers during the 

1980s, employed by the electronics industry or various subcontractors in often hazardous 

conditions at low-pay. The Wall Street Journal estimated that ten thousand undocumented 

workers manufactured printed circuit boards in Silicon Valley in 1985, often at below the 

minimum wage.” “We’d have a revolution [if all were deported” added John Senko, an 

Immigration and Naturalization Service official in San Jose.108 The number of jobs for such 

production workers dropped over the years, as high-tech companies relocated production 
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facilities or contracted work overseas. In addition to contributing to lost jobs, outsourcing further 

made the region a preserve for highly-skilled professionals and executives. 

By 1984, a United Way profile revealed that housing prices and income diverged in 

dramatic fashion between neighborhoods in which professionals and executives resided, where 

homes could typically cost $190,000 and the average income was $46,000. By contrast, the 

urban poor rented $75,000 homes in San Jose’s downtown with incomes that averaged less than 

$20,000. While counties split by such rates of inequality might not have been uncommon in the 

1980s, the Mercury News noted that the relative stinginess of the more affluent meant that many 

of the social services for the poor went underfunded even as those needs grew.109 

Silicon Valley’s professional and upper-class enclaves posed problems for fundraisers, 

including the United Way. Thomas Vais, president of the United Way of Santa Clara County, 

attributed the industry’s stinginess to the region’s geography. 'Tech people “live in nice, 

beautifully landscaped houses and drive to campus like buildings that are works of art,'' he said. 

''Very seldom do they see the side of the community that is devastated by poverty.”110 Jonathan 

Driscoll, the United Way campaign manager, echoed Vais. “Take a fellow who lives in 

Cupertino, which is a nice town. He gets on I-280, the world's most beautiful freeway, and drives 

to Hewlett-Packard, which almost looks like a college campus. Where's the poverty? He doesn't 

see it.” Driscoll noted that poor people did exist within Silicon Valley, but that they resided in 

cities that were shunted off from the centers of tech employment and suburbia. “Few [tech] 
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people have reason to go into East San Jose. In most Eastern or Midwestern cities, you at least 

drive past poor areas when you go to work or even go shopping.”111 

Those in nonprofits criticized Silicon Valley in particular for its apathy or obliviousness 

to basic human needs, including the importance of social services. In 1987, Vais attributed the 

challenges “human service” nonprofits confronted in fundraising to the prosperity and insularity 

of high-tech enclaves. 'We live in nice homes and we take nice freeways to nice office parks and 

we never see the poor side of town. So when you start talking about human misery, some people 

may doubt there is such misery.”112 Marti Erickson, executive director of the Community 

Foundation of Santa Clara County, believed that broadening the number of givers in Silicon 

Valley would redress such problems. Vais, however, concluded that such would be a difficult if 

impossible task, given the fact that wealthy people constituted the large majority of residents.113 

Reverend Gerry Phelps, director of the San Jose Family Shelter, affirmed Vais’ interpretation a 

year later. A United Methodist minister, Phelps oversaw a homeless shelter in San Jose’s east 

side. Despite numerous appeals, she found that wealthier residents and tech corporations were 

uninterested in giving to the shelter. “So we gave up,” she explained. “Now we go mostly to 

churches. They are the most responsive. And very seldom do people of means respond." She too 

rooted the region’s apathy to the geography of cloistered wealth. 
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“Most of us live in affluent ghettos -- that's hard on the kids 

Santa Clara County. They're good kids, they're nice kids. 

But a lot of them grow up without compassion, because 

they've never been poor and they can go all day long, day 

after day, and never see a poor person. So they think of the 

poor in stereotypes. They're cruel to them, they make jokes. 

Most of us have a lifestyle that's so fat that we could give 

away a fair amount of what we have, that we wouldn't even 

feel it. How can we ignore these people sleeping in their 

cars and under bridges, when we have a warm dry place of 

our own to sleep?”114 

 

Still other observers attributed the region’s relative stinginess to the insular patterns of 

life enjoyed by the newly rich. Jim Purcell, executive director of Catholic Charities of Santa 

Clara County echoed the sense that Silicon Valley was segregated by class and race. “The thing 

that may be surprising to people is that we do have a fair number of people who are poor,” he 

explained in 1987. “You could live in some areas of the county and never see the poor.” Peter 

Miron-Conk, executive director of the San Jose Urban Ministry added that “There’s a lot of 

provincialism within the county.”115 In 1988, Stanford University’s Kennell Jackson, head of the 

Afro-American Studies Program, reflected that residential patterns in Silicon Valley “kept the 
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poor and the racial minorities out of sight.” He compared the region unfavorably to his native 

Edward County, Virginia: ''Blacks and whites, no matter what they thought of each other, helped 

one another on their farms and in their homes,” he recalled. But he claimed that “no such society 

exists here,” arguing that “people live in their houses, not in functional communities.” Jackson 

believed that the well-dressed people of the South Bay’s affluent neighborhoods saw themselves 

as having little in common with the poor, who they perceived to be unnecessary. “Here on the 

Peninsula, we have a very wonderful world in which to live. We could make it a lot better if 

more people had a sense that they had a share in it. That's how you build a sense of 

community."116 

Venturing Forward 

 

 

Philanthropoids—those professionals and advisors who wished to distribute wealthy 

people’s money—shared the concern of local nonprofit organizations. They too wished to 

encourage Silicon Valley’s wealthy people to give more to those in need and saw in the 

technology industry’s booming fortunes an unprecedented opportunity to create a better world. 

Despite Silicon Valley’s reputation as a land of stingy givers, those philanthropoids were largely 

successful in inspiring the entrepreneurs to give by the 1990s, creating models of philanthropy 

that suited the norms of Silicon Valley’s affluent businesspeople. Philanthropoids developed 

novel practices of philanthropy that appealed to Silicon Valley, however, in a larger context in 

which philanthropic foundations suffered a crisis of legitimacy, public scrutiny, and the 

imposition of new federal regulation. The next chapter studies how old ways of communicating 

the purpose of philanthropic organizations eroded, which provided incentives for philanthropoids 

 

116 Ibid. 



121  

in the San Francisco Bay Area to create new models suited for an era of technological and 

financial wealth—ones, like venture philanthropy, that met the needs of Silicon Valley’s 

ambitious entrepreneurs. 
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Chapter 3: Society’s Risk Capital 

 

 
“[T]he well organized foundation has an almost unique opportunity to perform for non-profit 

enterprise a function analogous to that which the venture capitalist performs for our economy.” 

Everett Case, Alfred P. Sloan Foundation, 1964.1 

 

“Foundation people, whether trustees or staff, are terribly in love with the whole business of 

innovation and experimentation and risk capital and venture capital and all these euphemisms.” 

John R. May, Executive Director of the San Francisco Foundation, 1974.2 

 

While in the 1980s Silicon Valley earned a reputation for stinginess, the region later 

developed modes of philanthropy that reflected the characteristic norms of its donors and local 

industry. During the last decades of the twentieth century, the high-tech region became a critical 

site for the development of entrepreneurial forms of giving, namely, “venture philanthropy.” 

Drawing on practices from the venture capital industry, venture philanthropists distinguished 

themselves from other funders by their high degree of oversight, which included sitting on the 

boards of the organizations they supported, providing management training, and tying funding to 

pre-defined and measurable goals. Venture philanthropy was not, however, the creation of 

venture capitalists or other entrepreneurs; rather, venture philanthropy was the creation of 

philanthropoids and donors who, since the 1940s, analogized grantmaking to for-profit investing 

to justify their institution’s tax-exempt privileges and anti-democratic features. 

While chapter four returns to the San Francisco Bay Area, this chapter focuses on the 

creation and dissolution of an earlier form of venture philanthropy, whose erosion made space 

for Silicon Valley to claim its own sense of venture philanthropy. This chapter argues that an 

 

 

1 Everett Case, “Philanthropy as a Social Investment” Foundation News 2, no. 2 (March, 

1964), 2. 
2 John R. May, “Building a Community Foundation” interview by Gabrielle Morris, 

(1976), 121. University of California, Berkeley, Regional Oral History Office, Berkeley, CA. 
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overlooked form of venture philanthropy existed as early as 1946 in the United States. Not able 

to compete with government spending, chastised by scholars as timid, and criticized by the 

public for potential abuses of their power, foundations developed a rationale for their tax-exempt 

privileges that valorized their work as “society’s risk capital.” They claimed to be able to fund 

ideas that were too controversial or uncertain to be supported by the government or business. In 

addition, mid-century venture philanthropists presupposed that foundations should maintain 

limited influence over grantees and that, to some extent, foundations could not predict whether a 

grant would achieve a pre-defined outcome. To this end, they provided short-term grants and 

funded demonstration work, ceding some of the responsibility for realizing successful outcomes 

to grantees. Criticism of foundation cowardice, the federal government’s promotion of 

evaluation research, and the Tax Reform Act of 1969 challenged the premises of the first 

generation of venture capital philanthropy, and paved a path for its redefinition. 

 

 

 
 

The Origins of the Venture Capital Concept of Philanthropy 

 

 

There is little history of venture philanthropy. In part, the omission stems from the 

understanding that venture philanthropy is a development of the 1990s.3 To be sure, scholars 

 

3 For the argument that venture philanthropy was a novel development of the 1990s, see 

Michael Moody, “‘Building a Culture’: The Construction and Evolution of Venture Philanthropy 

as a New Organizational Field” Nonprofit and Voluntary Sector Quarterly 37, no. 2 (June 2008): 

324-352; Robin Rogers, “Why the Social Sciences Should Take Philanthropy Seriously” Soc 52 

(2015): 533-540; Kenneth J. Saltman, “The Rise of Venture Philanthropy and the Ongoing 

Neoliberal Assault on Public Education: The Eli and Edythe Broad Foundation” Workplace, 16 

(2009): 53-72. Not all scholars argued that venture philanthropy was novel. See Pablo Eisenberg, 

“The ‘New Philanthropy’ Isn’t New--or Better” The Chronicle of Philanthropy (January 28, 

1999), 31. Eisenberg argued that “large donors” such as John D. Rockefeller, Andrew Carnegie, 
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identify the term in the historical record at least as early as 1969, pointing in particular to John D. 

Rockefeller, III’s reference to “venture philanthropy” in a congressional hearing that led to the 

Tax Reform Act of 1969.4 But scholars argue Rockefeller’s concept was dissimilar from later 

generations, bearing little resemblance to venture capital. In his study of the “evolution of 

venture philanthropy,” for example, Michael Moody argues that Rockefeller “was almost surely 

not associating ’venture’ with venture capitalism, which was just emerging as an obscure idea at 

that time.”5 Other scholars credit Bill Somerville, executive director of the Peninsula Community 

Foundation, with coining the term in 1984 in a manner that drew from the venture capital firms 

of Silicon Valley.6 

What these historical accounts overlook, however, is that philanthropoids used venture 

philanthropy--and its synonyms, such as risk capital and venture capital--well before 1969, that 

they made direct reference to venture capital and private equity investing, and that they had done 

 
 

and Walter Annenberg were also concerned about “evaluation, good management, and 

measurable results.” Peter Frumkin acknowledged that the language of venture philanthropy was 

novel, but he was uncertain about whether it represented a substantive departure in practice. 

Peter Frumkin, “Inside Venture Philanthropy” Society 40, no. 4 (2003): 7-15. Stanley N. Katz 

described venture philanthropy as a “nominally new approach” that “is not really telling us to do 

anything we didn’t already know to do.” See “What Does it Mean to Say That Philanthropy is 

‘Effective?’ The Philanthropists’ New Clothes” Proceeding of the American Philosophical 

Society, 149, No. 2 (June, 2005), 129. 
4 Michael Edwards, Just Another Emperor?: The Myths and Realities of 

Philanthrocapitalism (London: Demos, 2011), 22; Matthew Bishop and Michael Green, 

Philanthrocapitalism: How Giving Can Save the World (New York: Bloomsbury, 2010), 88; 

Barbara Larson, “The New Entrepreneurs: New Philanthropy or Not?” New Directions for 

Philanthropic Fundraising 37 (August, 2002), 82. 
5 Michael Moody, “‘Building a Culture’”, 333. 
6 Hugh Burroughs and Sterling Speirn, “Grantmaking: Which Part of the Landscape Will 

You Focus on?” Foundation News & Commentary (September/October 1994), 25; Peter 

deCourcy Hero, “Giving back the Silicon Valley Way: Emerging patterns of a new philanthropy” 

New Directions for Philanthropic Fundraising No. 32 (Summer 2001), 47; Bill Somerville and 

Fred Setterberg, Grassroots Philanthropy: Fields Notes of a Maverick Grantmaker (Charleston: 

BookSurge, 2008), 107. Michael Blowfield and Alan Murray, Corporate Responsibility: A 

Critical Introduction (Oxford: Oxford University Press, 2008), 292. 
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so to defend the foundation’s tax-exempt privileges on more than one occasion. The term 

“venture philanthropy” appears in the historical record as early as 1946, paralleling the 

development of private venture capital firms in the years immediately following World War II.7 

In his 1953 biography of the Rockefeller brothers, Joe Alex Morris notes that John D. 

Rockefeller III referred to a “distinct phase” of his giving as “venture philanthropy.”8 Others 

used similar concepts, such as “risk capital philanthropy” and “venture capital philanthropy” 

that, in its description, resembled what Rockefeller described as venture philanthropy.9 

While Moody contends that Rockefeller III was not referring to venture capital when he 

discussed venture philanthropy in 1969, it is probable that Rockefeller not only invoked venture 

capital, but had done so earlier as well. Wealthy American families were familiar with private 

equity investing and the Rockefellers in particular were early providers of the subset of private 

equity, venture capital.10 Beginning in the 1930s, Laurence Rockefeller was an investor in early- 

stage technology and, due to his inherited wealth and interest in science, could ignore the risks of 

 

 

 

 

7 Scholars recognize the American Research and Development Corporation, established 

in Boston in 1946, as the first non-family-owned venture capital firm. See: David H. Hsu and 

Martin Kenney, "Organizing venture capital: the rise and demise of American Research & 

Development Corporation, 1946-1973" Industrial and Corporate Change, 14, no. 4 (2005): 579- 

616; Martin Giraudeau, "Processing the Future: Venture Project Evaluation at American 

Research and Development Corporation (1946-73)" in Uncertain Futures: Imaginaries, 

Narratives, and Calculation in the Economy ed. by Jens Beckert and Richard Bronk (Oxford: 

Oxford University Press, 2018): 259-277. 
8 Joe Alex Morris, Those Rockefeller Brothers: An Informal Biography of Five 

Extraordinary Young Men (New York: Harper, 1953), 48. 
9 American Foundations News, the first periodical dedicated to “American foundations 

and their fields” still placed quotation marks around venture capital when describing 

philanthropy in 1950, signaling its novelty. They described, for example, Russell Sage as risking 

its funds as “venture capital” in October, 17, 1950. See, “Russell Sage Foundation” American 

Foundations New Service (October 17, 1950), 55. 
10 Tom Nichols, VC: An American History (Cambridge: Harvard University Press, 

2019), 90. 
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low returns on investments in the interest of advancing scientific progress.11 Almost half of his 

investments failed. “Venture capital endeavors are not for the impatient, the faint of heart, [or] 

the poor loser,” he concluded.12 

The Rockefeller family, moreover, started Rockefeller Brothers Inc. in 1946, which Tom 

Nichols argues “was similar in sophistication” to later venture capital firms.13 Rockefeller 

Brothers shared characteristics of modern venture capital, including a focus on investing in “new 

and growing business ventures, “long tail” pay-off strategy (i.e. creating a large portfolio of start- 

up companies to ensure profitable returns despite the majority of investments failing), equity 

participation, and the provision of managerial assistance (e.g. replacing a corporate executive 

that lacked business acumen with a professional manager). However, unlike later venture capital 

firms, Rockefeller Brothers Inc. invested the family’s money, not that of individuals or 

institutions unaffiliated with the firm. The family firm invested in technology, including 

Fairchild Semiconductor in 1957--the first venture-funded start-up company in the San Francisco 

Bay Area. 

John D. Rockefeller III, moreover, told his biographer in 1953 that the family’s investing 

inspired his philanthropy. He understood “venture philanthropy,” as his biographer reported, “as 

more or less parallel[ing] the various business projects into which the Rockefellers have put their 

 

 

 

 

11 Tom Nichols, VC: An American History (Cambridge: Harvard University Press, 2019), 
12Tom Nichols, VC: An American History (Cambridge: Harvard University Press, 2019), 

96. 
13 Tom Nichols, VC: An American History (Cambridge: Harvard University Press, 2019), 

93; D. H. Hsu and M. Kenney, 588. David H. Hsu and Martin Kenney also regard Rockefeller 

Brothers Inc. as “the most significant” venture capital firm of its time. See, David H. Hsu and 

Martin Kenney, “Organizing Venture Capital: The Rise and Demise of American Research & 

Development Corporation, 1946-1973” Industrial and Corporate Change 14 (4) (2005); 579- 

616. 
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venture or risk capital.”14 In addition, while the venture capital industry was smaller in the 1960s 

than it would become later decades, those number of venture capital firms were not obscure to 

upper-class Americans. While small compared to the 1990s, the industry experienced a boom by 

the time of Rockefeller’s congressional testimony in 1969.15 Peter A. Brooke, an investor 

memorialized as “the Johnny Appleseed of venture capital,” recalled a “hysteria” for venture 

capital investing between 1965 and 1969.16 He also remembered the Rockefellers as investors of 

technology start-ups in the 1950s.17 

Other businessmen who engaged in philanthropy were likely familiar with venture 

capital. Henry Ford II and Alfred P. Sloan Jr., each heads of foundations that promoted the 

venture capital concept of philanthropy, in all probability encountered venture capital by virtue 

of their business careers. Sloan, for example, explained the venture capital concept of 

philanthropy to Congress in 1953 by analogizing it to how venture capital investing “works out 

in an economic sense.”18 The annual reports of Sloan’s eponymous foundation in the 1950s also 

used financial idioms, including a stated focus on “[securing] a maximum social return” in 

1956.19 While it is probable that Sloan as well as the heirs of the Rockefeller and Ford fortunes 

 

 
 

14 Joe Alex Morris, Those Rockefeller Brothers, 48. 
15 For a study of a venture capital firm’s decision-making process in the 1960s, see 

Eugene Frederick Briskman, “Venture Capital: The Decision to Finance Technically-Based 

Enterprises” MA thesis (Massachusetts Institute of Technology, 1966) 
16 Peter A. Brooke, “How a Private Venture Capital Firm Operates” The Business 

Lawyer (January 1971), 736. 
17 Peter A. Brooke, “Oral History with Peter A. Brooke” Interview conducted by Carole 

Kolker. Computer History Museum, National Venture Capital Association (April and September, 

2010), 21. 
18 U.S. Congress. House of Representatives. Select Committee to Investigate Tax-exempt 

Foundations. Hearings Before the Select Committee to Investigate Tax-Exempt Foundations and 

Comparable Organizations. 82nd Congress., 2d Sess. (Washington, D.C.: Government Printing 

Office, 1953), 454. 
19 Alfred P. Sloan Foundation, Report: 1955-1956 (New York: Joseph D. McGuire, 1956) 
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were familiar with the practices of venture capital and traditional forms of private equity, 

foundation officers may have looked elsewhere for inspiration. They were not, after all, 

possessors of grand fortunes and family offices or heads of industry. For example, F. Emerson 

Andrews, a Russell Sage staff person and founder of the Foundation Library in 1958, described 

venture capital philanthropy as if it were a synonym for scientific philanthropy rather than a 

practice similar to for-profit investing. Emerson cited the progressive-era foundations that funded 

solutions to the root of large social problems, rather than engaging in charitable relief, as 

examples of “social venture capital.”20 

Foundations may have avoided detailed analogies to for-profit investing, moreover, 

because of recent criticisms that philanthropic foundations provided unfair competition to 

business enterprises. In 1948, Senator Charles Tobey of New Hampshire launched a 

congressional investigation of foundations after learning that a textile company, Textron, used 

charitable trusts to control other businesses, including former competitors, and as sources of 

investment capital in Textron’s businesses.21 When Tobey pressed Bayard Ewing, trustee of the 

Rayon Foundation, as to why he used philanthropic foundations to invest in small businesses, 

and whether that provided the foundation and Textron an undue business advantage, Ewing 

 
 

20 F. Emerson Andrews, Philanthropic Foundations (New York: Russell Sage 

Foundation, 1956), 19-20. 
21 In what the editors of the Chicago Law Review described as “fabulous manipulation,” 

Textron created multiple charitable trusts, had the trustees borrow money, purchased factories 

from Textron, leased back the factory, and then paid off the loan out of proceeds from the tax- 

exempt rentals. Textron also donated stock to its charitable trusts, increased the assets of the trust 

by high tax-exempt dividends until the trust accumulated enough money to buy a competitor’s 

stock, which Textron’s trusts then sold cheaply to the company or to make high-risk loans. The 

company also sold assets to its charitable trusts as a tax-exempt profit, using the proceeds to 

purchase and lease back company property. See, "Supervision of Charitable Trusts," University 

of Chicago Law Review 21, no. 1 (1953), 126. See also, Franklin C. Latcham, “Private Charitable 

Foundations: Some Tax and Policy Implications” University of Pennsylvania Law Review 98, no. 

5 (April 1950), 645. 
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replied: “This is one of the basic theories on which these foundations have been built. There is a 

shortage of venture capital, as you have very ably pointed out. This is a new source of venture 

capital. It is health for the community and for the industry of New England, that funds of venture 

capital be available.”22 Senator Tobey, unpersuaded, scoffed, “Oh, my goodness, that isn’t an 

answer is it?”23 Tobey charged that donors wielded tax-exempt foundation funds as venture 

capital in direct competition with the private sector, evading taxes on revenue generated from 

investments in ways unavailable to for-profit businesses.24 Foundations “could and were being 

used to provide venture capital for industry,” the historian Robert Bremner wrote of the 

investigation’s findings, and “to permit ruthless operators to plunder and wreck going 

 
 

22 U.S. Congress. Senate. Subcommittee of the Committee on Interstate and Foreign 

Commerce. Investigation of Closing of Nashua, N.H., Mills and Operations of Textron, 

Incorporated 18th Congress., 2n Sess. (Washington D.C.: United States Government Printing 
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Times (October 27, 1948), 39. 
23 U.S. Congress. Senate. Subcommittee of the Committee on Interstate and Foreign 

Commerce. Investigation of Closing of Nashua, N.H., Mills and Operations of Textron, 

Incorporated 18th Congress., 2n Sess. (Washington D.C.: United States Government Printing 

Office: Washington D.C.: 1948), 340. 
24 The hearings may have delayed the creation of program related investing as well, 

which developed in the late 1960s with the Ford Foundation. Before and after the hearings, 

periodicals argued that, despite the criticism of tax-exempt trusts operating as venture capital, 

there may be a socially useful way for foundations to invest their funds. In 1947, Fortune 

acknowledged that foundations functioned as “risk capital” for research, but argued that 

foundations could also adopt an investment policy for “socially beneficent purposes.” This was a 

more direct way of thinking of foundations as provisioners of capital, but occurred, as Fortune 

acknowledged, in a context in which considerable scrutiny of foundations competing with for- 
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Instrument of Rockefeller and Carnegie Within the Reach of Thousands” Fortune (August, 
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Sess. Washington D.C.: United States Government Printing Press: Washington, D.C., 1948. 
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concerns.”25 Textron, moreover, was only one example of the use of charitable trusts to compete 

with business corporations. “Not so long ago the phrase ‘charitable foundation’ had a prestigeful 

[sic] and even selfless connotation,” wrote Berrien C. Eaton Jr., an attorney and consultant to the 

Russell Sage Foundation in 1951, “but by 1949 these same words… conjured up in numerous 

instances a picture of tax evasion and financial skullduggery.”26 The investigation of Textron led 

to changes in the tax code in 1950 to curb the ability of foundations to abuse their tax-exempt 

privileges for business gains.27 To argue in explicit terms that foundations served a similar 

function to private equity and venture capital in particular may have been less tenable in the 

wake of such congressional intervention.28 

While foundations in the mid-twentieth century did not publicize a detailed account of 

how practices from venture capital inspired their sense of venture philanthropy, the two concepts 

appeared so close together in time that it is doubtful foundations were not inspired by venture 

capitalists. The earliest analogies to venture capital in foundation literature follow closely the 

creation of the first venture capital firms, and each shared a definitional preference for early- 

 

 
 

25 Robert Bremner, American Philanthropy, (Chicago: University of Chicago Press, 
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stage funding. “Foundation money is the venture capital of philanthropy,” reported the Carnegie 

Corporation of New York in 1946--the same year as the creation of the first non-family- 

controlled venture capital firm, the American Research and Development Corporation. “Because 

of this,” the Carnegie Corporation explained, “consideration is always given to plans which test 

innovations or are designed to renew or invigorate.”29 Foundations repeated similar ideas 

throughout the 1950s and 1960s, privileging new and original ideas rather than established or 

older industries. 

The historical record provides no single document that accounts for what venture 

philanthropy meant to foundations, but similarities across multiple texts provide a broad 

definition. At one level, venture philanthropy was a preference for funding the unconventional or 

incendiary, describing foundations that funded organizations or ideas that government or for- 

profit enterprises could not support. At another, venture philanthropy described a certain way of 

understanding the relationship between foundations and the nonprofit organizations, which 

accepted—and even welcomed—a certain level of unknowability about the outcome of their 

partnership. F. Emerson Andrews described this latter aspect of venture philanthropy in ideal 

terms as “the doctrine of discontinuity.”30 

Foundations argued that they were catalysts or seed capital for other people’s ideas, 

disavowing long-term responsibility for realizing the success of their grantees. This stated 

preference accorded with philanthropy’s penchant for self-help, while countering claims that 

foundations sought to engineer social change. In addition, foundations claimed that, because they 

dealt with cutting-edge work that was often open-ended, they had minimal power to identify, let 

 
 

29 Carnegie Corporation of New York, Annual Report, 1947 (1947), 13. 
30 Frank Emerson Andrews, Philanthropic Foundations (New York: Russell Sage 

Foundation, 1956), 228. 
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alone evaluate, their failures. The venture capital concept of philanthropy rendered foundations 

risk-takers by the mere fact that they provided funds to ideas or programs that, presumably, were 

too open-ended and unpredictable to evaluate. The virtue of foundations, the concept maintained, 

resided in their capacity to support unconventional or challenging ideas even when truly 

innovative work resisted the capacity for prediction or control. Whether or not foundations put 

such ideas into practice—they had their fair share of critics to argue that they did not—venture 

philanthropy functioned as an effective rhetorical justification for organized philanthropy’s 

continued tax privileges. 

In the long term, however, the mid-century conception of venture philanthropy worked as 

a double-edged sword to justify the foundation’s tax privileges, as it celebrated foundations as 

risk takers while valorizing their inability to provide evidence of that risk-taking. The behavioral 

scientist Richard Colvard identified the tensions of what he described as risk capital philanthropy 

in 1962. Giving foundations their due, Colvard agreed that “it is an inescapable fact... that 

projects on the perimeters of knowledge... are shot through with uncertainty” and were thus 

difficult to evaluate.31 But he also recognized how a reluctance to provide assessable data on 

programs could undermine the foundation’s legitimacy as a risk-taker. On one hand, “the 

absence of clear canons or indices of effectiveness both blunts external criticism of foundation 

accomplishments and provides opportunities for the foundation to represent some projects as real 

‘break throughs.” But on the other, the foundation’s failure to evaluate the success of its grants 

meant it could furnish little proof of its effectiveness, “thus [limiting] the public approval they 

can confidently claim.”32 

 
 

31 Richard Colvard, “Foundations and their Clients: Why the Project Method?” The 

American Behavioral Scientist (January 1, 1962), 5. 
32 Ibid. 
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No straight line exists between the venture capital concept of philanthropy of the mid- 

twentieth century and what crystalized as venture philanthropy in the 1990s. However, the two 

do share an ironic history. The later iteration of venture philanthropy developed, in part, out of 

an effort to resolve tensions that long confounded the efforts of an earlier generation to represent 

foundations as “society’s risk capital.” Some of the most cited proponents of venture 

philanthropy in the 1990s unknowingly attacked foundation practices that had once defined 

“venture capital philanthropy,” thereby building their own concept of risk-taking philanthropy.33 

Short term grants, a focus on starting programs rather than funding organizational capacity, an 

allergy to sustained evaluation of grantees, and an aversion to discussing--or even identifying-- 

failed projects, were all hallmarks of an earlier sense of venture philanthropy. And it was these 

practices that a later generation of scholars would deem insufficient and risk adverse. But as this 

chapter demonstrates, philanthropoids in the 1970s were already reimagining venture 

philanthropy in similar ways to what developed at the turn of the 21st century. 

Philanthropy long endured the criticism that its practitioners were too cautious, an 

indictment used to undermine the claim that foundations served as society’s venture or risk 

capital. But this chapter is not principally engaged in developing a criterion to evaluate whether 

proponents of the venture capital concept of philanthropy were, in fact, funders of controversial 

or unpopular ideas. Some philanthropoids, as the chapter demonstrates, were well aware that 

their primary grant areas did not court controversy. This chapter studies the language by which 
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foundations nevertheless argued they were risk-takers, even--and especially--when evidence 

suggested they were relatively timid, ineffectual, and unaware of urgent needs. 

Regardless of whether foundations were risk takers, the language by which they 

understood their purpose and represented it to the public helped establish the terms of the debate 

about foundations in the United States. As the behavioral scientist Richard Colvard argued in 

1973, the “risk capital concept” was one that “gradually developed . . . to explain [the 

foundation’s] existence as institutions and justify their . . . role as professional parents of 

innovation.” Aware that in practice foundations were “less venturesome” than their rhetoric 

implied, Colvard concluded that the ideology of risk capital philanthropy “may be deemed a 

more important innovation than those stimulated by actual foundation grants.” Colvard argued 

that the venture or risk capital concept of philanthropy “may have functioned during persistent 

‘times of troubles’ to perpetuate public belief--not simply in foundations, but in capitalism, 

science, and the possibility of progress.”34 

In 1969, the writer Anthony S. Brandt also contended that philanthropy’s analogy to 

risk-capital was imperfect, but focusing on this disjuncture was not as useful as examining how 

the concept shaped debate about foundations. “The ‘risk capital’ metaphor tilts the idea of the 

foundation into the world of finance,” he wrote in Foundation News. This had the consequence 

of placing foundations in the relatively simple world of “private interests,” likening the purpose 

of foundations to businesses whose sole function was to generate profit. But Brandt contended 

foundations were more akin to “political institutions,” similar to “government institutions” in 
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having to make decisions about how to distribute wealth to areas of great social importance, and 

should thus be more openly criticized in a democratic society. 35 

What Colvard and Brandt observed was the power of language to justify the foundation’s 

freedom from more onerous public oversight as well as its privileged tax subsidies. By studying 

the development of the concept of venture capital philanthropy, this chapter explains how 

foundations historically justified their tax privileges as well as their anti-democratic power to 

influence American life, and why those rationalizations changed across time. What is regarded as 

venture philanthropy today was one endpoint to decades of analogizing philanthropy to financial 

institutions, the outcome of philanthropoids seeking to justify their institution in a pluralistic and 

capitalist society. But the historical record reminds us that there were other ways to imagine 

foundations as agents of entrepreneurialism, other ways to conceive of the foundation’s 

relationship to grantees. How the notion that philanthropy served a function akin to venture 

capital--a claim made by foundations for most the latter half of the twentieth century--morphed 

into what we understand of the term today is a reminder of the multiple potentials of history. 

 
 

Justifying the Foundation’s Place in Society 

 

The argument that philanthropy could fund unconventional ideas assumed significance in 

the post-war era precisely because there was less evidence that foundations sponsored original or 

controversial work compared to the federal government. In the shadow of World War II, an older 

generation of philanthropoids found their successors to be remarkably timid. In 1949, Edwin 

Embree, former vice-president of the Rockefeller Foundation and president of the Julius 
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Rosenwald Fund, reflected late in his life that "there is an ominous absence of that social 

pioneering that is the essential business of foundations."36 Embree called on foundations to 

engage in “magnificent gambles,” to be the "creative minority to spur society on.” That same 

year, Alan Gregg, head of Rockefeller’s Medical Sciences Division, worried that foundation 

officials had become “neurotically suspicious,” crushed by “a chronic fear of being put upon… 

burdened by fear masquerading as caution.” In 1952, Beardsley Ruml, also of the Rockefeller 

Foundation, complained that “foundations today seem to lack the boldness, imagination, and 

sense of scale of their founders.”37 

But mid-century foundations, unlike their predecessors, also confronted a federal 

government that outpaced their funding in precisely the areas in which foundations had once 

claimed to be pioneers. "We raised three million dollars for cancer research," bemoaned a 

foundation official in 1949, "and then read that the government proposes to appropriate thirty 

million to the same cause; it's very discouraging."38 Moreover, while foundation funds helped 

establish research universities, provide scholarships, and fund educational research, they now 

worked in the shadow of research subsidies and educational assistance provided by the federal 

government. In a speech delivered to the San Francisco Chit-Chat Club in 1951, John R. May 

reflected that “as government takes a hand in more and more departments of our lives, there 

seems to be an increasing body of opinion that private philanthropy… is ineffective or 
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unnecessary.” He recalled that another member of the club had exclaimed, “’Private philanthropy 

today, as far as I am concerned, is a hopeless proposition.’” “He is not alone in this proposition,” 

May added, “’Let the government do it’ is a frequent response to questions about the support of 

charities.” 39 Looking backwards, Ruth Chance also recalled the 1950s as a “stormier period,” 

with “government funds… pouring into almost every field once dominated by private support.”40 

Another storm buffeting the foundations at midcentury, Chance noted, was growing 

government scrutiny of organized philanthropy. In 1952, Representative Edward E. Cox, a 

Georgia Republican, launched a congressional investigation that alleged foundations were 

“disloyal to the American way of life.”41 In what was the most thorough inquiry into foundation 

activity since the Walsh Commission in 1915, Cox accused foundations of fostering the moral 

relativism, racial integration, and empiricism that led to “Marxist socialism.” While Cox evoked 

the specter of communism, rumors circulated that Carnegie and Rosenwald’s funding of civil 

rights activism in the South animated much of Cox’s animosity.42 

The Cox Committee found little evidence to implicate foundations in anti-American 

activities, a conclusion that disappointed conservative critics. In 1954, B. Carroll Reece, a 

Tennessee Republican, resumed the investigation of foundations, persuaded that the Cox 

Committee had been too lenient. Like Cox, Reece was also incensed by foundation support for 
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civil liberties organizations. In particular, he targeted the Ford Foundation’s creation of the Fund 

for the Republic, an organization that researched civil rights.43 Like Cox before him, Reece 

found little evidence that foundations worked against the nation’s interests or that they were 

antithetical to capitalism. Nevertheless, the Select Committee to Investigate Tax-Exempt 

Foundations and Comparable Organizations, also known as the Cox-Reece Committee, inspired 

restraint among foundations. “They were scared," Dwight Macdonald wrote of the Ford 

Foundation in 1955, "or more accurately [the] trustees were scared, and the fear communicated 

itself, through channels, to the philanthropoids who run the Foundation for them."44 The 

historian Alice O’Connor concludes that the investigations “had a definite chilling effect on the 

kinds of projects the foundations were willing to take on.” In particular, foundations eschewed 

civil rights related funding, while increasing less controversial and more well publicized objects 

of philanthropy, such as hospitals and museums.45 “I think [Congressman Reece] won,” reflected 

Robert Maynard Hutchins, former associated director of the Ford Foundation and president of 

the Fund for the Republic in 1955. “Without firing a single serious shot, without saying a single 

intelligent word,” Maynard continued, “he accomplished his purpose, which was to harass the 

foundations and to subdue such stirrings of courage, or even of imagination, as could be found in 

them.”46 Alice O’Connor, surveying both investigations, found “it would take much more [time] 

for the philanthropoids to recover from what many experienced as a severe psychological and 

political blow.”47 
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While foundations may have curtailed giving that they feared conservatives could 

publicize as anti-American, they also honed a defense of their tax-exempt privileges by arguing 

they were risk-takers. The hearings produced both timid foundations as well as a rhetorical 

defense that foundations were, as many witnesses testified, society’s venture capital. Foundations 

aimed in particular at soothing concerns that they were unaccountable, that is, that they were 

private institutions that exercised too much power over public affairs in ways that ran contrary to 

the majority will of democratic citizens. Foundations argued that they both enriched public life, 

funding ideas that might otherwise go unsupported, and that foundations lacked the control or 

predictive ability to influence American life as any form of shadow government imagined by 

Republicans. Foundations also claimed that they could not be held accountable for outcomes of 

their funding, because foundations could not fully predict what a grant to a pioneering project 

might accomplish. 

Whereas Congressman Cox argued foundations used their wealth to create a state 

planned, anti-capitalist political economy, the witnesses used market metaphors to describe 

foundations as funding open-ended projects with uncertain outcomes. The foundation “is risk 

capital,” Brown University President Henry Wriston claimed, “and like risk capital, you 

occasionally lose it and occasionally you make a great hit.“ You “have to be prepared with the 

venture capital concept to have a bunch of duds,” echoed Ernest V. Hollis, a scholar of 

philanthropy and education.48 Alfred P. Sloan Jr. again underlined the uncertainty of foundation 

giving. “We do not know whether we will have a success,” Sloan explained to Congress, “or 
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whether we will have a failure.”49 Sloan likened the foundation to a “saving bank,” arguing that 

“the fundamental purpose of a foundation is to invest its funds in what we call venture capital.” 

“The point,” Sloan admitted, “has been made by several of your witnesses before.”50 F. 

Emerson Andrews, a staff member at the Russell Sage Foundation and the director of the 

Foundation Center, the first repository of information on foundations, described foundation 

funds as “venture capital in the sense that few other funds in society today can claim to be.”51 

Earnest V. Hollis echoed Andrew’s statement. In his historical research on foundations and 

education, Hollis concluded that foundations had the capacity to use their funds as “venture 

capital for venture purposes.”52 Henry Ford II also argued that foundations used their funds as 

“the venture capital of philanthropy.”53 

The argument that foundations furnished society’s venture capital in large part persuaded 

the committee of organized philanthropy’s public benefit, a conclusion that shaped a favorable 

outcome for the foundations. Speaking to a Foundation News journalist in 1953, Representative 
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Brooks Hays concluded that “I see in the foundations’ reservoirs of venture capital a source of 

great potential strength for our democracy.”54 In their final report, published in 1953, the 

committee excused foundations on the basis that the foundation's “most significant function has 

been displayed in supplying the risk or venture capital expended in advancing the frontiers of 

knowledge.” The witnesses persuaded the commission, moreover, that in taking such risks, 

foundations could not always be held responsible for failed outcomes. While admitting that 

foundations had made mistakes, the committee also concluded that they were “made without the 

knowledge of facts which, while later obtainable, could not have been readily ascertained at the 

time decisions were taken.”55 

After Congressman Reece’s investigation closed in 1954, foundations again responded by 

exclaiming that they took risks in society. In 1955, Arnold J. Zurcher, then executive director of 

the Alfred P. Sloan Foundation, sought to dispel “popular misconceptions” of foundations by 

explaining their function as “risk capital.” “The primary purpose [of foundations],” Zurcher 

explained, “is to investigate in some area where the human mind has not gone before, or with 

which it is relatively unfamiliar.”56 Because foundations committed funds to uncharted areas, 

“there is always the possibility that the research or demonstration will fail to prove what it had 

been hoped would be proved.” “This,” he argued, “is the element of risk, the condition which 

governs all ventures into the unknown, which the foundation is willing to take.”57 For Zurcher, 
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as other venture capital philanthropists, the foundation was unique in its capacity to dedicate 

wealth in experimental and even perilous manners. If the beneficiary failed to achieve their 

mission, after all, the foundation faced no consequences except lost dollars. 

Financial idioms specific to venture capital were novel to mid-century foundations, but 

the formulation of risk capital philanthropy as a rationale for tax-subsidized giving incorporated 

much older foundation practices. In order to explain the foundation to their critics, 

philanthropoids insisted that the mere act of surrendering wealth to untested ideas, where 

evidence of success was often difficult to discern, was a risk. Once the dollars left the 

foundation, it was up to the beneficiary and the public to prove those funds were well spent. 

Foundations used their best judgement to determine whether a request for aid was worthwhile, 

and, when granted, could consult experts in related fields for assistance. In the end, however, the 

beneficiary assumed the risk of realizing a successful outcome, while foundations took the risk 

of giving them the funds to do so. 

Foundations argued that they were the “catalysts” or “seed capital,” not continuous 

sources of support for grantees. As F. Emerson Andrews explained in his 1956 study of 

philanthropy: “A corollary of the ‘venture capital’ concept of foundation grants is the doctrine of 

discontinuity. A foundation should not commit its income for long periods, but as soon as a 

project has proved itself--or decisively failed--the foundation should withdraw, to explore new 

fields.”58 Proponents of venture capital philanthropy regarded demonstration projects, in 

particular, as a way to fund pioneering work while maintaining a proper distance from grantees. 

In demonstration projects, foundations provided funds to test ideas, with the ultimate goal of 
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having other institutions--namely, the government--take up the work if it proved successful. 

Earlier examples included the General Education Board’s funding of a pilot agricultural program 

in 1906, which--through a great deal of controversy--inspired the agricultural extension service 

of the United States Department of Agriculture.59 The Rockefeller Sanitary Commission 

campaign to eradicate hookworm in the American South between 1904 and 1914 is another 

example of demonstration work, intended to inspire trust in public health institutions by 

demonstrating their effectiveness to southerners. 60 

The earliest recorded description of venture capital philanthropy in the San Francisco Bay 

Area referred, in particular, to the demonstration work of the Rosenberg Foundation. Roy 

Sorenson, the president of the San Francisco based Rosenberg Foundation, explained in 1957 

that “the Directors support the ‘venture capital’ principle of foundation policy.” For Sorenson, 

this meant funding “programs with little chance for initial support elsewhere.”61 In large part, 

this entailed funding demonstration projects. Between 1947 and 1955, Rosenberg dedicated 

48.7% of its grants to demonstration projects, amounting to $642,328.10.62 The foundation’s first 

grant in 1937, moreover, was for demonstration work, funding research into the prevention of 

“valley fever,” a fungal infection prevalent in the San Joaquin Valley. The project was later 

 

 
 

59 Judith Sealander Private Wealth and Public Life: Foundation Philanthropy and the 

Reshaping of American Social Policy from the Progressive Era to the New Deal (Baltimore: 

Johns Hopkins University Press, 1997), 52; Jesse Tarbert, “Reconsidering Progressive Era 

Opposition To Foundation Activity: The Farm Demonstration Project Controversy” HistPhil 

(August 8, 2016) , https://histphil.org/2016/08/08/reconsidering-progressive-era-opposition-to- 

foundation-activity-the-farm-demonstration-project-controversy/ 
60 For a thorough accounting of the Rockefeller Sanitary Commission, see John Ettling, 

The Germ of Laziness: Rockefeller Philanthropy and Public Health in the New South 

(Cambridge: Harvard University Press, 1984) 
61 Rosenberg Foundation, Annual Report for 1957 (1958), 4. 
62 Mabel L. Ellsworth, An Evaluation of the Grants of the Rosenberg Foundation from 

January 1947 to April 1955 (San Francisco: Rosenberg Foundation, 1958), 91. 



144  

taken up by the federal government, furnishing an example of philanthropic dollars ceding to a 

public program. 63 

In 1958, an outside evaluation of the Rosenberg Foundation by the Ford Foundation--the 

first external evaluation of foundation grantmaking--underlined Rosenberg’s commitment to 

demonstration work. Mabel L. Ellsworth, the report’s author, concluded that “the Rosenberg 

Foundation has primarily embraced the preventive, ‘venture capital’ concept of function to 

pioneer projects of an experimental nature which were not yet a community responsibility.”64 

Ellsworth, repeating the way in which other philanthropoids described venture capital, argued 

that Rosenberg’s work was difficult to “measure with exactitude.” In part, Ellsworth’s difficulty 

with evaluating Rosenberg stemmed from her conclusion that such pioneering work might 

produce intangible results. Other grants, moreover, sought long-range goals which could only be 

measured “over a span of time.” Nevertheless, she concluded that the foundation’s work, such as 

in demonstration projects, helped “energize personnel professionally” and “develop leadership” 

in areas “which would not otherwise have received” public attention.65 

Foundations into the 1960s argued that they must limit their role to funding ideas and 

projects and allow the longer term process of yielding positive results take its own course. While 

“many philanthropoids are recognized as experts,” reported Business Week in 1961, “their real 

talent lies in performing a catalytic function.”66 In 1962, Life a similar claim about the Ford 

Foundation. Noting that the foundation expected its grants to “act as ‘venture capital,’” the 

article explained that foundation managers also tried to remain hands-off with grantees. “The 
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philanthropoid is fond of describing a good project as ‘yeast,’ or ‘seed corn,’ or a ‘catalyst’... and 

as behaving as a “pump primer” or “pry money.” Despite an obligation to “work and sweat and 

dream and advocate to make things go,” one Ford philanthropoid explained that “there is a 

certain self-abnegation in our work.” “You must always keep in mind,” he continued, “that it is-- 

or must become--somebody else’s project.”67 

 
 

“A Major Economic Evil, Too Long Tolerated”68 

 

 
The rhetoric of venture philanthropy offered a public explanation for the social value of 

foundations, thus providing a justification for the continuation of preferential tax privileges, 

foundations’ anti-democratic power, and the lack of substantive evidence for foundations’ 

purported successes in supporting experimental or controversial work. Providing funds for 

demonstration work and short-term programs also accorded with foundation’s rhetorical 

commitments to maintaining relatively indirect, rather than long-term influence over 

beneficiaries. In the philanthropoid’s imagination, the public who used the services funded by 

foundations, or enlisted ideas foundations helped sponsor in forming public policy, had the 

ultimate ability to decide whether those funds were well spent. 

But in the 1960s a wave of criticism of organized philanthropy, culminating in the most 

thorough federal investigation of foundations to date, challenged both the core tenets of venture 
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philanthropy and, more fundamentally, raised the question of why philanthropic foundations 

should exist at all. Two currents of criticism intertwined and shocked foundations into 

reevaluating how they justified themselves to the American public, both at a rhetorical and 

practical level, and led to the gradual disintegration of midcentury venture philanthropy. One set 

of critics charged that foundations had failed to live up to their claim of sponsoring cutting-edge 

work. Far from risk-takers, critics argued, foundations had been cowards in the face of violations 

against civil rights, and had little proof that they sponsored anything beyond the most 

conventional and safest targets of philanthropy. Another, often overlapping criticism, accused 

foundations of hoarding wealth at the public’s expense, abusing their tax privileges for the sake 

of concentrating the fortunes, influence, and legacies of wealthy people in the United States. 

No one pursued both lines of criticism so aggressively in the 1960s as the populist and 

Texas Congressman, Wright D. Patman, who charged that foundations were not so much 

vehicles for human betterment as they were dangerous and publicly subsidized concentrations of 

power. Patman, a Democrat, began his congressional service in the depths of the Great 

Depression, railing against what he perceived as the unfair economic advantage of chain stores 

relative to independent merchants.69 His scorn for concentrated privilege turned towards 

organized philanthropy in the 1950s as he investigated the A&P Tea Company, which operated a 

chain of grocery stores in the United States. Patman learned that one of the A&P’s founders 

created an eponymous foundation, the John A. Hartford Foundation, raising Patman’s concern 

that such an organization could provide illegal advantages to Hartman’s company while 

depriving the public treasury of tax revenues. The number of foundations also concerned 
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Patman, a figure that grew from 12,295 in 1952 to 45,124 in 1960. “Down in Houston there are 

some neighborhoods so rich that every flea has his own dog,” he quipped. “The Rockefellers are 

like that. Every one of them has his own foundation.”70 

Echoing the concerns of Congress during the Textron investigations of 1948, Patman 

worried that business owners and wealthy people abused the tax privileges of organized 

philanthropy for private interest rather than the public’s benefit.71 He expressed his concerns 

about foundations at the same time members of the Senate Finance Committee warned in 1958 

that “the tax base is being dangerously eroded by many forces, among them tax-exempt trusts 

and foundations. Not only is the tax being eroded, but even more harmful social and political 

consequences may result from concentrating, and holding in a few hands and in perpetuity, 

control over large fortunes and business enterprises.”72“In these times, when the American 

people are over-burdened with taxes, they are,” Patman echoed, “completely justified in casting a 

jaundiced eye at the tax exemption of foundations and their control of business.”73 

Far from sponsoring experimentation or the betterment of mankind, Patman argued, 

foundations often engaged in self-enrichment at the public’s expense or attempted to shape 

American life in ways that accorded with donors’ or philanthropoids’ preferences without any 

democratic accountability. Patman, who was “the best of friends” with the powerful chairman of 

the Ways and Means Committee, Wilbur D. Mills, received approval to pursue a thorough 
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investigation of foundations in 1962.74 Even before Mills gave him the go-ahead, however, 

Patman pursued a “one-man movement” to investigate foundations, using his congressional 

power to demand information from foundations, publish testimony in the Congressional Record, 

and threated to subpoena foundations that did not respond to his demands.75 

The journalist Joseph C. Goulden claims that Patman’s investigation was “sorely 

flawed,” avoiding scrutiny of major foundations in Patman’s home state of Texas, providing 

foundations no opportunity for rebuttal, and representing a misunderstanding of certain events 

without correcting them in the Congressional record.76 Goulden was not entirely right, however: 

Patman took special aim at the Texas oilman H.L Hunt and his Life Line Foundation as well as 

the Texas based Christian Echoes National Ministry, both of which sponsored right-wing 

politics.77 Patman saw no reason why taxpayers should subsidize “antidemocratic propaganda.”78 

The Congressman also uncovered numerous instances of poor foundation management, 

including a lack of reporting of assets, grant information, and evidence of tax compliance to the 

Internal Revenue Service, let alone the public, to self-dealing and collaboration with the Central 

Intelligence Agency under the guise of charity, which he collected in a series of reports between 
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1962 and 1967. Patman reported, for example, that a tax-exempt organization called the 

Americans Building Constitutionally existed principally to teach affluent clients how to evade 

taxes by creating philanthropic foundations.79 He also revealed that the CIA colluded with the 

J.M. Kaplan and other foundations to disperse funds to anti-communist groups.80 A signatory of 

the 1958 Southern Manifesto, Patman also thundered against the Ford Foundation for 

sponsoring civil rights activism, including support for voter registration drives.81 The Internal 

Revenue Service also came under Patman’s fire, for, as Patman argued, it had not only failed to 

collect adequate information on tax-exempt foundations, but failed in its obligation to report 

foundation abuses.82 

Patman dedicated himself in particular to investigating the James Irvine Foundation, a 

California based philanthropy, producing a 1,131 page report—at the time “quite possibly, the 

largest single publication ever issued with the Congressional imprimatur”—that detailed the 

foundation’s questionable history.83 Patman used the James Irvine Foundation as an example of 
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how wealthy people exploited foundations to enrich their families while evading taxation. 

Established by James Irvine II in 1937, the foundation held majority ownership of the family 

ranching company and was so designed to retain the family’s control of the business enterprise 

and its expansive properties in Orange County, California. James Irvine II as well as his son, 

Myford Irvine, expressed almost no interest in philanthropy and did not employ staff to run the 

foundation in their stead. By the time Myford committed suicide after accumulating large 

gambling debts in 1959, the James Irvine Foundation had almost no record of charitable 

contributions. Family feuds over the foundation’s management, as well as controversy over the 

Irvine ranch properties, bogged down the foundation’s operation for much of the 1960s.84 Only 

in 1964 did the foundation publish a report of its operations, “a document light on factual 

information but heavy with rhetoric about its high purposes,” according to an expert on 

philanthropy, Waldemar A. Nielsen. A second report, published in 1969, followed much the 

same pattern.85 “Here is further illustration of how a tax exemption certificate has led to control 

of vast assets by a self-perpetuating board and made it into a powerful social and economic 

force,” Wright Patman told Congress in 1967.86 

Patman’s criticism of organized philanthropy as an unjustifiable subsidy of wealthy 

people’s power, one not consistent with the nation’s democratic values, also inspired and 

coincided with other criticisms of foundations and their tax-exempt status. Critics leveled their 

charges, in particular, at the then decade’s old claim that foundations functioned as society’s 
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venture capital. Writing in Foundation News, the historian Merle Curti rebuked philanthropy in 

its own terms. “What has been done--in terms of the giving of money, time, and talent,” Curti 

argued in 1962, “has been utterly inadequate and far less worthy of the description of ‘venture 

capital’ and social inventiveness than much of the literature of philanthropy suggests.”87 

Surveying the grants of Carnegie, Alfred P. Sloan, and Ford--three long-term proponents of 

philanthropy-as-venture capital--Curti concluded they were “no more inventive, surely, than 

dollars given to the hungry, for food, or to the sick, for hospitals and medicine.” Foundations, he 

maintained, avoided “civil liberties, minority rights, and other unpopular but socially significant 

causes.”88 

Donald Young, executive director of the Social Science Research Council, echoed Curti’s 

criticism in 1963. “Foundations avoid controversy like the plague,” Young argued. “In fact, 

proportionately very little foundation money is expended as ‘risk money.’” Like Curti, Young 

observed that foundations had “yielded leadership in such controversial areas as race relations,” 

while adding that they also neglected “care of the economically and socially disadvantaged” 

more broadly. “This is a sharp challenge to those who consider foundation funds ‘venture 

capital’ or ‘risk money,” he concluded.89 In the same year, Waldemar Nielsen, a former Ford 

officer, scholar of foundations, and then president of the African American Institute, supported 

Curti and Young’s assessment. Foundations were “unadventurous” and looked for “safe bets,” 

Nielsen argued in The New York Times Magazine, “shying away from controversy” and “almost 
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totally [avoiding] direct grants relating to racial integration.”90 Government programs, Nielsen 

added, possessed far more “quality and creativity” than those of foundations, and businesses, 

moreover, could at least demonstrate their successes “in black or red on the balance sheet.”91 

Even those who belonged to institutions well-funded by foundations questioned how well 

their benefactors functioned as venture capital. Writing anonymously in 1963, three figures from 

higher education argued that “there is a terribly naive overemphasis on the economic value of 

‘venture capital’ grants, [and] a neglect of the hidden costs involved.”92 The authors argued that 

foundations focused on funding “breakthroughs,” failing to understand that research was a 

cumulative and slow process. Foundations purported to know what constituted original and 

worthwhile research, but the authors doubted that foundations--whose criterion for grantmaking 

was understood by grantees largely through “fancy and gossip”--could make such a 

determination. In addition, foundations, constrained by their available assets and desire for 

results, were incapable of long-term funding, which meant that they prioritized fixed-term grants 

for early stages of research, but could not be counted on to be a reliable source of support.93 

While acknowledging that foundations could not engage in long-term funding, the 

anonymous authors also claimed that the foundations’ obsession with “excessive newness” and 

initial funding “corrupted” academic research. Researchers, in the interest of earning the prestige 

associated with foundation funding, chose--or at least represented--their projects to appeal to the 

grantor’s penchant for quick and innovative results. In his study of the Rockefeller Foundation’s 
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support of medical research, the historian William H. Schneider reached similar conclusions. 

Starting in the 1930s, the foundation privileged short-term grants to applied or narrowly targeted 

research, which meant sidelining research that examined “underlying principles or basic 

questions that can lead eventually to deeper insight.”94 

Some philanthropoids offered a defense of foundations in the typical allusions to venture 

capital, but others sided with Wright Patman in finding little to praise in foundation grantmaking. 

It “should hardly surprise us to find that here and there abuses may have crept in,” Everett Case, 

President of the Alfred P. Sloan Foundation responded in Foundation News. Nevertheless, Case 

argued that “the well organized foundation has an almost unique opportunity to perform for non- 

profit enterprise a function analogous to that which the venture capitalist performs for our 

economy..95 Others were not so persuaded that philanthropy’s purported role as venture capital 

excused it from Patman’s criticisms. Robert M. Hutchins, who had headed the Fund for the 

Republic, one of the organizations Representative Eugene Cox accused of sponsoring socialism 

in 1952, and who later became President of the Ford Foundation, applauded the Patman 

investigation. “[Patman] has been doing noble work in trying to find out whether the foundations 

are really foundations,” Hutchins argued. Noting that “government is going into field after field 

formerly occupied by private philanthropy,” Hutchins reasoned that foundations had a 

responsibility to justify depriving funds to the state. Taking aim at the largest foundation in the 

US, and the one he knew best, Hutchins argued that “the notion that an enormous foundation can 
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be the ‘risk capital’ of philanthropy has been refuted by the history of the Ford Foundation; it 

cannot be accused of being venturesome.”96 

The challenges that Patman and dissenting philanthropoids, as well as federal government 

spending, posed to the legitimacy and mission of foundations encouraged Ford, in particular, to 

renew its commitment to venture philanthropy in novel terms. When Henry T. Heald stepped 

down from the presidency of the Ford Foundation in 1965, he acknowledged that government 

spending “outstripped private philanthropy” and that the government assumed responsibility for 

fields “private philanthropy once dominated.” Because the federal government has “stretched 

public philanthropy to vast new proportions,” Heald argued, “foundations need to be bolder in 

the face of growing public spending. For Heald, foundations needed to serve as a countervailing 

force to the “welfare state.” In its relative autonomy organized philanthropy sustained innovation 

and creativity, countering the specter of “a supine citizenry, an overweening bureaucracy, and an 

erosion of individual initiative.”97 

After Heald retired, the Ford Foundation took some of the boldest steps in recasting 

venture philanthropy as a systematic form of giving distinct from that of “public philanthropy.” 

Under the leadership of McGeorge Bundy, a well known critic of foundations as lagging behind 

the federal government in inventiveness, Ford pledged it would devote $10 million of its 

portfolio in “ventures promising a high ‘social yield.’”98 Whereas foundations had used the 

language of “investment,” “social return,” and “risk capital” more than ten years earlier, they 

provided grants as their principal source of support while managing their portfolios for optimal 
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growth. Ford’s “program-related investments,” however, were a novel intermingling of 

philanthropy and investing to achieve its goals. Ford’s first priority was to provide investment 

capital for “Negro business development,” a project that the Oakland Post interpreted as a sign 

“that the keepers of the purse strings of America have finally seen the light.”99 

The 1969 tax reform hearings also provided one of the more often cited passages for 

describing the origins of venture philanthropy, though the statement was, in the longer history of 

philanthropy, unremarkable. In the 1969 hearings John D. Rockefeller III testified that it was 

“reasonable to speak of the imaginative pioneer efforts of philanthropy as ‘venture 

philanthropy,’” akin to a “forward-looking business investment.”100 Confronting the specter of 

expanded regulation of foundation, he also emphasized the inscrutability of philanthropy. “I 

would say that what appears to be a mistake today may, with the passage of time, prove to have 

been farsightedness and an imaginative approach.”101 Despite the scholarly attention 

Rockefeller’s statement has received for its presumed novelty, foundations justified their tax 

privileges by analogy to finance and risk-taking since the late 1940s. The rhetorical defense, 

moreover, was less compelling in 1969 than when foundations used it in the Cox-Reece 

committees of 1952-1954, having come under extensive criticism. 

Far from an origin point for the concept of venture philanthropy, the hearings leading to 

the Tax Reform Act of 1969 were its terminus. Congress did not adopt Patman’s most stringent 

recommendations, including a moratorium on tax exemptions and limitations on foundation 

lifespans to twenty-five years. But the legislation—“a major watershed in the law of 
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philanthropy”—did break from the past in that it implemented “actual regulations and mandates 

for a field that had enjoyed almost a century of near unbridled freedom.”102 The 1969 Act created 

a distinction between foundations as either private or public, with private foundations described 

as those that were supported by contributions made primarily by one person or a family, and 

public charities as those that sought contributions from a wide base of the population.103 

Congress focused much of its regulatory attention on private foundations—such as the James 

Irvine Foundation—rather than community foundations—such as the San Francisco Foundation 

or the Peninsula Community Foundation—as the latter were considered public charities and 

therefore more controllable by the broader public.104 Congress wished to implement measures 

that ensured private foundations, in particular, would distribute their funds in ways that 

benefitted the public, and that the public would have a much better sense of how philanthropic 

foundations made their grants. 

The Tax Reform Act of 1969 attempted to make private foundations accountable to the 

public by requiring that they provide more publicly accessible information on their grantmaking, 

while also implementing tax measures to ensure that foundations fulfilled their philanthropic 

duty to the public. Congress enhanced reporting requirements, including a mandate that 
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foundations file an information return and an annual report.105 In addition, Congress imposed on 

private foundations a 4% annual excise tax on net investment income (later reduced to 2%), 

prohibitions against seal-dealing, a 6% annual payout of assets (later reduced to 5%), restrictions 

against political lobbying of any kind, and a 20% limitation on ownership of any corporation. 

The consequences of the 1969 Tax Reform Act were multiple. Exempted from such oversight, 

community foundations experienced an upward growth in assets by 30% in 1972 and another 

10% in 1973.106 Foundations throughout the US, moreover, experienced a period of “great 

fright,” almost “panic,” and even projected that foundations were an “endangered species.” As 

the professor of social policy and nonprofit scholar Peter Frumkin writes, foundations “moved 

quickly to improve perceptions of the quality of philanthropic management,” employing 

additional staff to “communicate with the public” and work more closely with grantees. As part 

of their effort to build legitimacy, administrative expenses of foundations increased between 

1966 and 1972, growing from 6.4% of grant outlays to 14.9%.107 “If foundations hoped to 

survive the next outburst of regulatory enthusiasm,” concluded Peter Dobkin Hall, “they would 

have to justify themselves to a public that was increasingly skeptical about the capacity of 

private wealth to act in the public interest.”108 
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Do We Know What We Are Doing? 

 

 

Foundations did not abandon the analogies to venture and risk capital that served as their 

justification for tax privileges as a result of the 1969 Tax Reform Act, but some increasingly 

questioned the ideas that defined venture philanthropy. Wright Patman’s crusade, the charges of 

foundation timidity, and the subsequent tax reforms persuaded a small but growing number of 

foundations that they could no longer be hands-off with grantees or that philanthropy was in 

some sense an unknowable process. Instead, they encouraged the development of evaluation 

techniques to demonstrate that foundations made wise use of their resources and understood 

what they were doing to the public. 109 “Foundations have a fragile position in American life,” 

Orville G. Brim, Jr., former president of the Russell Sage Foundation explained in 1972. The Tax 

Reform Act testified to the public’s interest in knowing whether it “was getting its money worth 

from the tax exemption granted to private foundations.” He worried that without information to 

the contrary, the public might conclude that foundations squandered dollars that should 

otherwise go to the government. “In the absence of evidence one can argue that the waste [of 

foundations] is very high, and this belief, over time, erodes society’s confidence in our efforts.” 

Indeed, “American society may soon say that four generations of foundations are enough and 

discard the tax-exempt foundation as an experiment that has not paid off.”110 

In an article entitled “Do We Know What We Are Doing?,” Brim Jr. concluded that 

foundations by and large had no systematic understanding of their own operations. “Most 
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foundation trustees and executives clearly do not know what they are doing, in the sense that 

they do not know the consequences of the decisions they make for the society in which we live.” 

Instead, Brim argued, foundations operated on “maxims and some ‘traditional wisdom,” all of 

which added up to “very soft stuff, useful mainly in disposing of proposals for expeditions to 

capture an Abominable Snowman, or fervent but far-out requests.”111 

In pursuit of hard stuff, foundations turned to assessments in the 1970s—at a slow and 

uneven pace—due to the federal government’s promotion of program evaluation research. 

Evaluation methods that emphasized business-like metrics of efficiency and productivity wound 

their way into public institutions through the private sector as early as the 1940s. The historian 

AJ Murphy argues that the U.S. defense establishment adopted business-inspired reforms in 

order to manage its growing bureaucracy during the Cold War.112 But formalized methods of 

evaluating the performance of organizations in business terms did not find their way into social 

problems until the Great Society. The historian Peter Dobkin Hall credits legislation such as the 

Economic Opportunity Act of 1964 and the Elementary and Secondary Education Act of 1965, 

both of which provided funding for program evaluation, as key inspirations for the development 

of assessment methods in foundation settings. By 1970, the federal government, Hall found, 

expended “$45 to $50 million for evaluation research in the general areas of social welfare and 

social services, housing, education, etc.”113 
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While the federal government was the chief sponsor of evaluation techniques that 

originated in the private sector, foundations were reluctant to compare themselves to public 

institutions and instead continued their use of investment analogies. Sounding the familiar 

complaint that foundations had “some catching up to do” with the federal government, M. J. 

Rossant nevertheless suggested that foundation grants could still function as “risk capital.” But 

“investing in the frontiers of knowledge, like investing in the stock market, should not be the 

game of amateurs.” Foundations, he claimed, required “skilled professional management,” 

“critical self-evaluation,” “deliberate assessment” of projects, and greater involvement in 

overseeing grants.114 

In 1973, David Rockefeller Jr. also warned that foundations “may be eliminated unless 

we answer the critics with a strong argument for extended life.” In order to rehabilitate the 

foundation in American society, he proposed “one course which both defines a special role for 

foundations (as distinct from government, business or individuals) and which might begin to 

repair their sagging public image. Let’s call it ‘venture philanthropy.’” 115 But Rockefeller did 

not intend to repeat tired claims about venture capital. Instead, he argued that older notions of 

venture philanthropy were too short-term, that grantors needed to be more hands-on, and that 

they should engage in rigorous evaluation. “I don’t want to be misunderstood as making a new 

case for an old foundation favorite,” he explained. “I don’t endorse the ‘venture philanthropist’ 

who undertakes risky projects but then runs off with his psychic earnings before an innovative 

 

 
 

Outcomes Movement in Philanthropy and the Nonprofit Sector” in The Nonprofit Sector: A 

Research Handbook ed. Walter W. Powell and Patricia Bromley (Stanford: Stanford University 

Press, 2020), 385. 
114 M. J. Rossant, “‘The Next Steps Forward’” Foundation News (March, 1969), 72. 
115 David Rockefeller Jr. “Foundation Fireside: Dusting the Mantel or Stirring the 

Ashes?” Foundation News (March/April, 1973), 26 



161  

grantee has established the momentum to continue on his own.” He advised sustained evaluation 

and partnership, taking inspiration from “financial institutions” that “as a matter of survival” 

followed up with those they provided loans.116 

Rockefeller expressed a developing sense among philanthropoids and donors that the 

ephemerality of foundation grantmaking, as well as the rhetorical commitment to a hands-off 

relationship to grantees, could no longer be construed as entrepreneurial philanthropy. Adam 

Yarmolinsky, a political scientist at the University of Massachusetts, also recognized how the 

Tax Reform Act of 1969 changed the conditions under which foundations could take risks with 

their funds. Writing in 1973, Yarmolinsky repeated the logic of venture capital philanthropy, 

going so far as to argue that the expertise foundations had to offer grantees was quite marginal. 

“In a sense, the risk-taking is more important than the appraisal of the risks themselves.” 

Yarmolinsky went as far to deem giving grants at random as preferable to surrendering funds to 

“public charities” managed “by even the wisest board of directors.” But Congress could not 

tolerate such abdication of responsibility. In the estimation of Congress, Yarmolinsky explained, 

foundations must take more responsibility for distributional decisions and outcomes. “The 

harassed philanthropoid,” he continued, “may well ask, ‘Why then has Congress said that if we 

select a high-risk grantee, we remain responsible for the way he spends the money we were 

permitted . . . by law to give him?”117 To his imagined reader, Yarmlinsky offered simple advice: 

foundations must find a way of telling the government what they were doing. 
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Philanthropy Meets Sand Road 

 

 

If events in the 1960s discredited core concepts of venture philanthropy, they also opened 

space for philanthropoids to imagine alternatives. In Silicon Valley, Bill Somerville, executive 

director of the San Mateo Foundation, sought to find a new way for philanthropy to accomplish 

the objectives that venture philanthropists had once celebrated with the simultaneous need for 

stricter evaluation. He did so in a context of federal and state austerity, of booming fortunes in 

high tech and financial enterprise, and a growing turn towards new business practices within the 

nonprofit sector as a matter of survival. By the 1980s, as the next chapter argues, Somerville 

fashioned a new form of venture philanthropy, one that bore the distinctive imprint of Silicon 

Valley. 
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Chapter 4: Entrepreneurial Philanthropy 

 
In 1984, Bill Somerville, executive director of the Peninsula Community Foundation 

wrote the outlines for what he described as venture philanthropy. “Like private sector 

entrepreneurs, we are innovators. When we see opportunities, we take the initiative.” “For the 

Peninsula Community Foundation,” he explained, “philanthropy means investing in programs 

and institutions that produce significant human returns.” Somerville acknowledged that “a new 

generation of philanthropists” desired a “more active role in the funding process,” and promised 

that the Peninsula Community Foundation would, with its assistance, allow resource providers 

“direct involvement.” In addition, Somerville emphasized the ability of the foundation to act as a 

“philanthropic investor.” “The Foundation provides professional advice and assistance to donors, 

much as a financial counselor offers guidance and support service in other types of investment,” 

Somerville wrote. “This role can include recommendation of funding opportunities and due 

diligence investigation of potential recipients.” The foundation also provided an opportunity for 

“leverage,” allowing engaged donors to do “far more as part of the foundation than separately.” 

Donors could, he assured them, provide “seed capital” through the foundation to nonprofit 

organizations with new ideas. 1 Even in its rudimentary form, Somerville’s conception of venture 

philanthropy resembled more closely the relationship between a venture capital firm and a start- 

up than prior iterations of venture philanthropy described by past foundations. 
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The revised model expressed the confidence that foundation managers could take a more 

assertive role in controlling the grantmaking process, assuming more hands-on oversight over a 

longer timeframe. The model also reflected the influence of Silicon Valley’s growing financial 

industry. Somerville’s creation of venture philanthropy, as this chapter argues, marks both the 

culmination of previous trends and a starting point for a sustained reimagining of the relationship 

between foundations and grantees over the late twentieth century. Somerville hoped that his 

model would prove philanthropy’s worth to the public, while ensuring that nonprofit 

organizations in the Bay Area remained well-funded and supported. Other philanthropoids, 

seizing on the language and concepts first developed by Somerville, would repurpose the model 

in ways that Somerville had never intended—much to his lasting dismay.2 

A precondition for Somerville’s revision of venture philanthropy was the conviction that 

the process of philanthropy could be—and should be--measured and managed by grantors and 

grantees. The quest for measurement was a response to the Tax Reform Act of 1969, which 

required foundations to meet higher standards of professionalism in disclosing how they 

administered and gave away their funds. The attempts to make philanthropy understandable 

through metrics and other formalized measures eroded an older conception of philanthropy, 

which described the process of grantmaking as open-ended and to some extent resistant to 

prediction. Section one of this chapter shows how foundations in the San Francisco Bay Area 

struggled to adapt older practices of assessment based on in-site visits, consultation with local 

 
 

2 Somerville later shared in his generation’s criticism of venture philanthropy being too 

concrete in its adherence that philanthropy yield an investment, arguing that nonprofit 

organizations and for-profit businesses shared too many dissimilarities for the investment 

metaphor to be practiced so literally. See discussion of Bruce Sievers in chapter six as well as 

Somerville’s reflections in Bill Somerville and Fred Setterberg Grassroots Philanthropy: Field 

Notes of a Maverick Grantmaker (Berkeley: Heyday Books, 2008) 



165  

professionals, and other forms of judgement garnered from personal experience. In Silicon 

Valley, however, Bill Somerville, a young executive trained by the Bay Area’s veteran 

philanthropoids, produced a synthesis of old foundation practice with more formal methods of 

evaluation by 1984. This new form of what he called venture philanthropy privileged the tacit 

knowledge of grantors and grantees, while also calling for formalized assessment. 

Section two argues that the venture capital industry provided Somerville the language and 

practices to achieve his synthesis of older philanthropic practices with the need for more formal 

evaluation. He could have referenced institutions other than venture capital, but the industry’s 

relevance to locals, its apparent success demonstrated in booming fortunes, and its distinctive 

strategy of providing both capital and management assistance to start-up firms appealed to 

Somerville. Venture capital appeared to offer an effective model for identifying worthwhile 

nonprofit organizations and ensuring their long-term success, while eschewing the administrative 

inefficiencies which Somerville believed crippled government and foundations. Venture capital’s 

practice of providing management consulting to investees, moreover, resonated with Somerville, 

who found that too many nonprofit organizations failed to adopt business practices that could 

provide data on their performance and ensure their long-term success. 

Somerville’s new sense of the possibilities of venture philanthropy found a receptive 

audience in the local nonprofit sector confronting new levels of state and federal fiscal austerity, 

as discussed in section three. Beginning in the late 1970s, cuts in state and federal spending on 

the nonprofit sector, as well as reductions in taxes, pushed nonprofit organizations—especially 

human service providers—to sell products, charge clients, and adopt business management 

strategies to survive. Nonprofit organization’s adoption of business values, such as efficiency 

and profitability, blurred the line between the for-profit and non-profit sectors, and opened a 
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space for venture philanthropy to take institutional form. By the close of the 1980s, these 

developments produced the rudiments of a new concept of venture philanthropy within Silicon 

Valley. 

 
 

Making the Philanthropic Dollar Less Mysterious 

 

The creation of measurable knowledge about grantmaking made venture philanthropy 

possible. This process included creating procedures for evaluating the performance of 

foundations and recipient organizations, management training, trade associations that 

disseminated industry standards, and research centers and literature on the nonprofit sector 

starting in the 1970s. Taken together, these efforts attempted to make the process of how 

foundations managed and distributed their funds, as well the work of operating nonprofit 

organizations, legible to grantors and nonprofit managers. The historian Peter Dobkin Hall 

referred to this process as “the rationalization of philanthropy,” which philanthropoids undertook 

after the 1969 Tax Reform Act and the public’s more general criticism of tax-exempt 

philanthropies.3 Making philanthropy a knowable process, one that could be assessed and 

measured, cut against the practice of giving that philanthropoids had previously called venture 

philanthropy—and sowed the seeds for its transformation in the 1980s. 

While earlier attempts to liken foundation giving to venture capital occurred in 

foundations in the Northeast and Midwest, the realization of a novel form of venture 

philanthropy—one modeled on the relation between an investor and a technological start-up— 

occurred in the San Francisco Bay Area. The career of Bill Somerville, who became executive 

director of the San Mateo Foundation in 1974, illustrates how venture philanthropy emerged both 
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as a response to federal regulation of foundations and to factors local to the Bay Area. 

Somerville first became familiar with philanthropy as a grant seeker, an experience that made 

him critical of how inadequately foundations often served the neediest people. The son of 

migrants from Oklahoma, Somerville sympathized with the “poor and disenfranchised” as he had 

“grown up as one of them.”4 His affinity for helping others led him to complete a graduate 

program in criminology at UC Berkeley and then spend thirteen years of work in local nonprofit 

organizations. 5 In seeking support for grantors, Somerville concluded that too many foundations 

exhibited the “worst aspects of big government,” more enamored with bureaucracy and prestige 

than funding worthwhile organizations and their programs. Foundations, he argued, treated 

nonprofit organizations with disrespect, asking them to meet inconsistent and laborious standards 

that slowed down the process of doing good. “I swore that I would never behave in the manner 

that I had routinely encountered as a grantseeker,” he remembered. “I knew exactly what not to 

do.” 6 

Early in his career Somerville expressed the conviction that if foundations could better 

convey how they worked to the public, they could satisfy their critics and better serve the 

nonprofit organizations that sought foundation funds. In 1973, Somerville published an article in 

The San Francisco Examiner arguing that “foundations seem to lack priorities and public 

concern when giving their money away.” Too often, he alleged, foundations attempted to “prove 

their authenticity and validity by the importance of their sponsors rather than by their ability to 

carry out programs.” In addition to failing to justify their place in American life by 
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demonstrating their practical value, Somerville argued, “many foundations are lax in their 

evaluation of programs they fund.” A reluctant to engage in evaluation, however, led to 

foundations rewarding nonprofit organizations that failed to serve the public. Somerville claimed 

that “too many examples come to mind of programs receiving hundreds of thousands of dollars 

that are unable to achieve their stated goals. This is to say that the criteria for giving funds was 

unrelated to the potential for success.” In a context in which “the argument has been made by 

legislators that foundations are ‘quasi public’ because they are funds which would have gone to 

taxes,” Somerville concluded, the failure of foundations to prove their effectiveness—to make 

“the mysterious philanthropic dollar … less mysterious”—could prove a great vulnerability. 7 

The feedback that Somerville received from foundations only reinforced his conviction 

that organized philanthropy needed to prove its worth in legible terms and adapt more effective 

means of evaluation. Foundation personnel wrote Somerville to complain he had treated them “a 

bit rough,” and that they were not “very much in support” of his ideas. Citing articles in 

Foundation News, Somerville maintained that foundations were interested in proving their worth 

by emotional and base appeals that had little to do with their ability to achieve practical 

outcomes. He noted, for example, that foundations included “attractive youth or good-looking 

women” in their annual reports, rather than the information necessary to discern the foundation’s 

effectiveness. “It’s appealing to the lowest common denominator of peoples’ interests.”8 For 

Somerville, developing a concrete assessment of whether foundations achieved their outcomes 

became a lifelong goal. 

 
 

7 Bill Somerville, “Those Foundation Dollars” San Francisco Examiner (September 17, 

1973) quoted in Bill Somerville, “A Foundation Executive in Training, 1961-1974” oral history 

by Gabrielle Morris, Bay Area Foundation History, Volume III, Regional Oral History Office, 

The Bancroft Library, University of California, Berkeley (1976), 283c. 
8 Bill Somerville, “A Foundation Executive in Training, 1961-1974”, 310. 



169 
 

In the early 1970s, however, Somerville did not enumerate any formal method for 

pursuing more rigorous evaluation, joining other philanthropoids who understood the necessity 

of evaluation but did not know how to assess their programs or grant-seekers in any useful 

manner. Ruth Chance, the executive director of the Rosenberg Foundation and a source of 

inspiration for Somerville, expressed her peer’s confusion in 1974: “Evaluation has us all 

anxious. What is it, how do you do it, can you trust it? We’re still floundering.”9 While Chance 

believed foundations needed to institute “more evaluation,” she admitted that “finding effective 

ways to evaluate can be baffling, too.” Chance belonged to an earlier generation of 

philanthropoids in the San Francisco Bay Area, who were veterans by the time Somerville 

became executive director of the San Mateo Foundation in 1974. Chance, whom Somerville 

knew before his foundation career, influenced his approach to grant-making. “Mrs. Chance is 

one of the most knowledgeable and capable foundation persons in the United States,” Somerville 

explained, and she “stimulates my thinking and she stimulates my good feelings.”10 In particular, 

Somerville appreciated her ability to investigate “a person, or program, or idea”—Ruth Chance 

“makes the CIA look meek,” he laughed.11 

And yet Chance—whose influence extended beyond Somerville—was, like her peers, not 

inclined towards formal methods of evaluation that relied on business-like metrics to measure the 

efficiency of output relative to input. To the Bay Area’s early generation of foundation 

managers, the intelligence, personality, and skill of the people who worked in nonprofit 

organizations were critical determinants of whether their organizations would be successful. And 
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those qualities were difficult to measure outside of interpersonal assessment and consultation 

with relevant experts, often other philanthropoids. An organization with a promising program 

could change course, Chance observed, because of differences in personality within an 

organization that foundations could not anticipate. “We don’t know how to measure or 

understand all the effects of changes in the course of a project,” she told Gabrielle Morris, an 

interviewer for Berkeley’s Regional Oral History Office in 1974. When Morris echoed that “It 

would be difficult to set up a quality control system such as you can for refrigerators,” Ruth 

agreed. Business measures of cost-effectiveness could not furnish philanthropoids useful 

information.12 Chance also cautioned that evaluation could stymie a foundation’s creativity and 

desire to take risks, restricting them instead to the narrow goal of achieving discernible outcomes 

through relatively safe projects. She praised the Ford Foundation’s evaluation of its educational 

grantmaking in 1972 as “courageous,” but noted that its publication had made the Ford 

Foundation timid. “Now applicants tell me they sometimes feel the evaluation has made Ford too 

cautious.”13 

More in line with older notions of venture philanthropy, the first wave of Bay Area 

foundation managers insisted that grant makers were limited in their ability to predict the success 

of a grant, even as they expressed interest in developing more systematic assessment. John R. 

May, the executive director of the San Francisco Foundation—then the largest community 

foundation in the Bay Area—echoed Chance. “The way a foundation man really learns his 

trade,” he explained, “was by finding out who are the people that it’s most profitable to talk to 

and what are the questions to ask them.” Listing the numerous grant areas of foundations, from 
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“social work, and race relations, and education, and the arts, and conservation, and all the 

divisions within all those fields,” May concluded that “you simply cannot expect anybody to 

know what he’s talking about.” Instead he advised foundations to conduct “site visits and talk 

with people who knew what they were talking about in the area of the application.” 

For all of his life Somerville, an energetic and charismatic personality, would share the 

first generation’s commitment to knowing the people who ran organizations, while casting a 

critical eye on layers of bureaucracy. He loathed paperwork, which he saw as conducive to 

timidity, and advised foundation managers not to evaluate grantees behind a desk. 14 Determining 

whether a grant seeker should be funded, he explained, was a skill born through countless hours 

of sifting through ideas, appeals, and by meeting with applicants and those who had opinions of 

them. “It’s the same thing as how any expert recognizes quality in his field,” explained 

Somerville in 1974. “When you’re a person who works with ideas, you can start recognizing 

them.” “You get an intuitive feeling,” he added, “at least I do, and then you move ahead with it 

and do some assessment, by looking into the person, by looking into what other people think 

about him.” 15 Somerville, like Chance, blended means of formal assessment—reviewing grant 

requests and recommendations—with intuitive, or tacit knowledge, which he had accumulated 

over the years of his work. 

But as much as Somerville shared in approaches to philanthropy with the foundation 

managers before him, he was also skeptical that established foundation practices led to effective 

outcomes that would satisfy a critical public. Somerville demonstrated a consistent interest in 
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formalizing a mode of evaluation within the foundation sector, which he believed would make 

the process of giving more comprehensible to grantors, grantees, and the public. For example, he 

criticized the Ford Foundation for relying on “special words” rather than explicit explanations of 

what the foundation wished to fund. “The Ford Foundation used to say: We want to be the first 

breaker on the beach with the tide following. I always thought that was corny.” Such lack of 

clarity and precision produced inefficiencies in the grantmaking process. “People would listen 

and then they would write proposals saying this is unique and this is new.” Grant seekers would 

use whatever “magic word” the foundation championed. “And then the foundation turns around 

and says: Don’t feed us what we want to hear; feed us what we need to say.” Unfortunately, 

Somerville concluded, nonprofit organizations feared being turned down by being candid with 

foundations.16 

Somerville was concerned with developing a means of identifying worthwhile 

organizations and ensuring they received funds, not singing the praises of risk-capital without a 

clear sense of what that meant. He did not envision foundations either remaining hands-off or 

dictatorial in relation those they supported, but rather forging transparent partnerships between 

grantor and grantee. As a foundation consultant, for example, he proposed creating organizations 

that would collect and disseminate information about grantors so that both foundations and grant 

seekers would better understand one another’s goals and expectations in concrete terms.17 

In 1973, Sommerville proposed that the Council of Foundations fund a “foundation 

resource center,” which would primarily collect evaluation data from local foundations and share 
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them with other grantors. In addition, the center would provide consulting services to grant 

seekers and foundations, helping them standardize their operations. In his proposal to the 

Council of Foundations, the nation’s largest association of foundations, Somerville explained the 

that “the need to evaluate, assess and sometimes monitor projects [that foundations] fund” owed 

to “government regulation.”18 The Council of Foundations, however, deemed the proposal an 

unrealistic effort to change the relationship between grantors and grantees. Eugene C. 

Struckhoff, president of the Council, insisted instead that foundations perform evaluations 

independently, not through an institution that would, in effect, lead to standardization. 

Foundations, he explained, should be “adversaries” to those requesting funds, assuming the 

responsibility of critically evaluating requests rather than referring to an outside agency with 

assessment data pooled from multiple foundations. Likewise, “grantee agencies must do their 

own homework” in writing proposals.” Struckhoff preferred that individual foundations, or at 

least a local association of foundations, assume the responsibility of determining how to 

distribute funds.19 Thomas R. Buckman, who worked for the Foundation Center, also concluded 

that “making a better mesh between fund-seekers and fund-givers through exchange of 

information … makes sense, but it goes beyond what our Board would allow us to do.”20 

While the Council of Foundations and the Foundation Center decided not to support 

Somerville’s project—on the shared grounds that it was not their responsibility to mediate the 
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relationship between grantors and grantees in the Bay Area—he nevertheless continued to insist 

on the need for a more systematic means of evaluating grantees. In a 1974 interview, Somerville 

expressed ambivalence about the logic of midcentury venture philanthropy. “Foundations have 

historically said, you know, we’re not educators, and we’re not scientists, and we can’t make 

certain judgements on these things, because we don’t know whether in fact statements are true or 

not.” Nevertheless, foundations gave despite the essential unknowability of their task. “It’s a vote 

of confidence,” he explained, “because the foundations still don’t know what the program’s 

going to do.” Such philanthropy was itself a “sort of venture grant,” and even Somerville 

admitted to re-funding programs that “didn’t do what they said,” knowing that prediction was 

difficult. But this was not a state of affairs that Somerville wished to sustain. “In terms of 

evaluation, we’re not clear with regard to whether grants, indeed, are doing what they’re 

supposed to be doing.”21 

By the late 1970s, Somerville began experimenting with teaching nonprofit organizations 

business values, namely, the adopting of metrics of efficiency and management. In 1976, his 

foundation partnered with Syntex, a pharmaceutical corporation, and Frank Koch, a corporate 

contribution officer, to hold workshops to “solve some of the management problems of nonprofit 

agencies.” The San Mateo Foundation described the workshops in its annual report as “dealing 

with administrative problems of non profit agencies,” to be solved by “developing evaluation 

components as a factor of program effectiveness.”22 “Many grantees turn out to be inexperienced 

at managing simple business accounting, record keeping, and other procedures,” Somerville 
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found. They had “lousy business instincts.” 23 Forty different organizations attended the seven- 

week workshop, a turnout that Koch, attributed to government austerity. Nonprofits hoped to 

“follow the example of business” and were “increasingly seeking, and finding, management 

assistance to make their money go further.” They did so, Koch said, in order to survive in an era 

of declining government contributions.24 

Attending the workshops allowed personnel from the San Mateo Foundation to teach 

grant seekers how to operate themselves and provide information useful to grantors. For 

example, the workshop taught nonprofit organizations “accounting, program planning, office 

management, personnel policies, public relations”; and Bill Somerville provided 

recommendations on how to communicate with potential donors. The management training 

workshops were well-received, leading the Levi Strauss Foundation to work with the 

Management Center to implement additional workshops outside the Bay Area.25 Somerville, 

meanwhile, also created a freely accessible repository of texts to help grant seekers understand 

what foundations expected and what they would fund.26 In 1977, moreover, regional 

foundations—including the San Mateo Foundation—helped create the Foundation Center’s field 

office in San Francisco, which provided access to information on how foundation’s administered 

grants, their program areas, as well as consulting services. By the latter half of the 1970s, 
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Somerville was not the only foundation executive who tried to rationalize philanthropy in the 

San Francisco Bay. The members of the Northern California Foundation Group, an organization 

formally established in 1981 with roots in informal lunch meetings started by John May and 

Ruth Chance, and formerly funded by the Peninsula Community Foundation, often discussed 

how to make the region’s nonprofit sector more comprehensible to grantors, grant seekers, and 

the public.27 

 

VC 

 

 

As Somerville sought to make organized philanthropy a more legible and business-like 

process, the region’s venture capital industry—long a small part of Silicon Valley—underwent a 

period of sustained growth and acclaim—and provided a reference point for reimagining the 

relationship between foundations and nonprofit organizations. While early-stage investors shared 

many of the features today associated with venture capital, their numbers were relatively small 

and they existed mostly in the Northeast. The American Research and Development Corporation 

(1946), H. Whitney & Company (1946), and Rockefeller Brothers, Inc (1946) formed the 

rudiments of a small venture capital industry, which grew to twelve firms by 1954. By the late 

1970s, however, the number of venture capital firms in the United States underwent a period of 

sustained growth. In 1979, 225 venture capital firms were established and 861 by 1989 Annual 
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new commitments to venture capital funds had been about $100 to $200 million during the 

1970s, but they exceeded $4 billion annually during the 1980s. 28 

Moreover, venture capital in Silicon Valley took a particular form that became common 

throughout the nation, and likely inspired Somerville as a model for working with nonprofit 

organizations. The first venture capital firm in Silicon Valley, Draper, Gaither & Anderson 

(DGA), was founded in 1959 in Palo Alto, California.29 Like other venture capital firms, DGA 

invested in early-stage companies, which are generally too high of a risk for other lenders, and 

received equity in the company with the hopes of realizing returns when the company 

experienced a liquidity event (typically an initial public offering). During an initial public 

offering, for example, the venture capital firm’s investors were paid their equity portion of the 

company’s proceeds. 

However, DGA established the precedent of forming a limited partnership, which became 

the norm for venture capital firms thereafter, and allowed the firm to make larger investments. 

The limited partnership allowed institutional investors, such as pension funds, insurance 

companies, foundations, and university endowments, to provide financing for DGA’s fund, while 

DGA’s investors made the decisions about how to invest the money provided by their limited 

partners. In exchange for giving up discretion over investment choices, limited partners were 

liable only to the amount of their investment, while the venture capital firm—the general 

partner—assumed unlimited liability. As general partner, DGA earned compensation from their 

limited partners by collecting a management fee on committed capital (the rate for DGA is 
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unknown, but a typical rate is 2% per year), as well as a share of the profits yielded after a 

liquidity event (DGA received 40% and the limited partners 60%).30 DGA, like other venture 

capital firms, could invest in closely-held businesses and other publicly traded companies, but 

because venture capitalists principally generated profits through liquidity events, such as the sale 

of a company or initial public offering, preferred to invest in new enterprises. Because of DGA’s 

desire to yield high returns via a liquidity event, moreover, the firm had an incentive to provide 

management and technical assistance to startups to ensure their rapid success. 

In the 1970s, the federal government undertook a series of regulatory changes that made 

large sums of wealth available to limited partnerships, such as those DGA pioneered in early 

stage investing, producing a boom in the venture capital industry. In 1979, Congress reduced the 

U.S. capital gains tax rate from 35 to 28 percent and decreased the amount of capital gains tax 

liability for investors. Concurrently, Congress passed legislation that exempted managers of 

venture capital from certain reporting requirements and facilitated their collection of 

performance fees, each a departure from past policy. In that same year, the federal government 

granted the venture capital industry an even greater boon by allowing pension funds and 

endowments—including philanthropic foundations—to invest in riskier assets, including venture 

capital funds. 

While not an important part of the early history of Silicon Valley, by the time Somerville 

entered the Bay Area foundation world in 1973 venture capitalists had become integral to the 

financing and management of technology start-ups. Reductions in federal defense spending in 

the late 1960s, as well as the existing infrastructure of Silicon Valley—namely, Stanford, UC 

Berkeley, and San Jose State University’s partnership with high-tech industry and a long history 
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of technological specialization—made the region attractive to venture capital seeking a higher 

rate of return for greater risk. 

As an executive director of a community foundation, Somerville often consulted with 

trust departments, attorneys, and wealthy individuals, and in that capacity he would have been 

hard pressed to ignore how much venture capital had woven itself into the local economy. By the 

1970s, some investment banks, such as Hambrecht & Quist, in San Francisco, had begun to 

specialize in underwriting initial public offerings. Alongside banks, local insurance companies 

also functioned as partners for venture capitalists. In addition, engineers formed venture capital 

firms or joined them as technical experts. As Inc. magazine declared in 1981, “anyone with more 

than a passing knowledge of business and finance knows that venture capital is 'hot’.”31 

Somerville also confirmed the San Mateo Foundation’s commitment to the region in 

which venture capital firms and technological start-ups clustered. In 1981, the board renamed the 

San Mateo Foundation to the Peninsula Community Foundation and dedicated it to serving both 

San Mateo and Santa Clara Counties, thus encompassing the “valley” that was the home of an 

increasing number of high-tech companies, Stanford University, and Sand Hill Road’s dense 

collection of venture capital firms. 

Somerville likely saw parallels between the better managed philanthropy he wanted and 

the practices of venture capital firms. As strategic investors, venture capitalists sifted through 

large numbers of business plans from the region’s numerous entrepreneurs, priding themselves 

on their ability to identify promising enterprises and weed out potential failures—a niche 

expertise they had the freedom to cultivate due to the nature of the limited partnership. Most 

firms were small, without large teams of analysts, and consultants. Rather a small group 
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claimed the expertise to manage and place the funds by getting to know the ins and outs of rising 

entrepreneurs’ projects. Given that Somerville was long skeptical of bureaucratic institutions, be 

they the federal government or the Ford Foundation, the lean character of venture capital firms 

may have also appealed to him. Throughout the 1970s venture capital could claim a large 

number of profitable investments, culminating in the astonishing public offering of Apple 

Computer in 1980. Given that Somerville so long wanted a means to assess and fund worthwhile 

nonprofit organizations—especially those that did “innovative” work—it’s unlikely he would 

have overlooked venture capital’s success at evaluation or the large fortunes they had helped 

realize. 

Venture capitalists also distinguished themselves in ways that likely appealed to 

Somerville’s desire for more hands-on management of grantees. The limited partnership 

model—that is, the relationship between passive institutional investors and the general 

partners—mirrored the relationship between foundation managers and the donors whose wealth 

they distributed to nonprofit organizations. Moreover, the partners of a venture capital firm 

provided technical and management assistance to start-ups, even serving on the boards of 

companies in order to ensure their success. Given Somerville’s own sense that nonprofit 

organizations were often poorly managed, venture capital’s solution of ensuring that companies 

had the organizational capacity to succeed would likely have resonated with him. 

Somerville found in venture capital a model that satisfied his demand for more rational 

and engaged philanthropy, one that appeared capable of identifying and funding organizations 

that did novel work. When in 1984 he outlined his concept of venture philanthropy, he listed 

concrete practices from the venture capital industry rather than invoke, as his predecessors had 

done, vague commitments to function as “society’s venture capital.” For the prior generation of 
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philanthropoids risk described the foundation’s courage in ceding funds to an organization 

despite the prospect of open-ended and uncertain outcomes, an approach that allowed foundation 

to accept failures as part of the grantmaking process. But for Somerville the risk foundations 

needed to manage proactively was the prospect of the grantee’s failure to achieve pre-defined 

outcomes. Thus, he suggested continued funding should be contingent on the documented results 

of the programs offered by recipient organizations. In taking this step, the foundation emulated 

venture capital firms, which commonly tied stages of funding to the accomplishment of pre- 

defined targets. Like venture capitalists, the Peninsula Community Foundation also expected the 

recipient to have the management capacity to provide such data and to consistently meet clearly- 

stated goals. 

Somerville’s concept of venture philanthropy provided a language and set of guidelines 

that had the potential to change the relationship between foundations and the nonprofit 

organizations that they funded. The refined venture philanthropy imagined foundation managers 

as more akin to the analysts of venture capital funds, who not only made distributional decisions 

based on rigorous assessment of fund seekers, but who had an obligation to strengthen the 

organizational capacity of nonprofit organizations as well. But Somerville’s concept of venture 

philanthropy itself risked reducing the work foundation managers to narrow tasks of monitoring 

and evaluating nonprofit organizations to ensure they achieved calculable outcomes. Given the 

multitude of variables that affected a grantee’s performance such tasks could consume the work 

of a philanthropoid. Late in life, Somerville attempted to distance himself from those venture 

philanthropists who interpreted their charge to invest and evaluate nonprofit organizations as if 

they were businesses too literally. 
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But during the 1970s and 1980s, Somerville had already begun a process of translating 

business values of efficiency and measurable performance into the process of philanthropy, 

valorizing the supposed entrepreneurial skillset of venture capitalists and business managers as 

worthwhile reference points for nonprofit organizations. He was not, moreover, the only one to 

do so. By the first years of the 1980s, nonprofit organizations in the Bay Area were already 

willing to accept—if sometimes begrudgingly--the argument that business values of efficiency 

and practices of management would advance their work. 

 
 

The Entrepreneurial Nonprofit Sector 

 

 

In the austere decade of the 1980s, even before the crystallization of Sommerville’s 

concept of venture philanthropy, nonprofit organizations in the field of social welfare began to 

aggressively adopt practices from business, including cost-accounting, charging service fees, and 

selling products on the market. By the time Bill Somerville coined his version of venture 

philanthropy in 1984, the local nonprofit sector was already primed to accept management 

training, deliver measurable results, and pronounce the benefits of commercial entrepreneurship 

as a model for delivering services. 

To some extent, nonprofit organizations adopted these practices for some of the same 

reasons that led Somerville to pursue the rationalization of philanthropy. During the War on 

Poverty, the federal government provided grants to human service organizations, but this source 

of funds dwindled into the 1970s and 1980s. “The federal government came in with a lot of ideas 

through the poverty programs and others,” explained Somerville in 1973, “and then they 

atrophied and died off. Everybody wants the programs to continue, and so they’re going back to 
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foundations.”32 But foundations had limited funds and no systematic way of determining which 

of these programs, nurtured by federal grants, should receive support. Grant seekers merely 

echoed whatever keywords they believed funders wanted to hear, offering little data to prove 

their programs were worthwhile. Changes in public spending compelled both foundations and 

recipient organizations to think about how they could better convey their worth to serve the 

public. 

Local circumstances, including California’s “tax revolt,” deepened the disparity between 

the demand for nonprofit services and the ability of nonprofits to fund them.33 On June 6, 1978, 

California voters passed Proposition 13, launching what became a national revolt against 

taxation. The amendment to the state’s constitution promised to protect homeowners who 

confronted rising property taxes, increasing home values, and erosion of their real income during 

an inflationary period. In the late 1970s, inflation contributed to instances in which homeowners’ 

tax bills tripled. To reduce the cost of homeownership, however, the proposition reduced revenue 

collected from property taxes for towns, county governments, and school districts. The 

proposition limited property taxes to 1% of assessed value, restricted the rate of increases to no 

greater than 2%, rolled back the assessed value of properties to their 1975-1976 levels, and 

required that any future state or local tax increase pass the Legislature by a two-thirds vote. 34 
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The consequences of Proposition 13 were multiple. The amendment reduced revenue to 

local and county governments, as well as school districts. After its swift implementation, 

California collected 57% less revenue through property taxes in fiscal year 1978-1979, reducing 

local government revenue in that year by $6 billion.35 In addition, while Proposition 13’s chief 

spokesperson, the businessman Howard Jarvis, argued that the changes to property taxation was 

a populist cause, its results were regressive. The chief beneficiaries of the proposition were 

businesses and landlords, not the beleaguered homeowner that Jarvis often claimed to defend.36 

In addition, as the historian Robert O. Self argues, Proposition 13 exacerbated disparities in 

public resources between “revenue-starved older cities,” such as Oakland, and “revenue-rich 

suburban communities,” such as the Bay Area suburbs of San Leandro, San Lorenzo, and 

Fremont.37 

The proposition also had consequences for charity and philanthropy in the San Francisco 

Bay Area. One of the more ironic examples was found in a center of support for Proposition 13, 

the town of Hillsborough in the South Bay. Hillsborough, “one of the nation’s wealthiest 

communities,” had voted by a four-to-one margin for Proposition 13, and was so austere that the 

town provided “no street sweeping, no public library, no recreation department, no sidewalks and 

few street lights.”38 When their much desired proposition passed in 1978, however, the town of 

Hillsborough suffered a $500,000 deficit. In response, the town council created a charitable trust 
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and asked each household to donate $200 “to shore up the sagging municipal budget.” As the 

San Francisco Chronicle reported, Hillsborough “literally went begging to keep the municipal 

ship afloat after the passage of Proposition 13.”39 The “tin cup letters,” as the town’s requests 

were known, managed to close most--but not all--of the deficit.40 

By 1980, Hillsborough’s town council, facing growing deficits, argued that contributions 

must be compulsory rather than voluntary. Alongside Atherton, another wealthy town, 

Hillsborough instituted an annual municipal service tax on each household—“fees” rather than 

property taxes-- to make up for revenue lost due to Proposition 13. Hillsborough tried to 

compensate for lost revenue by relying on private giving, but the budget demands and the 

proposition itself made such a task difficult--if not impossible. Throughout the state, reductions 

in budget capacity led to cuts in human services that placed a growing burden on the nonprofit 

sector. In his study of Proposition 13, the scholar Paul Terrel found that, when adjusted for 

inflation, human service budgets decreased by 13.8 between 1978 and 1980.41 This reduction 

affected substance abuse, mental health, public health, and probation programs, as well as others 

that principally served poor people. Alongside budget cuts, hiring freezes, demoralization, and 

high attrition rates led to a 5.8% loss in human service program personnel between May 1978 

and January 1980.42 While counties tried to retain frontline workers, moreover, they reduced the 

“indirect service” staff that provided training, evaluation, and other analytical functions to ensure 
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that human service organizations achieved their missions. San Mateo, for example, “severely 

reduced the staff assigned to monitor contracts with community agencies.”43 

Policies of austerity helped diminish the effectiveness of welfare agencies, while 

impinging on the ability of nonprofit organizations to compensate for governmental cutbacks. 

California’s government earmarked portions of revenue to assist nonprofit organizations to 

deliver public services, which local governments could use in any way that would assist 

operations in the field of social welfare. This “social revenue sharing” allowed Alameda county, 

for example, to solicit proposals from nonprofit organizations and provide contracts to those it 

determined most helpful.44 After Proposition 13, however, thirteen California counties decreased 

their revenue sharing budgets by 19.4 percent from 1977-1978 to 1979-1980.45 “It is being 

estimated,” the Tax Revolt Digest reported, “that government funds are being cut back between 

10 and 20 percent of a typical agency.”46 

Another study of twelve California counties by the National Association of Social 

Workers found that the use of general revenue sharing for voluntary agencies, for example food 

banks, homeless shelters, and battered women’s shelters, suffered a 22.8 percent decrease, or 30 

percent when adjusted for inflation.47 Other counties used the funds to balance budgets, rather 
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than allocate them to social service organizations. The county of Sacramento, for example, cut 

all support to 30 community service programs, some of which had "no other funding sources” in 

order to recoup $1 million.48 

Proposition 13 placed nonprofit organizations in a double bind: the need for their services 

increased as public funding for those services decreased. The California Center for Research and 

Education in Government, which reported on the “aftermath of the passage of Proposition 13,” 

found that “elected county supervisors sometimes assumed that the contract agencies would 

maintain services by raising private funds to substitute for the lost local public funds.” As the 

National Association of Social Workers determined, however, “nowhere have United Way or 

other agencies been able to make up for the Proposition 13 reductions and increased demands on 

voluntary services.”49 

Austerity compelled foundations in the Bay Area to find novel ways to channel funds to 

the nonprofit sector. Two weeks after Proposition 13 passed, the Northern California 

Foundations Group created a task force to collect information on how the proposition affected 

the nonprofit sector and social services. The task force found that, with the exception of Contra 

Costa County, all Bay Area counties cut funding to nonprofits. The two counties of Silicon 

Valley were particularly austere. Leslie L. Luttgens, President and Trustee of the Rosenberg 

Foundation, and member of the Proposition 13 Information Committee of the Northern 

California Foundations Group, reported that Santa Clara County cut allocations to nonprofit 

agencies by 18 percent. San Mateo County, despite claiming state revenue-sharing grants, had, 

"with no apparent rationale, wiped out services for senior citizens, children, crime prevention, 
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and minorities."50 Luttgens advised nonprofit agencies to lobby at the state level, fearing more 

cuts would loom in the future and that competition between human service organizations would 

increase.51 

While Luttgens regretted the loss of funds to nonprofit agencies, she also understood 

Proposition 13 as an opportunity to eliminate duplication of services and compel nonprofit 

organizations to be more effective with each dollar. Foundation News described Luttgens and 

“many foundation executives” as agreeing “with the philosophy behind the passage of 

Proposition 13--that programs should be run more efficiently, cut out organizational ‘fat,’ and 

develop better management techniques.” 

In her writing about Proposition 13, Luttgens saw promise in bringing private sector 

management practices into nonprofit organizations. She praised, for example, San Francisco’s 

use of corporate managers to advise government departments how to continue providing services 

while confronting shrinking budgets. In order to deliver services that “San Franciscans still 

demand,” Mayor George Moscone formed a task force advised by executives from such 

corporations as Southern Pacific, Crown Zellerbach, and Pacific Telephone, which provided 

management training, department efficiency studies, and other services. The program was 

continued by his successor, Mayor Diane Feinstein.52 "Events since June, 1978 in California 

suggests that this is a time for private sector leadership with new responsibilities,” Luttgens 

concluded, ”that a test of the nonprofit sector is at hand... We need to develop a solid 

philanthropic structure with sound information, collaboration, and leverage if the private sector-- 
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and I would go beyond the third sector as defined to include the business community--is to 

provide the leadership this national tax revolt calls for."53 

In addition, Bay Area foundations, in cooperation with local businesses, expanded 

services to nonprofits affected by loss of public funds. Formed in 1973, the Foundations- 

Corporation-Emergency Fund Committee provided funds to United Way agencies after delays in 

federal and state contracting risked depriving nonprofits of support. “There was the real 

possibility,” Edward Nathan, executive director of the San Francisco based Zellerbach Family 

Fund recalled, “that some of them might even shut down.”54 In the wake of Proposition 13, the 

emergency fund expanded its support to all human service agencies in the San Francisco Bay 

Area. While it could provide short-term grants , the emergency fund was distinctive in that it also 

furnished interest free loans and referrals for nonprofits to access preferential loans from Wells 

Fargo.55 Bank of America’s involvement with the emergency fund persuaded them of the 

necessity of interest-free emergency loans for nonprofit organizations throughout California, 

which they proposed to the United Way agencies in Los Angeles, Orange, Sacramento, San 

Diego, and Santa Clara counties.56 

Proposition 13 pinched nonprofits to do more with less and forced them to become more 

business-like in their operations. Ronald Reagan’s presidential election in 1980 deprived them of 

still more funding while simultaneously asking them to compensate for cuts to government 

services. Reagan’s policies accomplished, as the scholar Richard P. Nathan argued, “the 
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nationalization of Proposition 13.”57 As governor of California between 1967 and 1975, Reagan 

opposed property tax reductions, but slashes to taxes and a rhetorical commitment to reducing 

government budgets became the hallmark of his presidency.58 He enlisted tropes from the 

Proposition 13 campaign, including criticisms of profligate spending and excessive bureaucracy, 

which the historian Lisa McGirr argues became increasingly popular concerns for the nation 

after 1978.59 

Like the residents of Hillsborough who voted for Proposition 13, Reagan expected that 

private giving would make up for reduced government spending. In a 1981 speech before the 

National Alliance for Business, Reagan argued that “voluntarism is an essential part of our plan 

to give the government back to the people. I believe the people are anxious for this 

responsibility.”60 To that end, the administration created a Task Force on Private Sector 

Initiatives in 1981. But it failed to create a plan for how the private and nonprofit sector would 

reduce “dependency on government.”61 Reagan did instituted a higher deduction for corporate 

philanthropy, hopeful that businesses, even and especially when they were focused on their 

bottom line, would step up and give.62 Reagan expected that individuals, foundations, and 
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businesses would give $100 billion each year, a figure so unrealistic that it caused “leaders of 

nonprofit service organizations [to] nearly [suffer] collective cardiac arrest.”63 

The Reagan administration failed to understand, or willfully ignored, evidence that the 

nonprofit sector was in large part supported by the federal government and much less so by 

private giving. In 1981, the scholars Lester Salamon and Alan Abramson argued that Reagan’s 

budget policies had the ironic consequence of posing a “serious threat” to the nonprofit sector by 

depriving it of its largest source of funding. David Freeman, president of the Council of 

Foundations, also pointed out the irony of Reagan’s policies. Reagan and the American 

Enterprise Institute, he claimed, spoke favorably of volunteer programs, such as neighborhood 

self-help, that were sustained by “a key infusion of federal dollars” that Reagan threatened to 

reduce.64 

The historian Peter Dobkin Hall arguesd Reagan’s policies were “clouded by a folkloric 

pseudo-Tocquevillianism.”65 Writing in 1981, the scholar Milton Goldin echoed Dobkin Hall’s 

interpretation: “An idealistic vision of the most limpid quality formed in the chief executive’s 

mind,” he said of Reagan’s initiative. “Neighbor would help neighbor by collecting 

contributions. The poor would become self-supporting and no longer burden taxpayers. America 

would become one big fundraising campaign.”66 Foundation News captured the view of many 

 

 

 

 

 

63 Milton Goldin, “Ronald Reagan and the Commercialization of Giving” Journal of 

American Culture, 1. 
64 Nick Kotz, “Hard Times, Hard Choices” Foundation News (November/December, 

1981): 12-17, 17. 
65 Peter Dobkin Hall “Reflections on the Nonprofit Sector in the Postliberal Era” in 

Inventing the Nonprofit Sector and Other Essays in Philanthropy, 90. 
66 Milton Goldin, “Ronald Reagan and the Commercialization of Giving” Journal of 

American Culture (Fall 1990), 32. 



192  

nonprofit organizations: “Your purpose, besides uplifting the culture, is to get America out of the 

mess we’re in. But you say you need money to do that. You’re not sure where it’ll come from.” 

Where others saw doom and struggle, foundations that championed market 

fundamentalism, such as Smith-Richardson, John M. Olin, Sarah Scaife, J.M., Koch, and Lynde 

and Harry Bradley, as well as others, saw an opportunity to privatize the nonprofit sector.67 As 

early as 1981, Foundation News noted that while many foundation executives “fear that various 

interest groups and the general public will believe that private philanthropy has the resources to 

make up for reduced federal support,” those that embraced a “conservative philanthropy” were 

energized by government austerity. Leslie Lenkowski, director of research for the Smith 

Richardson Foundation, explained that “we have the makings of a new ballgame in which 

foundations and others have new opportunities to take fresh approaches and redirect their 

energies.”68 Executives that shared Lenkowski’s views argued that “foundations should now 

support research and demonstration of ‘alternative models’ stressing the private sector.”69 

While not committed to the free market dogma of Lenkowski and others, foundations in 

San Francisco did not intercede in such a way to substitute for lost public funds either. “We 

remain rather firm that we won’t put foundation money onto the table to replace government 

funds,” said or wrote Martin Paley, director of the San Francisco Foundation. “We fought long 

and hard (after California voters cut government spending through Proposition 13) and have 

firmly decided we won’t change.” Paley reasoned that foundations ought to fund “quality, 
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innovation, research and development”—that is, new programs rather than those that 

traditionally served the poor--but that aiding existing programs that had lost government support 

would lead to a “loss of innovation.”70 

In effect, nonprofit organizations were left to their own devices to increase private 

sources of support. Many became “more ‘commercial’ in orientation.” A 1985 Urban Institute 

report by W. Paul Harder, Madeline H. Kimmich, and Lester M. Salamon studied the nonprofit 

sector in the San Francisco Bay Area to evaluate the consequences of government retrenchment. 

They found that between 1981 and 1982, the region’s nonprofit human service organizations 

suffered a 6.4% decrease in government support, while experiencing a growing demand for their 

services.71 But they “more than replaced their government funding losses by turning to other 

sources of support.”72 Nonprofits recouped the largest share of their lost funds, almost 60 percent 

of their previous public support, by charging service fees. The authors noted, however, that 

“increasing fees can discourage use of a service, exclude certain classes of potential clients, or 

otherwise alter patterns of service use.” Becoming more commercial, they concluded, was not a 

“panacea” for nonprofit organizations or those that they served who had little money to spend.73 

Other nonprofits in the Bay Area made the choice of expanding their work to include 

profit-making, using those funds to sustain their work. “”Stagflation and Reaganomics,” 

Foundation News reported in 1983, had forced “entrepreneurs in agencies that provide human 
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services” to seek “fresh ideas for profit making enterprises.”74 Robert McNulty, a Haas Business 

School at Berkeley graduate who promoted private-public partnerships as a response to the urban 

crisis, argued that although the “citizen tax rebellion” and federal government, compelled 

nonprofits to “become more businesslike” for their survival, that “enterprise and an 

entrepreneurial outlook will not come easily.”75 

To McNulty’s point, many nonprofits were not content with making their organizations 

more “business-like.” Some found that doing so distracted them from their original purpose. In 

Berkeley, for example, the Housing Law Project, a legal service organization, devoted “almost 

half of its efforts” to such “moneymaking activities as housing development, consultation and, in 

the words of a staff member ‘any kind of legal work we can stomach, including personal 

injury.’” Another staffer reported that the work took them away from their mission. “There are 

people out there in, or in need of, public housing, who are getting less benefit from our work.” In 

Marin, the Family Service Agency, a national organization that provided social services to needy 

families, imposed a quota on non-fee services. “We still don’t turn anybody away in a crisis,” 

reported Robert Thomas, executive director. “But we’re no longer saying, ‘The door is wide 

open.’”76 

Loss of government funds caused some nonprofits in the Bay Area to serve different 

clients. The Family Service Agency (FSA), for example, increasingly focused on more middle- 

class clientele. The FSA deputy director, Dr. Robert Rice, explained that the agency had 

expanded it services to focus on the poor because of “government movement into the poverty 
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area” in the 1960s. Before the Great Society, Rice reflected, the FSA had survived without any 

government money. But with that money gone, the FSA again resumed a focus on clients who 

could pay for services. In San Francisco, for example, the agency worked with Xerox and IBM 

to create “employee assistance programs” that generated income for the agency when employees 

requested services for alcoholism.77 However worthwhile, providing services to engineers was a 

different matter than assisting poor residents. In similar fashion, the FSA in Marin shifted to 

focus more on paying clients, instituting a quota on those that could not afford their services.78 

The FSA and Housing Law Projects were the types of human service agencies that 

suffered the greatest strains during the Reagan years. During the War on Poverty, they may have 

enjoyed federal support because they were an extension of the federal government’s campaign. 

But, as the Urban Institute noted in 1985, it was exactly those organizations and those anti- 

poverty services that were most vulnerable to losses in public funding.79 Ira Okun, executive 

director of the San Francisco Family Service Agency, noted that government grants allowed 

nonprofit organizations to serve a poorer set of clients than if they were forced to rely on private 

donations. “You have to continue looking for government money,” he explained, “because 

charitable money has never served the poor more than marginally and is not going to now.”80 

San Francisco’s Northeast Medical Services proved Okun’s argument, struggling to move 

to a fee for service model precisely because it served the poor. The organization provided 

support for the city’s Chinese community as well as refugees who were unfamiliar or wary of 
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seeking assistance from public institutions. Seventy percent of their clients did not know how to 

speak English, making navigating government bureaucracy all the more difficult. Created in the 

1960s, Northeast Medical Services lost one-third of its budget because of Reagan’s cuts to 

government spending. In response, the organization instituted a $6 per visit fee, which led to a 40 

percent drop in visits. Sophie H. Wong, executive director, explained the agency’s double bind. 

“We can’t seem to change our image of agency that deals only with the poor. Anyway, the 

average middle-class person thinks, ‘I don’t need you. I can afford a private practitioner.’” 

Shifting to a fee model was not as tenable for those organizations that principally served those 

with little income.81 

California’s tax revolt, as well as the Reagan administration’s tax policies, created a 

nonprofit sector less responsive to the poor and more similar to for-profit organizations 

throughout the 1980s. But this was not the result of an emergent class of venture 

philanthropists—which did not yet exist in any great number—or due to the direct influence of 

foundations and donors more broadly. Rather, nonprofit organizations began to manage 

themselves more like businesses and consent to the valorization of entrepreneurship in order to 

survive. Nevertheless, the history of how Bay Area nonprofits adapted to loss of government 

funds is still informative about the potential consequences of venture philanthropy. Operating 

more as a business—as venture philanthropists preferred—made those nonprofits that primarily 

served the poor less responsive to their client’s needs, and more sensitive to the needs of middle- 

class clients and upper-class donors. 
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Venture Philanthropy 2.0 

 

 

Given the transformations that racked the San Francisco Bay Area’s nonprofit sector in 

the 1980s, Somerville’s announcement that he would run the Peninsula Community Foundation 

more like a venture capital fund is less surprising than it would first appear. For as much as 

Somerville’s description of venture philanthropy made recommendations for how foundation 

practice should change to become more entrepreneurial, his ideas also implied that those seeking 

funds should likewise adapt business management practices to make that transformation 

effective. Nonprofit organizations had already undertaken this process in response to policies of 

austerity. Venture philanthropy was then part of a larger turn towards enshrining business 

management practices and values within the San Francisco Bay Area’s nonprofit sector—both 

within the organizations that provided funds, and those that sought them. The entrepreneurial 

nonprofit sector was a development facilitated by policies that enriched venture capital funds and 

technological start-ups, as well as the simultaneous restriction of resources to human service 

nonprofit organizations. Undergirding the creation of a more enterprising nonprofit sector, 

moreover, was a general reverence for the talents of businesses and wealthy entrepreneurs. 

Philanthropoids, however, were not always so eager to relent to the presumed expertise of 

wealthy businesspeople, with some defending their own hard-won expertise. The next chapters 

chart an attempt by foundation managers at the San Francisco Foundation to counter the wishes 

of a wealthy testator, and, in the process, establish the precedent that the professional judgement 

of philanthropoids—their ability to understand the needs of the communities they served--could 

override the wishes of donors. The San Francisco Foundation’s attempt to challenge the donor 

class in the 1980s had the potential to ensure that philanthropoids served a higher purpose 
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beyond transacting the pre-defined objectives of donors. But the San Francisco Foundation’s 

struggle would be a costly one. 
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Chapter 5: The Dead Hand 

 
In 1973, Beryl Buck, the widow of an heir to a real estate and oil fortune, established the 

Leonard and Beryl Buck Foundation Trust with a bequest composed largely of Belridge Oil 

stock.1 A resident of Ross, an affluent suburb in Marin County, Beryl Buck dedicated her trust, 

amounting to approximately $7-$10 million, “for exclusively nonprofit charitable, religious or 

educational purposes in providing care for the needy in Marin County, California, and for other 

nonprofit charitable, religious or educational purposes in that county.”2 After Beryl Buck’s death 

in 1978, the San Francisco Foundation was responsible for distributing the income of her trust in 

accordance with her will. In 1979, before the foundation gained the ability to distribute the 

trust’s income, Shell Oil purchased Belridge Oil in what was then the largest cash takeover in 

United States history, leading to a dramatic and unexpected increase in the value of the Buck 

trust.3 By 1980, the value of the trust exceeded $280 million, and the foundation estimated that 

the trust would earn approximately $20 million in annual revenue.4 

The size of the Buck Trust, which rocketed the San Francisco Foundation from the 99th to 

the 11th largest foundation in the United States in 1980, presented the foundation with a 

challenging opportunity. The foundation had not anticipated managing such a large sum, which 
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Beryl Buck’s will required the foundation distribute “not later than the end of the year following 

the year of receipt.”5 To meet the distributional deadline, the San Francisco Foundation created 

an office in Marin County and hired additional staff people to advise its grantmaking. The 

challenge of identifying worthwhile need in Marin County, one of the wealthiest counties in the 

United States, proved difficult—so difficult, that members of the foundation’s Distribution 

Committee questioned the wisdom of restricting the trust’s income to Marin County. In 1984, 

with the Buck Trust worth over $300 million, the San Francisco Foundation filed a petition for 

Modification to change the trust’s geographic limits.6 The resulting trial exploded into a legal 

battle dubbed the “super bowl of probate,” inspiring a passionate and often vicious feud between 

those who wished to restrict the funds to Marin County and those who argued the funds would be 

better spent in needier parts of the Bay Area. 

The San Francisco Foundation’s controversial petition for Modification challenged the 

wisdom of administering charitable funds as the private property of donors, providing a potential 

legal basis for foundation managers to arrest donor control in the interest of their own definition 

of public responsibility. The legal proceedings regarding the estate of Beryl Buck, however, 

persuaded the San Francisco Foundation that its case was hopeless. In 1989, the foundation 

reached a settlement with Marin County in which it surrendered the Buck Trust. The settlement 

helped foreclose the possibility that fiduciaries could be empowered in distributional decisions 

relative to resource providers. The feud over the Buck Trust instead affirmed the primacy of 

upholding a donor’s stated preferences, while contributing to a broader legal transformation that 
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narrowly conceived of nonprofit organizations as a set of contracts in which fiduciaries owed 

their obedience to donors. This contractual legal definition challenged a conception of 

foundation managers as exercising both a broad duty to inform donors of the needs of 

communities while challenging the wisdom of donors when their preferences ran contrary to 

those needs. 

 
 

The Legacy of Beryl Buck 

 

 

Between 1979 and 1980, representatives from the San Francisco Foundation set out 

northwards from their office on 500 Washington Street, crossing the Golden Gate Bridge to 

attend a series of public meetings in Marin County. They visited multiple towns in the wooded 

peninsula, where they listened to how residents believed the foundation should spend the 

recently acquired trust of Beryl Buck—a trust that had grown from $7 million in 1978 to over 

$260 million in 1980.7 The San Francisco Foundation soon learned the enormity of the challenge 

before them. Despite a county population of only 222,300, each town offered varying answers as 

to how the foundation should distribute the Buck trust—from low-cost housing, solar 

greenhouses, upgrades to public transit, to therapeutic services for children of divorced parents— 

culminating in dense meeting notes, which a management consultant scrawled on wall sized 

charts.8 In all, the foundation organized five initial meetings in different parts of Marin County, 
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convening with 130 community leaders to discern how best to allocate Beryl Buck’s ever- 

growing trust. After establishing basic guidelines for how the funds would be allocated, 

moreover, the foundation held another five meetings in 1980, attended by over 900 people, to 

solicit feedback.9 

The San Francisco Foundation’s chief executive director, Martin Paley, attended each 

meeting, intent on listening to the needs of Marin residents rather than dictating what he or the 

Distribution Committee deemed best.10 Paley was a native to California, and, after earning a 

degree in sociology from Los Angeles State College, graduated with a Master of Public Health 

Education from the University of California, School of Public Health in 1958. He worked as a 

healthcare consultant for the management consulting firm of Arthur D. Little Inc. until becoming 

the Chief Executive of the San Francisco Foundation in 1974, replacing John R. May, the 

foundation’s first CEO. The multiple meetings with Marin residents assured Paley that the 

county had many potential needs for the foundation to address. Paley acknowledged that while 

the county was wealthier and more highly educated than others in the Bay Area, it still had 

“significant needs.” “There are people with very low-incomes,” Paley continued, “Some are 

concentrated in Marin City and there are parts of San Rafael […] where people really have very 

limited resources.”11 After attending the meetings, and collecting data on nonprofit organizations 
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in Marin, Paley concluded that, “We began to realize how profoundly the Buck funds could 

change Marin County.”12 

Despite the wide-ranging suggestions that Paley helped gather, the foundation still 

confronted the fundamental challenge of finding enough worthwhile organizations to support 

with the Trust’s considerable income. For while Beryl Buck dedicated her bequest to the 

“needy,” few could describe Marin County as a whole as a charity case. Marin, known as the 

“sybaritic capital of the west” and the “hot-tub capital,” was one of the most affluent counties in 

the United States, composed largely of wealthy bedroom communities from which residents 

commuted to San Francisco. Marin City, an unincorporated residential area that grew to house 

defense workers during World War II, was one of the few working-class neighborhoods in the 

county. There were, as some residents knew at the time, fewer obvious opportunities for 

philanthropy in Marin than elsewhere. “We have so much here already,” one Marin resident told 

Foundation News in 1981, “this money should be used to create projects that somehow help 

other communities. Perhaps we could bring refugees in here to settle.”13 While not exactly 

refugees, nonprofit organizations did find new reason to relocate to Marin or provide services to 

the county in hopes of claiming funds. “We’re… getting the carpetbaggers: people from all over 

the country who suddenly want to bring their talents to the people of Marin,” reported Paley.14 

“We are not going to exploit this money by giving people a kind of endowment to transport their 

programs into Marin County,” he said elsewhere.15 

 
 

12Melinda Marble, “The San Francisco Foundation’s Buck Trust” Foundation News 

(May/June 1981), 28 
13 Ibid. 
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The San Francisco Chronicle (December 28, 1980), B3; “There is evidence that, in response to 
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Others assured the foundation that Marin, despite its great wealth, still required support. 

 

Some used Marin’s relative lack of need to argue that the San Francisco Foundation could 

reasonably expect to resolve whatever poverty or need still resided in the county. “There are 

plenty of problems to be solved here,” one resident argued in 1981. “Because we are so relatively 

well-off, they’re manageable. If you’re talking about ending black unemployment in Marin, 

you’re talking about a few hundred people.” 16 “There are some ruts even in such an affluent 

place as Marin County that should be filled and smoothed,” echoed A.W. “Tom” Clausen, 

former CEO of Bank of America and a civic leader in the Bay Area. Others argued that the 

foundation could offset the losses in public revenue brought about by Proposition 13, a 

recommendation that Paley deemed unsuited to the foundation’s preference for providing “seed 

money… to try new approaches to problem solving.”17 

Despite assurances that Beryl Buck’s trust could be spent in its entirety in Marin, the 

Attorney General of California, George Deukmejian, with the recommendation Deputy Attorney 

General Carole Ritts Kornblum, expressed concern that the trust would generate more income 

than the San Francisco Foundation could reasonably distribute to the county.18 In 1980, the 

 
 

the disparity, some organizations moved to Marin. “See, Ted Rohrlich,"Nearby Areas Seek to 

Share Riches: Widow's Bequest Spawns Marin County Headache" Los Angeles Times (February 

13, 1986) , https://www.latimes.com/archives/la-xpm-1986-02-13-mn-23186-story.html 
16 Melina Marble, “The San Francisco Foundation’s Buck Trust” Foundation News 
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Buck’s bucks” The San Francisco Chronicle (December 28, 1980), B3. Paley’s reluctance to 

substitute for lost government funding was not uncharacteristic of foundation executives in the 
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the consequences of Proposition 13 for the nonprofit sector. See, K.A., “Grant Makers Meet to 

Form Strategy in the Wake of Proposition 13” Foundation News (September/October 1978), 8. 
18 Public Advocates, a public interest law firm critical of maintaining the trust’s 
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state’s Attorney General’s office wrote to the San Francisco Foundation that “it is our concern 

that massive charitable contributions in Marin County, pursuant to the Buck Trust geographic 

instructions, without careful monitoring and evaluation, could lead to an inefficient use of 

charitable assets and possibly the frustration of the trustor’s charitable intent.” The Attorney 

General was alarmed, in particular, by the prospect of funds reaching a “saturation level” in 

Marin, in which case “it would be appropriate for the court to invoke its equitable powers to 

modify the terms and restrictions of the Buck Trust, pursuant to the cy pres or the equitable 

modification doctrines.”19 The cy-pres doctrine governed executors’ and trustees’ obligations in 

following a donor’s will. In 1981, Probate Commissioner Noel Martin ruled in Marin County 

 

 

 

 

 

Buck Trust to Deukmejian, which led the state attorney general’s office to obtain a court order in 

1980 requiring that the San Francisco Foundation file annual reports on the administration of the 

Buck Trust as well as projections about prospective uses of the trust in Marin County. When 

Deukmejian successfully ran for governor in 1982 Kornblum became the state’s attorney 

general. The state attorney general’s office assigned Deputy attorney Yeoryois Apallas to the 

Buck Trust litigation, who, during the process of discovery, withdrew support from the San 

Francisco Foundation’s petition for modification. Of particular issue for Apallas was the 

discovery of a confidential memorandum from January 4, 1983 in which Martin Paley explained 

that “the level of acceptable and appropriate grant applications… substantially exceeds the 

spendable income generated by the Buck Trust” and that he did not expect “any change in that 

condition.” We learned that [the San Francisco Foundation] not only didn’t have the studies we 

asked for,” Appallas described, “but a memorandum came to light for the first time. To borrow a 

term from Watergate, this memo was the ‘smoking gun’ of the Buck case.” The memo also led to 

the discovery of a series of documents that suggested the San Francisco Foundation was 

“courting” the attorney general to persuade the AG to modify the trust. See, Douglas 

Bartholomew, “The Battle for the Buck” Los Angeles Times (December 21, 1981), T23 and 

Frederic D. Schrag, "Cy Pres Inexpediency and the Buck Trust," University of San Francisco 

Law Review 20, no. 3 (Winter 1986), 585, note 59. 
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Motion of Further Modification of December 22, 1980 Order Relating to Annual Hearing” 

Records of the San Francisco Foundation, Box 12, Folder 3 “Buck Trust Critical Pleadings” 
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Superior Court that the San Francisco Foundation could petition to distribute income from the 

Buck trust outside of Marin if the county’s charitable needs were “saturated.”20 

Nonprofit organizations elsewhere in the Bay Area expressed their own misgivings about 

the geographic restrictions of Beryl Buck’s will. “They could totally wipe out poverty in Marin 

County in one year and still have enough money to assist the needs of the people throughout the 

Bay Area,” claimed Paul Cobb, executive director of the Oakland Citizens Committee for Urban 

Renewal.21 In 1981, twenty-eight nonprofit organizations—including the Berkeley Women’s 

Refuge, the Chinatown Housing and Health Research Project, the Glide Memorial Methodist 

Church, and Mission Media Arts--petitioned to break the geographic restriction of Beryl Buck’s 

will, enlisting the public interest law firm, Public Advocates, to make their case.22 They called 

attention to sizable grants to organizations that did not appear to serve the “needy,” including 

$114,600 to the Point Reyes Bird Observatory, $6,000 to the Bolinas Community Bio Dynamic- 

French Intensive Garden School, and $5,000 to recreate a 16th century Italian wedding 

celebration, among others. “This is an embarrassment,” exclaimed Public Advocate attorney 

Robert Gnaizda. “We believe this is a perverse, foolish, and uncharitable view of what to do with 

$300 million.”23 

 

When the protests of the twenty-eight nonprofit organizations produced no effect, Public 

Advocates made a more creative argument for breaking Beryl Buck’s will. In 1981, Public 

 

 
 

20 Lynn Ludlow, “Management claims heat up Buck Fund” The San Francisco Examiner 

(September 17, 1981), B1. 
21 Mike Lassiter, “Catch$22 (million): Why Marin (and only Marin) gets Buck’s bucks” 
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Advocates issued a statement accusing the San Francisco Foundation of deliberately investing 

the Buck Trust to produce low returns, thereby artificially meeting the government’s stipulation 

that the foundation not oversaturate the county with charitable funds. By keeping its income low, 

the theory went, the foundation had to give less each year than they would if they invested for 

higher returns. With proper investing, the law firm claimed, the Buck trust could produce more 

than Marin could ever need--enough income for the multiple counties of the Bay Area. The San 

Francisco Foundation deemed the accusation baseless, noting that the co-trustees—Wells Fargo 

Bank and Beryl Buck’s attorney—were responsible for investment decisions, not the Distribution 

Committee of the San Francisco Foundation.24 

Despite the assurances of Martin Paley and the San Francisco Foundation, criticism 

continued to build over the handling of the Buck Trust. In 1982, Forbes claimed that “the 

charitable grants of California’s Buck Trust would be laughable if the implications were not so 

serious.” The magazine chastised the foundation’s decision to fund nonprofit organizations that 

principally addressed “the complexities of middle-class life,” from “a demographic survey of 

Sausalito’s artsy houseboat community” to a program to inspire “public appreciation of Kathak 

dance.” Meanwhile, Forbes complained, the foundation refused to aid Marin’s local government 

by making up for lost state and federal spending. “Our mission is to enhance creativity,” Paley 

explained to the magazine—a commitment, the magazine reflected, that was vaguer and more 

uninspiring than the specific recommendations of Public Advocates. To Forbes, Paley and the 

San Francisco Foundation contributed only to “enhanced lotus eating.”25 
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While many of the criticisms of the San Francisco Foundation dealt with distributional 

efficiency—that is, they questioned whether the foundation properly allocated the income of the 

Buck Trust—others raised concerns that the enormity of the trust allowed the San Francisco 

Foundation to distort the local nonprofit sector to suit its preferences. “When the San Francisco 

Foundation began sharing the Buck wealth,” wrote The Nation in 1983, “there was certainly no 

great renaissance of creativity. The main result, rather, was a widespread loss of independence 

among community organizations.” The Nation described nonprofit organizations that, once 

reliant on volunteers, now competed with each other to earn the San Francisco Foundation’s 

favor. “Activists who were loyally tilling the fields for years were writing grant proposals like 

you pitch spaghetti against a wall,” explained Gary Giacomini, a member of the Marin County 

Board of Supervisors. “If one sticks, everybody eats.”26 

Paley contested each criticism waged at the San Francisco Foundation, even as those 

criticisms mounted. On the question of efficiency, Paley responded that “We don’t feel we have 

the prerogative to set aside the will,” arguing that the foundation’s task was not to decide how to 

do “the most good” but how to serve Marin County.27 Moreover, while Paley acknowledged that 

multiple media outlets contended that the Buck trust “is failing to serve the truly needy,” he 

attributed their criticism to a fundamental misunderstanding of Beryl buck’s will and the purpose 

of the San Francisco Foundation. “The scope and interests of the Buck Trust and The San 

Francisco Foundation are quite broad,” Paley wrote.28 In response to the criticism that the 

foundation warped the local nonprofit sector, Paley retorted that the San Francisco Foundation 
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afforded multiple opportunities for residents to provide feedback on grantmaking. The San 

Francisco Foundation, Paley listed, held “open public meetings, community briefings, grants 

application workshops, advisory panels, meetings with local officials, consultations with other 

foundations, meetings with Marin press, and presentations before Marin civic groups.”29 

In private, however, and to the later surprise of the public, the San Francisco 

Foundation’s Distribution Committee doubted whether they were making best use of the Beryl 

Buck trust by limiting it to Marin County. The members of the committee, appointed by different 

Bay Area institutions to be community representatives, decided how to allocate the foundation’s 

assets to the region.30 In June 1983, the Distribution Committee reached a unanimous consensus 

that it should use its variance power to modify the geographic restriction of Buck’s will, but a 

year later the committee divided, with two members of the committee voting against the petition 

to modify the geographic restriction of the Buck trust.31 Richard Madden and Peter Behr were 

the distribution committee members who voted against the petition for Modification, and both 

were residents of Marin County.32 Madden was the CEO of Potlach Corporation, a forest 

products company, as well as a longtime board member of the American Enterprise Institute, 

while Peter Behr was a former Marin County supervisor and a California state senator.33 Those 

who voted for modifying the trust were Rhoda Haas Goldman, a descendent of the old San 

 

 
 

29 Martin A. Paley, “Bucking Back” Foundation News (1983), 64. 
30 For a discussion of which institutions made appointments to the San Francisco 

Distribution Committee, see chapter 1. 
31 Reporter’s Transcript of Proceedings, In the Superior Court of the State of California in 

and for the County of Marin, In the Estate of Beryl M. Buck (February 24, 1986), 2009. San 

Francisco Foundation records, BANC MSS 88/124 c, The Bancroft Library, University of 

California, Berkeley. 
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Francisco elite, Charles J. Peterson, former Deputy Director of the Peace Corps for Africa and a 

board member of the United Way of the Bay Area, Susan Metcalf Robertson, President of the 

Junior League of San Francisco, and Robert C. Harris, a former president of the United Bay Area 

Crusade and a longtime partner of Heller Ehrman, one of the oldest law firms in San 

Francisco.34 The foundation announced its decision at a brunch in Larskpur, a remote part of 

Marin County just a day before filing its petition. Those stunned by the news later remembered 

the meeting with the San Francisco Foundation as “the Last Brunch.”35 

The San Francisco Foundation’s decision shocked Marin’s government representatives 

and charitable organizations, as well as the co-trustees of the Buck Trust, who pledged to fight 

the foundation’s petition. “I was stunned,” recalled John Elliot Cook, Beryl Buck’s attorney. 

Cook helped Buck draft her will and chose the San Francisco Foundation as a trustee. “It was the 

remotest possibility from my mind. They hadn’t given me the slightest hint of what they were 

planning. Not the slightest.”36 The Marin County Board of Supervisors exploded in anger over 

the San Francisco Foundation’s petition for Modification. Gary Giacomini, a Marin County 

supervisor known for his colorful language, called Martin Paley a “lying son of a bitch,” while 

recommending that the “criminals and thugs” of the foundation be incarcerated in San Quentin.37 
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“If they think atomic war is bad,” Supervisor Robert Roumiguiere added, “wait until they see 

what this causes.” Board Chairman Al Aramburu exclaimed that “it’s hardball from now on.” In 

a closed-door meeting, the board unanimously decided to take legal action against the San 

Francisco Foundation, with the intent of blocking any modification of Beryl Buck’s will, 

replacing the San Francisco Foundation as trustees with an all-Marin board, and preventing the 

San Francisco Foundation from using funds from the Buck Trust to mount the foundation’s 

petition.38 

Residents of Marin County also staged their own protest against the San Francisco 

Foundation, which largely focused on the perceived injustice of denying the intent of Beryl 

Buck’s philanthropy. A store in San Anselmo displayed a large, painted sign that read “27,000 

voices… Do You Hear—Mr. Paley?,” which the business kept illuminated every hour. Other 

businesses covered their walls from floor to ceiling with signed petitions, while displaying signs 

that read “Wills Are Sacred,” “Justice Will Prevail,” and “Grass Roots Democracy in Action.” 

Adam Morgan, an Iranian immigrant who owned a series of dry-cleaning businesses in Marin 

County, ordered 6,000 bumper stickers, which proclaimed that “The Buck Stops Here.” Morgan 

also included Beryl Buck in a mural dedicated to “The Top Ten Women of Miraculous 

Achievement.” Beryl Buck, the mural read, was a “most special lady who taught us how to live 

and love and how to die gracefully.”39 

 
 

Fealty to Donor Intent 
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“…there is an overwhelming sense on the part of almost everyone—lawyer or layperson— 

outside of Marin County who became familiar with the Buck Trust that there is ‘something 

wrong’ with continuing to spend the immense income generated by the trust in Marin County 

alone.”40 – The San Francisco Foundation 

 

“Nothing justifies her trustees’ attack on the trust they were appointed to administer… The 

money was Beryl Buck’s.” Cyra McFadden, San Francisco Examiner 

 
 

In 1986, Santa Clara Superior Court Judge Homer Thompson served as the trial judge for 

what was already a bitter legal dispute.41 Owing to the petition of the San Francisco Foundation, 

Judge Thompson presided over the trial rather than a judge from Marin County. The ostensible 

issue before the court was whether the San Francisco Foundation’s invocation of the cy pres 

doctrine—the legal doctrine that allows the court to modify a charitable bequest when 

circumstances make it impossible or impractical for the trustees to administer the trust as its 

giver intended--could permit the amendment of the geographic restriction of Beryl Buck’s trust. 

The arguments of Marin County’s legal counsel, as well as the San Francisco Foundation’s 

public critics, accused the foundation of substituting Beryl Buck’s clear and achievable intent to 

fund Marin County with their own preferences. The members of the foundation’s distribution 

committee were Giacommini put it less delicately, “grave-robbing bastards.” But the trial, as 
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cross-examination and its ultimate resolution demonstrated, was not only a battle between 

Marin’s preservation of the donor’s original intent, and ambitious foundation managers who 

wished to reinterpret it in light of changing circumstances. Beneath the “thicket of rage,” as law 

professor John G. Simon characterized the Buck Trust litigation, both the counsel for Marin and 

the San Francisco Foundation feuded over how to interpret Beryl Buck’s will in light of the 

trust’s extraordinary growth. 

The Buck Trust litigation opposed Marin County’s sense of philanthropic dollars as the 

private property of individual donors against the San Francisco Foundation’s concept of 

philanthropy as wealth imbued with public purpose. The counsel for Marin argued that the 

entirety of Beryl Buck’s charitable intent resided in her will, that those words should be followed 

obediently, and that any deviation from this fiduciary duty amounted to an unjustifiable 

imposition of the trustee’s preferences over those of the donor. “Beryl Buck made an unselfish 

thoughtful bequest in thirty-seven simple words, clearly stated,” wrote Douglas J. Maloney, 

Attorney for County of Marin in his trial brief. “There is probably no one living, other than 

lawyers, who could not understand exactly what these words say and mean.”42 “What possible 

interest is the foundation seeking to promote,” Malone asked. “The only possibility that remains 

is its own interest.”43 Malone did not characterize his own conclusion that Beryl Buck would still 

have dedicated her trust to Marin County if it was worth $400 million rather than $7 million as 

an interpretation clouded by self-interest. Nonetheless, however much the counsel for Marin 
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cloaked its argument in a plain reading of Beryl Buck’s original intent, they too reached their 

own conclusions about how her trust should be administered. 

By contrast, the San Francisco Foundation argued that, even if Beryl Buck’s will could be 

followed verbatim, the foundation would fail the people of the Bay Area by allocating her trust 

“inefficiently.” Based on the foundation’s collected knowledge of the Bay Area, and the 

foundation’s historic responsibility to the region’s population, moreover, Beryl Buck’s will was 

impractical to follow. The foundation articulated the elements of this argument as early as 1983, 

when it first proposed amending the will. Martin Paley, summarizing the Distribution 

Committee’s “many discussions” on the Buck trust in an internal report, argued that the 

foundation was historically committed to achieving “equity”—that is, “equality of 

opportunity”—and should continue to distribute funds “according to a doctrine of fairness.”44 

Paley’s memo concluded by reminding the Distribution Committee that “the donor’s intent must 

never be dealt with cavalierly,” but that that foundation must also preserve its shared 

commitment to the “community.” And in some instances, he concluded, “a foundation must put 

its obligation to the community… ahead of its obligation to the donor.”45 

At stake in the litigation was whether the court would determine the necessity of 

amending Beryl Buck’s trust by the standards of Marin County or the San Francisco Foundation. 

The court could either uphold Marin’s interpretation of the Buck Trust as akin to private property 

subject to the individual control of Beryl Buck, or the court could favor the San Francisco 

Foundation’s claim that the public had a right to expect the Buck Trust to be administered to the 
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region’s benefit. The foundation and its critics understood that the petition to modify the 

restrictions in Beryl Buck’s will had larger, potentially transformative consequences for cy pres. 

“The foundation believes that the filing of this petition will be one of the most important events 

in American philanthropy in the last century,” the San Francisco Foundation wrote to the 

Attorney General of California.46 “It is, without question, in the interest of effective philanthropy 

and in the public interest of the people of the state that Buck funds be made available for 

distribution throughout the San Francisco Bay Area.”47 Those who wished to uphold the 

geographic restriction of the will also saw in the foundation’s argument the potential for a 

dangerous precedent. Ronald Hayes Malone, Mary K. McEachron, and Jay M. Cutler, the 

attorneys for Marin County, designed their legal strategy with the intention of avoiding the 

“unsettling” scenario of the San Francisco Foundation reaching the California Supreme Court 

without a trial record that could “counterbalance the Foundation’s ‘heartstring’ argument and 

that would demonstrate, inter alia: that the Foundation itself conceded that every dollar of Buck 

Trust income could be spent in charitable causes in Marin County in perpetuity, and that any 

difficulties that the Foundation experienced in grantmaking were the result of its own intentional 

and arbitrary restrictions.” They worried that an appellate court would be receptive to the 

foundation’s notions of “philanthropic inexpediency.”48 
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In an article that was based on a statement made in court, Aaron Wildavsky, a professor 

of public policy at the University of California, Berkeley also argued that the San Francisco 

Foundation’s petition risked establishing a precedent that would erode private property. 

Wildavsky argued the San Francisco Foundation’s petition challenged the private control of 

donors in the interest of foundation managers who wished to enact “public policy.” He predicted, 

moreover, that the policy goals of the foundation were antithetical to the political and economic 

arrangements that had helped create the fortunes of its backers in the first place. “At stake,” he 

warned, “was the legitimacy of using money derived from the private sector of society to oppose 

capitalism.”49 Wildavsky identified the San Francisco Foundation with other “liberal 

foundations,” that had, “at least since the mid-1960s,” pursued a project of “[reducing] 

economic and political inequalities” and wished to legitimize such practices “through resolution 

of what they hoped would be a precedent-setting case.”50 “By a reverse alchemy, capitalist gold 

is transformed into the base metal of egalitarianism,” he lamented. The foundation’s appeal to 

efficiency, he claimed, was a distraction, a cover for hubristic foundation managers who, in a 

desire to pursue their policy goals, defied the will of donors. The "real question is whether [the 

foundation’s] preferences should prevail over that of the donor.”51 

Critics of the foundation were right that its petition risked establishing new means to 

modify the will of donors, thereby expanding the distributional power of foundation managers 

relative to resource providers. The San Francisco Foundation argued that, given the dramatic 
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growth of the Beryl Buck bequest, the donor’s original intent should no longer govern how the 

foundation managed her trust. Their notion of “posthumous surprise” would have opened a new 

avenue for the application of cy pres. In addition, the foundation wished to establish “efficient 

philanthropy” as a justifiable means for amending a trust, which, while related to established 

arguments that courts could amend a trust given the impracticality of the donor’s intent, was also 

a dramatic expansion of fiduciary power. The foundation could not deny that needs existed in 

Marin County, or that Buck Trust could not be expended in Marin County; rather, they 

contended that it was unjust to allocate dollars to Marin County when those same dollars could 

be spent on regions where those dollars could have greater consequence. “Many problems which 

exist in Alameda, Contra Costa, San Francisco and San Mateo Counties such as homelessness, 

drug abuse, crime, racial strife, urban decay or gentrification, refugee settlement and 

unemployment, do not exist with the same complexity or magnitude in Marin County,” wrote 

attorneys for the San Francisco Foundation in 1985.52 “The continued distribution of all of such 

income in Marin County each year has resulted and will result in ineffective philanthropy.”53 

Moreover, rather than appeal to measurable data to substantiate its claim, the foundation 

cited its grantmaking experience, its knowledge of the Bay Area, and the historical values of the 

foundation to characterize grantmaking in Marin as inefficient. Were the court to rule in favor of 

the foundation, not only would the notions of posthumous surprise and philanthropic efficiency 

gained legal precedent, but the court would also have affirmed that the wisdom of foundation 
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managers—even in the absence of thorough data—ought to be regarded as credible evidence for 

amending a donor’s trust. Throughout the trial the San Francisco Foundation justified its 

argument that the geographic restriction of the Buck Trust made its grantmaking inefficient by 

explicitly appealing not to data, but to tacit knowledge and accumulated experience. “What does 

it mean to say that philanthropy is effective or efficient? There obviously is no precise answer 

but the search for an answer must consider the role of philanthropy and the expertise of the 

trustees to whom Mrs. Buck entrusted her legacy,” the foundation argued in its trial brief. “It is a 

determination which, of necessity, depends upon knowledge of the community (its problems and 

resources), independence of judgement, and sufficient experience, day to day over time, to form 

meaningful conclusions about effectiveness or efficiency.”54 The foundation attempted to liken 

its determination of what was effective to the same calculus that corporations decided to “invest 

their stockholders’ money,” but the parallel was difficult to sustain. Few would expect the Ford 

Motor Company, the foundation argued, to continue to produce the Model T because that was 

what Henry Ford produced when he ran the company.55 

In cross-examination, Martin Paley also tried to compare the foundation’s notion of 

effective philanthropy with business practices, but the core of his argument was that foundation 

managers had their own expertise and wisdom that allowed them to determine what was efficient 

giving. Paley explained that the foundation’s sense of what was efficient came from a 

“cost/benefit analysis” and by “evaluation,” but the foundation furnished little evidence of 

measurable data that could substantiate either point. When pressed on this issue, Paley 
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abandoned the business-like rhetoric in favor of describing the developed expertise of the 

foundation. “I think that the distribution committee was basing its decision on several years of 

experience, hundreds of grants, tens of millions of dollars and, yes, it seems to me that they did 

come to a judgement [that they were making ineffective grants in Marin County],” explained 

Martin Paley. “That’s essentially what their role is. Their role is not to play as a substitute for a 

computer. Their role is to apply their wisdom and judgement to a set of circumstances, a set of 

facts and to act according to their best collective views. That’s essentially the nature of this kind 

of enterprise. To fail to recognize that, I think, fails to understand the essence of what we’re 

talking about here.”56 

Program executives, managers in charge of assessing grant requests for the foundation’s 

different program areas, also made arguments for efficiency based on their professional 

judgement. Jane Rogers, the foundation’s environmental program executive, testified in March, 

1986 that “continued spending of Buck funds under the current restrictions in Marin County in 

the future would lead to greater inefficiencies, in all probability.” She explained that the major 

grant opportunities in Marin were largely supplementary, in “additional environmental education 

and additional land acquisition and park and recreation projects, both areas in which Marin has 

an extremely large supply of facilities and services compared to other areas.”57 John Kreider, 

program executive for arts and humanities, made similar claims as Rogers. Asked whether “any 

of the money spent out of the Buck Trust for the arts in Marin County has been wasted,” Kreider 
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responded in the affirmative. For Kreider, funding cultural organizations in Marin—which were 

already well-established—was akin to “going beyond the optimal investment and continuing to 

provide even more money beyond that point.”58 

The San Francisco Foundation’s argument for philanthropic inefficiency rested, in large 

part, on the expert judgement of its personnel, but the history of community foundations as an 

antidote to the “dead hand” of donors provided the foundation an additional justification. The 

foundation and its legal counsel argued that community foundations served “to avoid the burdens 

of unproductive grants by minimizing anachronistic ‘dead hand’ control.” One of the purposes of 

community foundation, they contended, was to administer bequests for the community’s benefit, 

not the narrow and potentially outmoded requests of deceased donors.59 The San Francisco 

Foundation’s interpretation accorded with the historical genesis of community foundations, as 

concerns about the dead hand of donors motivated civic leaders to design the first such 

foundation in Cleveland. Frederick H. Goff, a Cleveland banker, obsessed over the stranglehold 

donors held over their bequests long after their death, designed the community foundation as an 

institution that could “lessen the evil of ‘The Dead Hand’ by making property dedicated to a 

specific charitable purpose available for other uses when the one designated by the donor 

becomes harmful or obsolete.”60 Goff was so obsessed with the dead hand, that his wife reported 
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his fixation “had a depressing effect upon the youngest member of the family, who asked in a 

frightening tone to be told where it was and what it did.”61 

In addition, the foundation argued that restricting the trust to Marin would make the 

county’s residents dependent on the San Francisco Foundation. Paley and the Distribution 

Committee worried that dedicating the sizable income of the trust to Marin would make residents 

reliant on the foundation, freeing them from the obligation of creating competitive programs and 

seeking support from multiple funders. Under cross-examination, Martin Paley explained how 

the Buck Trust diminished the competitiveness and independence of grant seekers. “Well, the 

expectations of people in Marin were really: ‘How can I get the money that’s available there in 

the Buck Trust?’ And it was not whether so much—it was not so much a competitive spirit based 

upon merits of the program. It’s a matter of: ‘I’ve got an idea. You’ve got that 30 million dollars. 

Let’s just facilitate the process for transferring that money into the agency.’” By contrast, grant 

seekers elsewhere in the Bay Area neither expected a guarantee of funding nor were they likely 

to receive funding. “[In] other parts of the Bay Area, when people come to not only our 

foundation but other foundations with an idea, they recognize it’s going to be scrutinized, it’s 

going to be analyzed in relation to other projects, and it’s a competitive process where their 

chances are relatively low on the scheme of things because most don’t get funded.”62 

While the San Francisco Foundation made a two-pronged argument based on historical 

notions of impracticality and dependence, its Distribution Committee well understood that the 
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fundamental issue was whether either claim was persuasive enough to challenge the stated intent 

of Beryl Buck. In the initial 1983 discussions regarding whether to proceed with a petition for 

modification, Paley noted that “the issue of donor intent has generated substantial speculation 

and argument.”63 The foundation’s inability to reach unanimity in its decision to petition for 

modification, moreover, owed in part to concerns regarding donor intent. Peter Behr, one of two 

holdouts on the Distribution Committee, argued the San Francisco Foundation’s decision to 

challenge the geographic restrictions of the trust came “in direct conflict with the north star of 

guidelines, which state that you are above all obliged if possible to fulfill the precise intent of the 

trustor. This is the north star of your direction; you better keep to it.” 

While the San Francisco Foundation could expect that donor intent would be a significant 

issue of contention in the trial, they likely did not anticipate the level of vitriol their argument 

would elicit from Marin County and its counsel. “The San Francisco Foundation is not the first 

fiduciary trustee, although among the most impudent, to lament over the ‘dead hand’ of a donor,” 

argued the attorneys for Marin. “A cynic might say that the Foundation wants to bite the dead 

hand that feeds it.”64 The counsel for Marin County argued that the foundation could still support 

Marin County, as the county’s needs would likely never disappear, and therefore there was no 

reason to break the trust. “The Foundation has admitted that it is not impossible to continue to 
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adhere to the Trust’s Marin provision,” the attorneys noted.65 “As long as there was still need in 

Marin—a fact that the foundation could not refute—then the foundation’s duty was to obey the 

text of the will. Regardless of the unexpected growth of Beryl Buck’s bequest, Marin’s counsel 

concluded, the law bound the San Francisco Foundation “to comply with the terms and 

conditions of the trust.” 

While dismissing any justification for cy pres, Marin’s counsel wielded its sharpest 

knives for the foundation’s appeal to “effective philanthropy.” Attorneys for Marin County 

construed effective philanthropy as little more than a rhetorical cover for the foundation’s self- 

interest, alleging that the foundation used the concept inconsistently, that it had no basis in the 

law, and that it was not the fiduciaries’ responsibility. The "Foundation exhorts the court to 

abandon that which is best in the law and strike the bulwarks of integrity and fidelity to make 

way for unprincipled expediency under the guise of ‘effective philanthropy,’ ‘charitable utility’ 

or whatever other superficial apologia it finally resorts to at trial.”66 The “wispy chimera” of 

effective philanthropy, “based on notions of ‘equity’ or ‘relative need,’ they wrote, served no 

purpose but providing “the foundation with a superficial post-facto haven to which it has resorted 

when its other fanciful standards collapsed under discovery.”67 The counsel claimed the San 

Francisco Foundation—the Distribution Committee, in particular—far exceeded its basic 

responsibility to its donors by appealing to its own concepts of best practice. “This profligate 

lawsuit is a base manifestation of the hubristic petulance of some members of the Distribution 

Committee because they have chafed under the restrictions of a Trust they, in honor, were 

required to uphold,” the counsel concluded. “This suit is an ignoble crusade against the 
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beneficiaries the Foundation is obliged to serve, a confession of ineptitude and lack of 

imagination, and a sorry testament to the misuse of power and authority given in trust.” 

John Elliott Cook, Beryl Buck’s personal attorney and co-trustee of the Buck Trust, 

sustained many of the points raised by Marin’s counsel. “Having expressed her purposes so 

clearly and unambiguously, Mrs. Buck, as a citizen of California and the United States, had 

every right to expect that her gifts would indeed be used in accordance with her instructions.”68 

If the San Francisco Foundation could still spend income from the Buck trust in Marin, Cook 

argued, then it had no grounds for amending her will. “Although a surfeit of definitions of 

‘effective philanthropy’ has been offered by the various Foundation employees, the concept 

appears to devolve to a question of relative need,” he concluded. But such a standard for the 

application of cy pres, he alleged, was “a radical departure from current law.” 

The state’s Attorney General, while initially reluctant to issue an opinion on the San 

Francisco Foundation’s petition for modification, abandoned his earlier concern that the trust 

might face a “saturation level” and joined Marin’s counsel in denying that the foundation had 

any legitimate claim to amend the will. “Trust law does not allow a trustee to supplant the 

instructions of the trustor with its own preferences,” wrote the Attorney General of California in 

1986, “absent a strong factual showing that the trustor’s wishes cannot be carried.”69 In support 

of Marin County, the Attorney General concluded that the San Francisco Foundation could carry 

 

 
 

68“Trial Brief of Co-Trustee JE Cook” Box 5, Folder 8 “Trial Brief of Co-Trustee Cook” 

(date unknown), 3. San Francisco Foundation records, BANC MSS 88/124 c, The Bancroft 

Library, University of California, Berkeley. 
69 Attorneys for State of California, Attorney General’s Trial Brief Re: San Francisco 

Foundation’s Petition for Modification of Terms of Trust, (January 10, 1986), 2. Box 15, Folder 

5, “Critical Pleadings, Volume 13” San Francisco Foundation records, BANC MSS 88/124 c, 

The Bancroft Library, University of California, Berkeley., BANC MSS 88/124 c, The Bancroft 

Library, University of California, Berkeley. 



225  

out Beryl Buck’s wishes, and therefore had no grounds to modify her will. “If the foundation 

merely believes distribution of Buck Trust income throughout the Bay Area is better, or ‘fairer’ 

than Mrs. Buck’s plan, and supports its subjective feeling with nothing more than philosophical 

arguments about the meaning of ‘effective philanthropy,’ the law will not apply cy pres.”70 The 

Attorney General’s office criticized what they perceived as the foundation’s concern for “its own 

identity”—“its own self-interest and solicitude for its own history and traditions, and concern for 

its reputation in the philanthropic community”—rather than adhering to Beryl Buck’s will. The 

“‘gut feeling’ of unfairness” was not, the Attorney General concluded, a “legal justification for 

the modification of specific charitable trust terms.”71 

An amicus curia brief by the Pacific Legal Foundation, a libertarian law firm, echoed 

both the opinions of Marin’s counsel and the Attorney General of California. Given that the 

foundation could “carry out the clear intent expressed by Mrs. Buck,” the foundation had no 

justification to amend her will.72 In agreement with Marin County that no justification existed 

for cy pres, the Pacific Legal Foundation also took issue with the interpretive powers claimed by 

the San Francisco Foundation. In particular, they criticized the foundation’s claim that 

philanthropy must be carried out in the public’s interest. “The Foundation [argues] that “‘private’ 

philanthropy inherently implicates, and thus to some extent is subservient to, the public interest.” 

"The Foundation has decided what it believes is in the ‘public interest.’ This clearly shows that 

the Foundation has effectually substituted its intent for that of the testator.” The Pacific Legal 
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Foundation warned the court of the implications of ruling in favor of the San Francisco 

Foundation. The argument of the foundation, they alleged, paved the way for “a world where 

decisions on how to spend any amount of charitable dollars are wrested from the hands of donors 

and instead placed under the eventual control of the courts as they are besieged by cy pres 

petitions by those who believe the donor did not act ‘wisely.’”73 

The attorneys for Marin County, co-trustee Cook, the Attorney General of California, and 

the Pacific Legal Foundation each conceptualized philanthropy as a bargain between donors and 

intermediaries, affirming a contractual understanding of philanthropy that conservatives 

spearheaded in the last quarter of the twentieth century. As the legal scholar Jacob Hale Russel 

argues, ideas first articulated by the law and economics movement, a school of legal thought that 

originated primarily in the Chicago school of economics, appeared in legal discussions of 

charitable trusts towards the century’s close.74 In particular, the law and economic movement’s 

conception of business corporations as a merely a nexus of contrast mirrored the argument that 

charitable trusts were also defined merely by contracts. The scholars Michael C. Jensen and 

William H. Meckling, in particular, argued that corporations were mere legal fictions, “which 
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serve as a nexus for a set of contracting relationships among individuals,” not institutions with 

broader “social responsibilities.”75 The contractual relationship that concerned Jensen and 

Meckling the most was between “principals” (those who “engaged another person […] to 

perform some service on their behalf which involves delegating some decision making 

authority,” i.e. shareholders) and the “agent,” who assumed the responsibility of “maximizing the 

‘principal’s’ welfare,” i.e. managers. In Jensen and Meckling’s theory, the central governance 

problem of corporations was how to reduce “agency costs”—that is to say, reducing the costs to 

business when managers deviated from their obligation to serve the interests of shareholders.76 

The arguments for upholding Beryl Buck’s geographic restriction, and the often-vicious 

denouncements of the San Francisco Foundation’s claim that philanthropic dollars must be 

distributed for the public’s interest, echoed core ideas of the law and economics movement, but 

the connection between them may not have been so direct. Russel argues that the “contractual 

revolution in charity governance” succeeded because it “intersected with a series of other social, 

cultural, and intellectual changes in the non-profit world.”77 Aaron Wildavsky identified one of 

these factors when he likened the San Francisco Foundation’s petition to modify the Beryl Buck 

Trust to the attempt by Ford Foundation and other “liberal foundations” to enact public policy.78 

For conservative activists and businesspeople, the Ford Foundation was the most conspicuous 

example of a foundation captured by a “new class” of professional managers, who turned the 

 

 
 

75 David Gindis, “On The Origins, Meaning and Influence Of Jensen and Meckling’s 

Definition Of The Firm” Oxford Economic Papers 72, 4 (October 2020): 966-984. 
76 Michael C. Jensen and William H. Meckling, “Theory of the Firm: Managerial 

Behavior, Agency Costs and Ownership Structure” Journal of Financial Economics 3 (1976), 

308. 
77 Jacob Hale Russel, “For Whom Are Non-Profit Managers Trustees? The Contractual 

Revolution in Charity Governance,” working paper, 526. 
78 Aaron Wildavsky, “Exchange Versus Grants,” 851. 



228  

foundation’s funds against the economic and political arrangements that made the foundation 

possible.79 In 1977, Henry Ford II, the grandson of Henry Ford, resigned from the board of the 

Ford Foundation, explaining his decision as partly the result of the foundation’s drift from donor 

intent. In a statement reprinted in Foundation News, Ford contended that “[the] foundation is a 

creature of capitalism—a statement that, I’m sure, would be shocking to many professional staff 

in the field of philanthropy.” Conservative stalwarts, chiefly William E. Simon and Irving 

Kristol, used Ford II’s resignation as a rallying cry to defend donor intent against the “self- 

serving” foundation managers.80 Ford, however, was more measured, clarifying that he did not 

think “all philanthropoids are socialists,” but that foundation managers should do more to 

preserve “the system that makes the foundation possible.”81 
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By contrast, David Packard, the co-founder of Hewlett Packard, indicted foundation 

managers and trustees as a direct and dire challenge to the economic system that had made 

businesspeople such as himself wealthy. In 1973, Packard, a lifelong Republican with memories 

still fresh of student protests at Stanford, spoke before the Committee for Corporate Support of 

American Universities to urge corporations to cease making unrestricted gifts to educational 

institutions. Owing to the politics of foundation trustees, Packard elaborated, corporations must 

make restricted gifts that “contributed in some way to our individual companies, or to the general 

welfare of our free enterprise system.”82 When Roger Heyns, the former chancellor of the 

University of California, Berkeley and, in 1979, the first president of the William and Flora 

Hewlett Foundation, criticized Packard’s speech and its implication for educational institutions, 

he was met with a fierce rebuttal in The Wall Street Journal. In 1977, Irving Kristol snapped that 

Packard’s critics “seemed to think they had some kind of right to that money.” Much of Kristol’s 

ire was aimed at the “New Class,” and, in particular, foundation managers. “Foundations and 

universities are for the most part […] populated by those members of the ‘New Class’ who 

sincerely believe that the larger portion of human virtue is to be found in the public sector, and 

the larger portion of human vice in the private,” Kristol claimed. “If one reads a publication like 

the Foundation News, one gets a pretty unambiguous impression as to the attitudes that prevail.” 

He underlined the dangerous influence foundation managers held, arguing that “since 

foundations and universities are the idea-germinating and idea-legitimizing institutions of our 
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society, this bias […] is a serious problem for those of who are concerned for the preservation of 

a liberal society under limited government.”83 

Packard, as well as other business leaders, helped fund a network of institutions meant to 

cement the power of corporations and their class, which included the Hoover Institute at 

Stanford. Conservatives did so, moreover, by mirroring the work of the foundations they 

chastised as having drifted from donor intent. As the historian Steven M. Teles argues, starting in 

the 1970s, conservative donors funded a network of organizations to counter the liberals in 

foundations, universities, and thinktanks, who they charged as having monopoly power over 

public policy. Scholars of law and economics, regardless of their own political affiliation, were 

chief beneficiaries of conservative movement building. Donors recognized in their arguments “a 

powerful critique of state intervention in the economy, and a device for gaining a foothold in the 

world of elite law schools.”84 In 1991, grantmakers that had met since the 1970s formalized their 

group as the Philanthropy Roundtable, which served as a conservative alternative to the Council 

of Foundations and shared the free market commitments of the Business Roundtable.85 As the 

historian Alice O’Connor argues, a core issue for the Philanthropy Roundtable was preserving 

the sanctity of donor intent.86 

The Buck Trust litigation took place then in a tumultuous context, one in which 

conservatives accused foundation managers and trustees of disrespecting the wishes of donors, 

 
 

83 Irving Kristol, “On Corporate Social Responsibility” Wall Street Journal (March 21, 

1977), 18. 
84 Steven M. Teles, The Rise of the Conservative Legal Movement: The Battle for Control 

of the Law (Princeton: Princeton University Press, 2012), 90, 206. 
85 On the origins of the Philanthropy Roundtable, see Alice O’Connor, “Bringing the 

Market Back in: Philanthropic Activism and Conservative Reform” in Politics and Partnerships: 

The Role of Voluntary Associations in America’s Political Past and Present ed. Elisabeth S. 

Clemens and Doug Guthrie (Chicago: Chicago University Press, 2011), 144. 
86 Ibid. 



231  

and in which businesspeople funded a growing opposition to the concept of philanthropy as 

having a purpose beyond that dictated by wealth providers. Whether or not the attorneys for 

Marin County read law and economics scholars, Irving Kristol’s essays on philanthropy, or 

agreed with David Packard and Henry Ford II’s assessment that philanthropy should support 

capitalism, Marin’s counsel shared with them the conviction that philanthropic wealth should be 

interpreted narrowly as the private property of donors. Marin’s counsel also shared the position 

that fiduciaries had no other obligation but to obey the wills of donors. The Buck Trust litigation 

pit two conflicting interpretations of how and for whom philanthropic wealth should be 

distributed against one another. 

 
 

The Resolution 

 

 

After six months of bitter litigation, the San Francisco Foundation perceived that the trial 

would not be resolved in its favor. The Court did not permit the expert testimony of John G. 

Simon, who had done research in defense of the San Francisco Foundation’s justification for cy 

pres, and it did not permit the San Francisco Foundation to introduce as evidence its needs 

assessments of other regions of the Bay Area. Moreover, the Attorney General of California, 

once wary of the Buck Trust’s geographic restriction, had turned against the San Francisco 

Foundation before the trial’s end. In 1986, the San Francisco Foundation reached an agreement 

with Marin County, wherein the foundation released control of the income of the Buck trust to 

the Marin Community Foundation, which was created that year to assume responsibility of Beryl 

Buck’s trust. Martin Paley stepped down from the San Francisco Foundation, which shrank 

dramatically in size. 
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Ironically, the resolution of the Buck Trust case led to the Court setting conditions on the 

Buck Trust that Beryl Buck never stipulated in her will—an unusual exercise in government 

control over philanthropy. On July 25, 1986, the Attorney General of the State of California, 

Marin County, and the Marin Council of Agencies drew up an agreement, which dedicated 20- 

to-25% of income from the Buck Trust for one to three major projects of “national or 

international importance” which were to accord with Beryl Buck’s presumed “desire to bring 

respect and admiration to Marin County.”87 After a hearing in July, 1987, the agreement 

stipulated that the court “may select one or more projects to be funded.”88 The agreement 

charged Santa Clara Superior Court Judge Homer Thompson, who presided over the Buck Trust 

trial, with the responsibility of deciding the reconstituted Buck Trust’s projects. Judge Homer 

Thompson "has a problem that some of his brethren in public life might envy,” The San Jose 

Mercury News reported, “how to spend $6 million or so a year for the benefit of ‘humankind.’”89 

The court decided to dedicate the funds to the Buck Center on Aging, the Institute on Alcohol 

and Other Drug Problems, and the Marin Educational Institute—all organizations located in 

Marin County. But there was little evidence that Beryl Buck, who, after all, wanted the San 

Francisco Foundation to distribute her trust, would have wanted a judge to apportion her trust to 

different projects of “national or international importance.” John G. Simon, a professor at the 

Yale Law School, noted that the agreement tasked the Court with interpreting “what Mrs. Buck 

might have wanted to do with some of her income if she knew its true magnitude.”90 In the end, 
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90 John G. Simon, “American Philanthropy and the Buck Trust” University of San 
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the Court interpreted the intention of Beryl Buck beyond the precise words in her trust—it had 

substituted the San Francisco Foundation’s notion of “effective philanthropy” for its own 

preferences. 

 
 

Aftermath 

 
 

In 1997, Peter Frumkin, a former foundation program officer and a professor of public 

policy at Harvard University’s John F. Kennedy School of Government, described with 

admiration the ways the controversy over the Buck Trust presented “a highly visible example of 

the professionalization of philanthropy and the triumph of philanthropic expertise. Not content to 

accept the clear private philanthropic intentions of a donor, the San Francisco Foundation sought 

to impose its own analysis of public needs in the Bay Area in challenging the terms of Beryl 

Buck’s gift. Instead of acting as the obedient servant of the donor, the San Francisco Foundation 

appealed to the court to accept the opinion of its trustees that the donor’s intent should be 

modified solely because the size of the Buck Trust had increased substantially.”91 Frumkin was 

right that the Buck trust case had the potential to affirm the expertise of foundation managers to 

distribute funds relative to donors, but there was no such triumph for the San Francisco 

Foundation. 

The victory went to the court and the conception of trusts as the private property of 

donors, which the court—a public institution—took the unusual step of administering. Nothing 

in Beryl Buck’s will made it obvious that she would have wanted a judge to determine how to 

apportion her will, or that she had any particular interest in the projects that the court selected to 

 

91 Peter Frumkin, “Fidelity in Philanthropy: Two Challenges to Community Foundations” 

Nonprofit Management & Leadership 8, no. 1 (Fall 1997), 67. 



234  

dedicated the funds of the Buck Trust. Marin’s counsel won a victory for unimaginative 

philanthropy, for a crabbed, originalist understanding of Beryl Buck’s will, which the court then 

amended on its own terms under the pretense that it was preserving Beryl Buck’s charitable 

intent. Frumkin’s characterization of the San Francisco Foundation’s petition as a strike against 

“obedience” was accurate, but that rebellion failed more miserably than he acknowledges. 

The Marin Community Foundation, moreover, remained mired in controversy well after 

its creation. Program officers left the foundation in its first three years at an alarming rate. 

Though they were legally prevented from speaking about why they left the foundation, rumors 

circulated that Douglas Patiño, the foundation’s president, was a poor manager. The Marin 

Community Foundation also produced uneven results for the needy of Marin County. By 1999, 

the Buck Trust was worth $850 million, dedicated to what remained one of the wealthiest 

counties in the United States. 92 That year the foundation created the Buck Institute for Research 

on Aging, which Mary McEachorn, one of the attorneys responsible for preserving Beryl Buck’s 

will, worked for as Chief Administrative Officer and the institute’s legal counsel. The architect 

I.M. Pei designed the institute, which resided on 488 acres in the foothills of Mount Burdel.93 

The institute was one of the first to focus its research on mammalian aging, studying how to 

increase lifespans, address dementia and Alzheimer’s, and other ailments related to age. In 1987, 

John G. Simon reflected that, however much the Buck Institute for Aging afforded Marin 
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“acclaim,” it provided only “sophisticated research jobs”—and, presumably, Marin residents 

with such qualifications already had jobs.94 

In 2001, a group of activists interrupted the National Philanthropy Day luncheon in San 

Francisco, distributing pamphlets entitled “Message from 11 million Latinos: The Marin 

Community Foundation Ignores Latinos and National Philanthropic Goals.” They charged the 

Marin Community Foundation—which then exceeded a billion dollars in assets—with failing to 

address the needs of Latinos, favoring environmental causes rather than the creation of low-cost 

housing. The activists, which included members of the San Francisco-based Greenlining 

Institute, accused the foundation of rebuffing the needs of the poor, while pouring money into 

causes that largely favored the elite. “We’re invisible here,” reported Margot Segura of the 

Hispanic Education and Media Group, which was on the verge of closing for lack of funding. 

“They suck the marrow out of us with their menial work. People say, ‘You live in Marin, you 

must be OK.’ Well, we’re not. We need help from the big players like the Marin Community 

Foundation.”95 

 
 

The Problem of Donor Control 
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The Buck Trust litigation was a dramatic feud, one that foreclosed a possibility of 

empowering foundation managers to assert the public’s interest in the event they perceived 

donors as making inequitable requests. 96 Where the San Francisco Foundation attempted to 

draw on its staff’s expertise and its institutional history to make a case for curbing donor control, 

the foundation managers in Silicon Valley followed a different path. 
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Chapter 6: The Silicon Valley Way of Giving 

 

Between the 1980s and the 2000s, foundation managers and other philanthropoids 

expanded donor’s ability to set conditions on their gifts, which facilitated the growth of 

endowments to unprecedented sums but had multiple and often unexpected consequences. By 

expanding donor control over philanthropic funds, foundation managers sacrificed their 

exclusive expertise—that is, they diminished the value of their ability to advise clients on how 

they should give away wealth—and embraced instead a less ambitious function as managers who 

ensured that donors received the maximal “return” from their giving. The potential of foundation 

officials to debate the justice of philanthropy—to challenge, as the San Francisco Foundation had 

done, the wisdom of donors when they ran contrary to the philanthropoid’s sense of social need 

or the effectiveness and impact of donated funds—was reduced in the process of managers 

becoming servants to affluent givers. In the process of expanding donor control, philanthropoids 

also circumvented regulatory measures that Congress imposed on philanthropic organizations, 

freeing donors of payout requirements and leading to the accumulation of large sums of assets in 

philanthropic foundations. 

The factors that helped foundation assets reach historic highs and simultaneously sterilize 

foundation managers of their ability to meaningfully represent the public were also multiple and 

intersecting. This chapter is divided into sections in order to study each of these factors and 

covers roughly the last quarter of the twentieth century, closing with the creation of the Silicon 

Valley Community Foundation—then the largest community foundation in the United States. 

The chapter argues that faculty at the Stanford Graduate School of Business and executives 

leading community foundations in Silicon Valley together developed strategies to court donors 

that invoked the logic and language of financial entrepreneurialism. The collapse of the United 
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Way of Santa Clara County, which supported local non-profit service agencies, underscored 

Silicon Valley’s rejection of older models of raising and distributing philanthropic wealth and 

reinforced philanthropoid’s conviction that high tech’s entrepreneurial business culture required 

new philanthropic models. 

 

 

Managing Philanthropy at the Stanford Graduate School of Business 

 

 

Starting in the 1960s, business schools began to expand their curriculum to include 

training for management of government institutions. When business schools introduced courses 

or programs on the management of nonprofit organizations and the distribution of philanthropic 

wealth is less clear. Scholars of business management note that philanthropic foundations 

themselves were instrumental in shaping the curriculum of business schools starting in the 1950s. 

The Ford and Carnegie foundations, in particular, helped cement the “new managerial sciences” 

at business schools, which combined decision analysis, game theory, and the behavioral sciences 

to define management as an analytical, quantifiable task that benefitted little from “fuzzy 

notions” of intuition or experiential judgement.1 The John D. Rockefeller III Fund also took an 

active interest in shaping business school curriculum in the 1960s and 1970s but with an 

emphasis on a fuller recognition of corporate social responsibility.2 Circuitries of influence 
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reinforced business and philanthropic connections as management consultants created niche 

consultancies to advice nonprofit organizations as early as 1947, which included offices in San 

Francisco. 3 Business schools and philanthropic organizations then were already well integrated 

by the mid-twentieth century. 

However, while foundations and business schools exchanged their ways of understanding 

how to manage institutions, business schools did not offer specialized courses in nonprofit and 

philanthropic management until at least the late 1960s and 1980s, respectively.4 The Stanford 

Graduate School of business, for example, created its Public Management Program in 1971, but 

did not include philanthropy as part of the program’s curriculum courses until 1989. The Public 

Management Program focused initially on training students to enter public service as well as 

head nonprofit organizations and owed its genesis to the fears of business leaders confronting 

public criticism, the threat of government regulation, and nationwide protest. Arjay Miller, a 

former president of Ford Motor Company, and one of Ford’s managerial “Whiz Kids,” 

spearheaded the Public Management Program at Stanford alongside Lee Bach, a business school 

professor at Stanford. Ralph Nader’s 1965 book, Unsafe at Any Speed: The Designed-In Dangers 

of the American Automobile, disturbed Miller, as did the wave of regulation and criticism it 

brought upon corporate executives. Witnessing corporations fumble to defend themselves against 
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Nader’s charges, Miller realized the importance of teaching businesspeople how to interact with 

government to blunt any further regulation.5 

Driven by fear of legislation that would curtail the breadth of corporate power, Miller 

argued that if managers did not control the terms of social change, then others would set those 

terms for them. “Business cannot afford to sit back and wait for the slow build-up of public 

resentment to bring corrective action to social problems,” Miller wrote in 1966. The businessman 

“must take a broader-than-business view of his environment and of the effects of his own 

business actions upon it. He must be prepared to bring to the solution of industry-related social 

problems comprehensive, rational and sound approaches before the pressures reach a boiling 

point and erupt in possibly bad or ineffective legislation.”6 

Protests against racism and poverty in the 1960s also persuaded Miller of the necessity of 

integrating businesspeople into public institutions. Responding to the 1967 Detroit riots, Miller 

and fellow executives believed they could answer rioters’ discontent by creating a public-private 

partnership via an economic development committee. Miller soon found that not only did local 

governments confront problems more complex than those faced by businesses, but that public 

institutions had scant resources to address those challenges effectively. The mayor “had no good 

people, no plan, and no money,” Miller remembered. “We failed miserably.” Miller reasoned 

that the private-public partnership failed because businesspeople needed to be better trained in 

the workings of government institutions, and government managers needed to adopt the 
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analytical techniques of corporate managers.7 “The real need, he perceived from these activities, 

was to pump more managerial talent into government staffs,” recorded Peter C. Allen in his 

history of Stanford University.8 Miller’s decision to bring management practices to government 

followed similar efforts by Secretary of Defense Robert McNamara, a fellow Whiz Kid, who 

oversaw the integration of business values in the nation’s defense apparatus during the 1960s.9 

Student protests provided additional incentive for Miller and other business school 

professors to relate the study of management to larger political and economic issues. In 

particular, faculty wished to assuage students who argued that the university was complicit in 

unjustified harm to other nations, and that it had no credible claim to a position of social 

responsibility. In 1969, students attacked the Stanford Research Institute, which, while nominally 

separate from Stanford, resided in the university’s industrial park and derived its income from 

military contracts. Lee Bach, a professor at the Stanford Graduate School of Business who long 

shared concerns with other faculty that business students were uninterested in the complex social 

problems of the “real world,” interpreted the protests as proof that curriculum needed to address 

larger political and economic problems. Bach joined Miller in creating the coursework to teach 

business students how to think more broadly about the relations of business and society.10 

The resulting Public Management Program, funded by the Alfred P. Sloan Foundation 

and directed by Henry S. Rowen, former president of the RAND Corporation, instructed students 

how to apply managerial techniques to the resolution of public problems. Between 1973 and 
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1977, 180 students in the Stanford business school’s public management track entered public 

service, with the largest share (33%) finding employment in the federal government. Another 

21% entered the nonprofit sector.11 

The public management program offered a relatively large number of courses on “urban 

studies” and “black economic development,” reflecting the shared faith of executives, 

foundations, and the Nixon administration that black people owning businesses would alleviate 

the conditions that spurred protests against racism—or, in the parlance of Cold War foreign 

policy, black capitalism would “contain” potential threats to existing political economic 

arrangements.12 While scholars argue the sponsors of black capitalism intended to deradicalize 

social movements, Stanford’s urban studies programs and the focus on social responsibility may 

have also been intended to pacify students. Eugene J. Webb, who later taught in the Public 

Management Program, was so alarmed by student protests that he dedicated himself to 

researching how to “absorb” student political unrest in 1968.13 Likewise, William Hewlett, a 

Stanford trustee and a sponsor of the Graduate School of Business’ work on social responsibility, 

was distressed by “the intensely complex problem” of “radical students whose only thought is to 
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destruction.”14 He deemed the students who protested the Stanford Research Institute in 1968 

“pretty mixed-up,” and youth that were “irrational” and driven by a “deep and basic 

unhappiness.”15 In private correspondence, Hewlett doubted that the 1969 protests against the 

presence of Reserve Officers’ Training Corp at Stanford were merely the result of “a few 

radicals,” but represented a larger problem throughout the university—nothing less than a “major 

crisis.”16 The protests persuaded Bach that business students would no longer be content with 

entering careers in for-profit management, leading him to support the creation of the Public 

Management Program at Stanford.17 

While Stanford’s Public Management Program drew many students to government 

service, some of whom saw it as an alternative to careers in the private sector, the school 

increasingly focused on moving students and expertise into the nonprofit sector in the 1980s. 

During the War on Poverty, philanthropic foundations worried that the federal government had 

undercut their mission by channeling funds into the nonprofit sector. By the late 1970s, however, 

cutbacks in government funding positioned philanthropically supported non-profit organizations 

as an alternative to public welfare. Both developments spurred the expansion of employment and 
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interest in the nonprofit sector. In 1981, for example, 270 people from Bay Area business 

schools, corporations, and nonprofit service providers attended a Stanford Business School 

conference to discuss how “the business world could come to the aid of the nonprofit world.” 

The moderator, the journalist Milton “Milt” Moskowitz, attributed the genesis of the conference 

to the austerity of “’Reaganomics.’” “If governments—federal, state and local—are going to cut 

back on their support of social services,” he reported, “then corporations need to be urged and 

cajoled into taking up the slack.”18 Walter A. Haas Jr., chairman of Levi Strauss, expressed 

similar convictions in his opening statements, pressing business to take charge where 

government appeared to falter.19 

Students in the public management program, confronting an era of government austerity 

and a growing nonprofit sector, found reason to believe that a career in nonprofit organizations 

might well be beneficial for them and for their employers. “It stopped being cool to go into 

government,” recalled Jim Thompson, who graduated in 1986 and later directed the Public 

Management Program from 1987 to 1988. James M. Patell, then an associate dean for academic 

affairs at the business school, helped Thompson redesign the public management program in the 

light of declining interest in public service. “[We] broadened the focus of the PMP to include not 

just government but also nonprofits and the kind of voluntary contributions people make. It 

allowed us to do things for a much larger body of students.”20 

In addition to federal devolution, the turn away from corporate social responsibility 

within the main curriculum of business schools led to the creation of niche programs in public 
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and nonprofit work for business students. In 1970, Milton Friedman, a neo-classical economist, 

argued in the New York Times that managers existed to ensure returns to shareholders, and any 

deviation from that function risked leading managers away from that duty. “There is one and 

only one social responsibility of business,” Friedman concluded, “to use its resources and engage 

in activities designed to increase its profits. 21” The scholar Rakeshi Khurana contends 

Friedman’s article signaled a turning point in the thinking of business schools, which, under the 

influence of Chicago School economists, turned away from the precept that managers had a 

social duty beyond meeting shareholders’ need for profitable returns. 22 

The business school’s courses on philanthropy were not insulated from the influence of 

shareholder primacy that diffused throughout the nation’s business schools. Eugene J. Webb, 

who held a degree in psychology, and worked as an advertiser before becoming a professor, 

designed the first class at the Stanford Graduate School of Business on philanthropy in 1989 well 

after Friedman’s ideas had been put into practice in American corporations. The course enrolled 

just eight students, and, he joked, threatened to have more faculty and guest speakers than 

students. Guest speakers and attendees included Mark Vermilion, head of the short-lived Stephen 

P. Jobs Foundation, Morris Eson, a rabbi and development psychologist, John W. Gardner, Dick 

Lyman, a former Stanford president and head of the Rockefeller foundation, as well as a 

sociobiologist who “will talk about altruism in infra-humans and God knows what else.”23 Just 

as the speakers varied, so too did the course’s focus. “Business 474: Topics in Philanthropy” 
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required students to study the motives for giving, techniques of fundraising, as well as develop a 

means for distributing $10,000 donated by the Peninsula Community Foundation.24 Despite the 

relatively low number of students, Webb’s course, his collaboration with foundation leaders, and 

his research with Morris Eson presaged larger changes in foundation management, which 

simultaneously expanded their claim to expertise while obliging managers to defer ever more to 

donors. 

In his earlier work with Morris Eson, a longtime friend and a professor of psychology, 

Webb studied the religious and moral reasons for why people gave, but by the time he began 

teaching “Topics in Philanthropy” at the Graduate School of Business, Webb had shifted to 

developing techniques that would assure that nonprofit organizations and their managers were 

accountable to resource providers.25 This shift was not unrelated to his previous research, but 

grew out of Webb’s conclusion that motives were often too complicated (and sometimes even 

unknown to the giver) to use as a basis for forming effective appeals to donors. In a 1988 

working draft on “Motivating for Giving and Voluntary Service” for The Independent Sector, 

Webb and Eson explained that “it is easy to feel overwhelmed by the topic of giving.” They 

listed a “distressing overload” of reasons for giving that included “sociobiology,” “economics,” 
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“religious/ethical thought.” and “clinical/development/social psychology,” a “chaos,” they 

concluded, that resisted “simple models.”26 

Because individuals had numerous, sometimes undecipherable, reasons for giving, Webb 

and Eson advised not “pushing” donors to give by appealing to motives, but recommended 

instead developing generalizable techniques that “pulled” donors to give. Webb and Eson wished 

to create techniques that would incentivize donors by making it easier for them to be certain that 

the act of giving would satisfy their own personal motives, however idiosyncratic. “Rather than 

keying on strategies to increase motivating for giving,” Webb and Eson suggested, “greater yield 

may come from concentrating on resistance reduction by making it easier and simpler to give. 

Friction reduction is more important than horsepower…and one should think more about easing 

the path than increasing the energy of the push.”27 In 1989, Webb planned to ask his students 

how to create a “structural form” to decrease the philanthropist’s “barriers of entry,” an 

economist’s term for the obstacles that prevent new businesses from entering a market--but he 

was already working on his own answer that drew closely from practices of the financial 

industry.28 

The idea that Webb developed with Morris Eson in the early 1990s was that those 

seeking funds—be they community foundations, federated charities, or nonprofit service 
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providers—needed to assure donors that their donations would have a “return on investment.” 

Webb insisted that conceptualizing philanthropy as a financial transaction that yielded donors the 

maximum return from their investment could encourage greater levels of giving. “So the overall 

question is what can we learn from thinking about charitable investments in the language and 

structure of ‘pure’ financial investments,” Webb asked in his notes. Just like investors, Webb 

answered, donors preferred to give when they had greater certainty that their donated wealth 

would lead to a positive result. For Webb it followed that the duty of managers was to reduce 

donor’s resistance to giving by eliminating the potential risk of a gift failing to achieve its 

intended outcome. Managers could accomplish just such a task by also adapting techniques that 

mutual funds managers and other investors used to mitigate the potential risk of a failed 

investment. A necessary part of this task, Webb concluded, was the creation of “measures of 

‘return’ on donations” as well as “measures of risk on those donations.” 29 

The core of Webb’s theory—that nonprofit managers could understand philanthropy as 

producing a return not unlike that of a financial investment, which managers could measure to 

assure their accountability to donors—was the most difficult for him to make concrete, but it was 

his most important contribution to rethinking how managers interacted with donors and the 

nonprofit organizations that wanted their wealth. “The need for a common measure of ‘Return’ 

on Philanthropic Investment,” he explained, “may be the most serious hurdle in applying 

financial theory to philanthropy.”30 But the prospect that nonprofit managers could perform such 
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a task—that foundation personnel could develop measures to evaluate the success of the 

nonprofit organizations that they funded—was a significant expansion of their expertise. Not 

unlike management consultants, foundation managers could now claim to have an expert 

knowledge of their own to teach their clients—in this case, the recipients of a donor or 

foundation’s wealth. 

At the same time, however, Webb’s recommendations obliged managers of philanthropic 

wealth and nonprofit organizations to narrow their focus to the creation and assessment of 

metrics to encourage giving, minimizing an obligation that they interrogate the larger social 

impact of their work or the appropriateness (and costs) of compelling beneficiaries to conform to 

general standards developed by philanthropoids and donors. When Webb and Eson began 

researching the “parallels between finance and philanthropy,” they dismissed the argument that 

wealthy people gave to preserve the political and economic arrangements that produced their 

wealth. Using research by the historians Barry D. Karl and Stanley N. Katz, Webb and Eson 

concluded that not only was such an interpretation “overly simplistic,” but they inferred that 

strategic self-interest was unlikely to induce giving.31 Webb’s and Esons’s philanthropic 

managers might encourage greater levels of giving by creating measurable standards by which 

they could hold themselves and their grantees accountable, but they were not to reflect critically 

on donors or the institution of philanthropy. While not an exact mirror of the shareholder-first 

model of management that the business school taught outside the Public Management Program, 

Webb’s ideal manager of nonprofits and philanthropic funds nonetheless still focused on 

ensuring the resource provider that managers would achieve whatever “returns” that the donor or 
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foundation board expected. Managers ought not, for example, make a claim that donors should 

give because it was an injustice to have great wealth unless one distributed it to the needy. 

Rather, Webb’s managers approached donors and philanthropy more broadly in more anodyne 

terms, with specific reference to quantifiable measures and analogies to financial practices. 

The investment and return idiom that ran through Webb’s work may have been the 

nonprofit corollary to the shareholder theory in for-profit businesses, but Webb may have also 

been inspired by profound changes in national policy discourse. In the early 1990s, leaders 

within the Democratic Party, reeling from electoral losses and the dissolution of the New Deal 

coalition that had sustained their earlier victories, hoped to outcompete the Right by moderating 

their policy positions. As part of their efforts to win elections, the so-called New Democrats 

championed a transition from a welfare state that distributed benefits via social insurance and 

entitlement spending, to one that promised shared prosperity by increasing savings and 

investments. In an effort to distance the Democratic Party from older redistributitive social 

welfare programs, New Democrats discussed government spending as investments that would 

prove their value by their yielded returns. The rhetoric of “social investment” gave the New 

Democrat’s policies a veneer of hard-headedness, of supplanting wasteful spending with 

business-like investing and a careful weighing of costs and benefits. 

Webb’s commitment to supplanting fuzzy discussions of moral obligation or community 

norms with quantifiable investments overlapped with the New Democrats unsentimental reform 

of welfare, though it is difficult say whether Webb consciously drew upon that rhetoric in his 

work with Eson. Nevertheless, Webb tapped a nerve with many foundation leaders, who saw in 

his approach to philanthropy an answer to challenges they encountered at the end of the 20th 

century. In 1986, Mark Vermilion, whom Steve Jobs of Apple Computer had appointed to head 
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his eponymous foundation, consulted Webb on how to create a “real lasting contribution to 

society.”32 While the foundation shuttered in 1987 without ever having made a grant, other 

organizations also consulted Webb. In addition to working with the Hewlett foundation to devise 

fundraising strategies, he reviewed a proposal to use Stanford business students to undertake a 

project at the Community Foundation of Santa Clara County. Peter deCourcey Hero, an alumnus 

of the Stanford Graduate School of Business, inquired as to whether aspiring MBAs could assess 

the foundation’s finances and its investment policy, review “the foundation’s entire internal 

operations,” and create a study of the “philanthropic ‘market’ in Santa Clara County [in order to] 

better define how the Community Foundation can encourage greater philanthropy.”33 Hero also 

read and made notes on Webb’s arguments about the “parallels between finance/philanthropy” in 

the first year he became the foundation’s executive director.34 Given Hero’s critical support of 

venture philanthropy and donor centered services, it is not improbable that Webb’s arguments at 

least affirmed his own thoughts about philanthropy. 

Bill Somerville, executive director of the San Mateo Foundation, took special interest in 

Webb’s teaching. In 1989, for example, Somerville expounded on the fundamentals of his idea 

of what it meant to give like a venture capitalist for one of Webb’s classes. “The problem I have 

with gifts is that they are so deeply related to emotions,” Somerville wrote. “The giver is 
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appealed to on a basis that has no relation to the need for money or the worthiness of the group 

receiving it.” Every organization that sought a grant, he groaned, appeared to address a crisis in 

dire need of resolution. Somerville told students that his function as an intermediary was to 

“blow away all the ‘fog’” and determine the value of a grant seekers’ work. “If individuals, as 

well as foundations, knew how to ask questions before giving,” he concluded, “and nonprofits 

provided them with information about the quality of their work rather than with blanket 

emotional appeal—if individuals invested their philanthropic money as venture capitalists do 

with their investments . . . then indeed there would be a revolution in philanthropy.”35 In addition 

to circulating his ideas to students, Somerville provided a $10,000 grant to Webb’s “Topics in 

Philanthropy Course” through the San Mateo Community Foundation, which Webb instructed 

students to administer for charity as a final exercise. 

While Webb built a local influence, he would not publish his findings about finance and 

philanthropy to a larger audience. In 1995, Webb passed away at the age of 61, his monograph 

on finance and philanthropy largely still in rudimentary notes. 

On the other side of the coast, however, the Harvard Business School advanced 

arguments that overlapped with many of Webb’s specific recommendations. In 1997, Christine 

W. Letts, William P. Ryan, and Allen S. Grossman published “Virtuous Capital: What 

Foundations can learn from venture capitalists” in The Harvard Business Review. The authors— 

the executive director of Harvard University’s Hausser Center for Nonprofit Organizations, a 

consultant to nonprofits, and a Harvard Business School professor, respectively--argued that in 
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the context of government retrenchment and persistent social problems, foundations needed to 

ask more of themselves and the nonprofit organizations that they funded. In the absence of any 

market mechanism to punish the inefficiency of grantmakers, the authors contended, foundations 

needed to create measures by which they could hold their beneficiaries to account and by which 

foundations could use to assess the wisdom of their grantmaking.36 Like Somerville, Webb, and 

Eson, before them, the authors argued that a useful touchstone for foundations was the financial 

industry—more specifically, the venture capital industry. To ensure grant recipients 

accomplished their stated goal, the authors proposed that foundations provide funding in 

increments contingent on the successful accomplishment of pre-defined outcomes—not unlike 

the process of series funding by venture capitalists—and “invest in the organizational capacity” 

of the nonprofit sector. Similar to venture capitalists, foundation officers might sit on the board 

of recipient organizations, provide management training for a grantee’s staff, and remain a 

mentor and financial sponsor for longer periods of time. 

While Letts, Ryan, and Grossman never used the term “venture philanthropy,” their 

article helped revive national interest in the concept among foundations. Soon after the Harvard 

Business Review published “Virtuous Capital,” as discussed in the next section, Silicon Valley’s 

two community foundations claimed that venture philanthropy was synonymous with their 

region’s practice of giving and did much themselves to promote the concept. But the fervor for 

venture philanthropy in the late 1990s—much of which emerged from business schools, 

foundations, and Silicon Valley—was ironic, for its champions were often critical of past 
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foundation practices that had occasioned the coining of the term venture philanthropy in the mid- 

twentieth century. The rhetoric of the older venture philanthropy praised foundations for giving 

despite not knowing whether the nonprofits that they supported would achieve their stated 

outcomes, and recognized that the work of nonprofits often took unexpected turns and a longer 

view to appreciate. By contrast, the emergent sense of venture philanthropy argued that not only 

could foundations predict and control the outcomes of the organizations that they funded, but 

that it was imperative that they do so. 

But not all philanthropoids were so eager to embrace venture philanthropy or the more 

general use of the investment idiom. “There has been a recent buzz in the foundation world about 

the venture capital model,” observed Bruce Sievers, executive director of the San Francisco 

based Walter and Elise Haas Fund in 1997. “Virtuous Capital” “has been passed around offices 

and boardrooms, has stimulated much discussion, and has even led at least one funder that I 

know to redirect funding. It has accomplished what few academic articles are able to do—it 

prodded the field into thinking critically about the way it does its work.” Sievers then criticized 

the argument that venture capital concepts could—or should--map onto the nonprofit sector. 

“There is no counterpart in the nonprofit world to the for-profit world’s single bottom-line 

variable, return on investment (ROI).”37 To Sievers, nonprofit organizations were semi- 

autonomous from government and independent vehicles for pursuing a wide array of social 

goals. Asking the nonprofit sector to deliver a return on investment, as defined by resource 

providers, risked destroying that independence by pushing organizations “towards the particular 

goals of the foundation.” “If nonprofits were indeed more like businesses and foundations were 
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more like venture capitalists,” Sievers concluded, “some nonprofits could well achieve Netscape- 

like, if not Microsoft-like, results. But then, if pigs had wings, they could fly.”38 Others advanced 

similar critiques, including the premise that business practices were superior to those of the 

nonprofit sector missed the value of their difference. “In ‘My Fair Lady’ Henry Higgins laments, 

‘Why can’t a woman be more like a man?’ And the authors of a Harvard Business Review article 

[…] complain, ‘Why can’t foundations be more like venture capitalists?’”39 

Business schools, however, continued arguments that eroded any bright line between the 

for-profit and non-profit sector. In the late 1990s, J. Gregory Dees, then a professor at the 

Stanford Graduate School of Business, promoted “social entrepreneurship,” which combined 

“the passion of a social mission with an image of business-like discipline.”40 Dees described 

social entrepreneurs as “one species in the genus entrepreneur,” who searched and exploited 

untapped opportunities to “create value.”41 What made one a social entrepreneur was not just the 

intent to do good, but “a mind-set and a kind of behavior,” one undeterred by setbacks and 

dedicated to helping others in “a process of continuous innovation, adaptation, and learning.” 
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Dees implied that these qualities—most quite general and almost certainly present in foundations 

and other nonprofit organizations—were unique to a certain breed of entrepreneur. The public 

and nonprofit sector needed social entrepreneurship because “many governmental and 

philanthropic efforts have fallen far short of our expectations,” Dees argued. “Social 

entrepreneurs are needed to develop new models for a new century.” Fond of quoting Joseph 

Schumpeter, Dees expected social entrepreneurs to facilitate the creative destruction necessary to 

catalyze “social progress.” 42 

The emerging field of social entrepreneurship shared premises with Webb, Somerville, 

and the proponents of venture philanthropy, who each argued that certain behaviors and practices 

from business could be grafted onto the nonprofit sector. More specifically, they shared a 

conviction that for-profit entrepreneurs, by virtue of their vulnerability to market forces, had 

developed “mind-sets” and organizational strategies that had a greater likelihood of leading to 

successful outcomes and to the identification of new and promising ideas. By contrast, 

foundations and the nonprofit sector more broadly developed their conventions in the absence of 

market accountability, leading to irrational decisions that wasted philanthropic dollars and 

produced inefficient services. The goal for business school philanthropoids was to teach 

foundations and operating nonprofits to adopt the accountability measures that successful 

businesspeople learned in the course of making large fortunes. Fittingly, one of the three case 

studies that Dees used in his first class on social entrepreneurship at the Stanford business school 

studied the Network for Teaching Entrepreneurship.43 The organization, created in 1987, to 
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“activate the entrepreneurial mind-set” in grade school children, taught students how to run 

businesses, deliver pitches, and make smart financial investments.44 

Dees helped create institutions that expanded opportunities for business school students 

to enter the nonprofit sector and claim a well-developed expertise. In 1999, Dees co-founded the 

Center for Social Innovation at the Stanford Graduate School of Business (“Instead of social 

entrepreneurship, we used the term, social innovation, to cast a broader net and bring in more 

people who were interested in innovative approaches to social change.”), which allowed students 

to earn a credential in “Public Management and Social Innovation.”45 The program taught 

MBAs, as Dees explained, how to achieve “social impact”—a capacious term that flowed from 

business schools into the nonprofit sector at the close of the twentieth century.46 

While business school professors championed forms of philanthropy that drew on 

prevailing management ideas and business practices, there was no guarantee that foundation 

managers would put them into practice. The heads of the two community foundations in Silicon 

Valley were familiar with Webb’s ideas, and could no doubt escape the later excitement that 

followed the articles written in the Harvard Business Review. Their decision to sponsor venture 

philanthropy and stricter standards of accountability for nonprofit clients more generally did not 

owe merely to the effective rhetoric of business professors, however; rather, they each 

confronted local and national circumstances that made the outlines of venture philanthropy an 

attractive model for accumulating assets and inducing donors to give to charity. 
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Community Foundations and Donor Power 

 
 

“The Rockefellers, Fords, and Carnegies are yesterday’s role models. It is time to find and 

celebrate the new leaders, especially the young and often idealistic dotcom moguls.” Peter 

deCourcy Hero, Executive Director, Community Foundation Silicon Valley.47 

 

While the Stanford Graduate School of Business created programs for their students to 

become entrepreneurial nonprofit managers, and business journals published articles on the 

nonprofit sector’s need to adopt techniques drawn from businesses—or, more exactly, from 

business schools—Silicon Valley’s two community foundations raced to reverse the region’s 

stingy reputation. The work of the Community Foundation of Santa Clara County (later renamed 

Community Foundation Silicon Valley) and the San Mateo Community Foundation (later 

renamed the Peninsula Community Foundation) intersected with the business schools in their 

adoption of techniques from the finance industry, as well as their rhetorical reverence to the 

entrepreneurial mind-set of donors. In addition, each engaged in a remarkable project of 

transforming a region once known for stinginess into one that housed large fortunes dedicated to 

philanthropy. Rather than the inevitable outcome of wealth accumulating in Silicon Valley, the 

philanthropy that emerged in the high-tech region owed in no small part to the work of 

philanthropoids, such as Peter deCourcy Hero, Sterling Speirn, and Emmett Carson. They 

diffused models of giving that they understood would appeal to local residents, while providing 

numerous personal services to accommodate the personal preferences of donors. 
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The philanthropoid’s creation of the “Silicon Valley Way of Giving” was a remarkable 

undertaking, but one that had ironic and unintended consequences. In the interest of encouraging 

higher levels of philanthropy, local community foundations and other philanthropic advisers 

argued that donors required greater latitude to set conditions on when and how the foundations 

used their contributions. By ceding greater degrees of control to donors, however, 

philanthropoids diminished their own ability to do more than transact the requests of donors. By 

elevating the presumed expertise of donors to understand social problems, moreover, 

philanthropoids cemented a hierarchy in which wealth providers stood at the top and operating 

nonprofit organizations remained at the bottom. Philanthropoids, meanwhile, became the 

middlemen who delivered the donor’s wealth to their designated beneficiaries, who might or 

might not be tied to the community in which the foundation was designed to serve. The 

culmination of this process not only hastened the dissolution of the United Way of Santa Clara 

County, but created one of the largest community foundations in the United States which, despite 

its great wealth, was unable or unwilling to distribute its amassed fortunes to local nonprofit 

organizations. 

This section follows the careers of three foundation executives, each of whom presided 

over a community foundation that helped cultivate philanthropy in Silicon Valley, as well as the 

philanthropic organizations that they interacted with while trying to encourage greater levels of 

giving. They were Peter deCourcy Hero, executive director of the Community Foundation of 

Santa Clara County, Sterling Speirn, who succeeded Bill Somerville as head of the Peninsula 

Community Foundation, formerly the San Mateo Community Foundation, and, finally, Emmett 

D. Carson. Carson served as the executive director of the Silicon Valley Community Foundation, 

the product of a merger between the foundations once led by Hero and Speirn. Each executive 
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dedicated himself to guiding wealth to nonprofit organizations, to helping donors understand the 

region and its needs. 

When Peter deCourcy Hero replaced Marti De Benedetti as president of the Santa Clara 

Community Foundation in 1989, he arrived persuaded that nonprofit organizations required 

professional management and skillful fundraising. Hero was a Stanford Graduate School of 

Business MBA, who worked as a marketing director for Spice Islands before earning a MA in art 

history at Williams College after tiring of “selling jars of pepper.”48 He managed museums and 

then directed the Oregon Arts Commission, a state agency that provided grants for cultural 

organizations. Between 1985 and 1989, he was the president of the Maine College of Arts, where 

his main task was fundraising. Hero’s experience with nonprofit cultural organizations, hard hit 

by economic downturns and government cutbacks, no doubt convinced him of the need for 

cultivating strong relationships with donors and of ensuring such organizations were run 

efficiently. Reflecting on his career, Hero recalled that “many arts organizations emerged from 

the decade, like the national government, saddled with debt, with reserves exhausted, and barely 

able to survive.”49 

The Santa Clara Community Foundation recruited Hero almost certainly because of his 

experience with fundraising. The board of directors decided before seeking a new executive 

director that the community foundation was growing too slowly, impeding its ability to serve 

local nonprofit organizations and inspire potential donors. On the advice of consultants from the 

National Council of Foundations, the Santa Clara Community Foundation established the general 

 
 

48 Peter Elkind, “The Man Who Sold Silicon Valley on Giving” Fortune (November 27, 

2000), 184. 
49 Peter deCourcy Hero, “The Silicon Valley Arts Fund: Financial Stabilization of 

Cultural Organizations by Joint Venture Silicon Valley” Journal of Arts Management 23 no. 3 

(Fall 1993), 199. 



261  

goal of increasing its pool of unrestricted funds—that is, funds that the foundation could freely 

distribute? as it pleased—and, more specifically, aimed to accumulate $10 million in assets.50 

Ernie Arbuckle, a foundation board member and Hero’s mentor when he was the dean of the 

Stanford Graduate School of Business, recommended his protégé for the foundation’s ambitious 

undertaking. 

When Hero assumed the position of foundation president, however, the goal of raising 

unrestricted funds proved more difficult than the board anticipated. The region’s wealthy were 

reluctant givers, unresponsive to the typical strategies of community foundations. From the start 

Hero attempted to discern the interests of local donors, with whom he wished to cultivate 

relationships in order to draw funds into the foundation. He relied in large part on the region’s 

web of wealth advisors to provide him contacts, including lawyers, estate planners, and 

accountants, who then relayed Hero’s information about the foundation to their clients. Hero’s 

narrow focus on connecting with potential donors reflected, as he described in an interview for a 

Stanford Graduate School of Business case study, his conclusion that the foundation serves “the 

community only if we serve the donor well” and that “we will not aggregate tomorrow’s billions 

of unrestricted dollars if we do not engage, inform, educate, and energize our donors today.”51 

In the interest of cultivating donors to build an unrestricted fund, Hero and the 

community foundation pursued multiple strategies, most of which failed. Hero not only 

consulted with potential givers and their advisors, but also consulted with the Stanford Graduate 

School of Business about using students to understand and serve the needs of resource providers. 

In 1992, the Ford Foundation provided the Santa Clara Community Foundation a $500,000 
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challenge grant to assist children. As a challenge grant, the Santa Clara Community Foundation 

needed to meet the Ford Foundation’s condition that it raise a certain sum in unrestricted funds 

for children. But Hero struggled to accomplish this task, prompting a realization that would 

guide how he approached the wealthy of Silicon Valley: they did not want to give to an 

organization that distributed their funds for them; rather, they wanted control over where and 

how they allocated their philanthropic wealth. 

Early in his career as a foundation president, Hero developed the thesis that Silicon 

Valley’s potential donor class was distinctive, more desirous of donor control and less compelled 

by traditional vehicles and targets of giving. Community foundations elsewhere had created 

unrestricted funds with the bequests of deceased donors, who dedicated their wealth to the 

foundation with the expectation that the foundation’s distribution board would allocate it to the 

benefit of the region—as Beryl Buck had done. Silicon Valley donors were, however, relatively 

young, and therefore less likely to pass on gifts which the community foundation could claim 

exclusive control. “The donors’ role was to give away their money to a community foundation— 

and then, preferably, die,” Hero concluded. “My problem was that we didn’t have any dead 

donors.”52 

Hero’s solution, as he developed it in the early 1990s, was to rededicate the foundation to 

understanding the preferences of donors, creating services and philanthropic models to 

accommodate the needs of givers—to create a culture of giving reflective of the region’s norms. 

In his subsequent public statements about how to adapt to Silicon Valley donors, Hero made 

similar arguments that Webb and Eson earlier advanced. As he explained at in 1992 at 

CHARItech, a “trade show for philanthropists” sponsored by Applied Materials, a semiconductor 
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manufacturer, “The common perception is that Silicon Valley is a stingy place [but] I find that’s 

not the case.” At the event, attended by nearly 500 people in the for-profit and non-profit sectors, 

he elaborated: Donors in the region “view their charitable giving as an investment. Rather than 

hearing the emotional appeal of the homeless or whatever, they want to be assured about the 

effect of the gift. They think in terms of return on investment.”53 

Hero shared the presumption, along with Webb, Eson, and Somerville, that nonprofit 

organizations needed to demonstrate their accountability in terms that donors would appreciate, 

and that it was the work of intermediaries to ensure that donors could see the measurable 

outcomes of their contributions. But beyond rhetorical pronouncements about the need for 

accountability, Hero began to offer services to facilitate the surrender of wealth to the 

Community Foundation of Santa Clara County that expanded donor control. By 1993, the 

foundation made the cultivation of donor-advised funds, a type of philanthropic account, rather 

than appeals to contribute to an unrestricted fund, its primary strategy for accumulating wealth.54 

By charging account holders on the funds managed in donor-advised accounts, the community 

foundation could increase its endowment, and therefore its unrestricted funds. But the donor- 

advised fund proved to be a double-edged sword, helping to increase the amount of assets held 

by the community foundation, while eroding both the distributional power and expertise of the 

foundation’s managers. 

While the Community Foundation of Santa Clara County and the Peninsula Community 

Foundation each became enthusiastic sponsors of donor-advised funds in the 1990s, the account 
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type originates largely in the Tax Reform Act of 1969. The donor-advised fund originated in 

what the historian Lila Corwin Berman describes as the “private charity lacunae” of the statute. 

In the proceedings of the Tax Reform Act of 1969, Congress wished to curb the abuses of tax 

exempt foundations and ensure they fulfilled the charitable purpose for which the public allowed 

them to exist. In the process, lawmakers drew a hazy distinction between public charities and 

private foundations. They exempted public charities from new regulations, while mandating that 

the private foundations obey reporting, pay-out, and tax requirements meant to ensure they acted 

in the public’s interest. 55 

While not well-defined, Congress deemed organizations public charities based on the 

presumption that they were not privately owned and had some built-in accountability to the 

public. The community foundation, they concluded, was a public charity: it managed multiple 

accounts contributed by small and large donors, which a committee of community 

representatives oversaw for the benefit of the region served by the foundation. Private 

foundations, by contrast, were often the creation of a single donor or their family, and had few 

organizational features that ensured they would fulfill the public interest without close 

regulation.56 But while Congress tried to parse public and private forms of organized 

philanthropy, it never classified what types of capital public charities such as community 

foundations could hold without endangering their exemptions from taxes and reporting of 

expenses and distribution—and it is in this ambiguity that the donor-advised fund grew. 
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Enterprising philanthropoids, in particular the Cleveland based tax attorney Norman 

Sugarman, saw in the 1969 reforms’ lack of clarity an opportunity to create what were essentially 

private foundations within public charities. A former Internal Revenue Service staff attorney 

with contacts in the Treasury Department, Sugarman joined others in lobbying for the most 

expansive definition of what constituted a public charity. They argued that Congress would be 

better served by making public charities the more attractive alternative to private foundations, 

which a precise and narrow definition of public charity would inhibit. Congress agreed, and 

allowed philanthropic leaders and their lobbyists to create accounts within public charities that, 

while functionally similar to private foundations, enjoyed the privileges of a community 

foundation. Freed of government regulation and the obligation to meet pay-out requirements and 

excise-taxes on certain investments. 57 

Earlier community foundations had the rudiments of what might be construed as donor- 

advised funds, but foundations had not formalized them as a particular type of account and still 

insisted on the advisory authority of their staff.58 In 1956, for example, the Community Trust of 

Santa Clara County—which later became the Community Foundation of Santa Clara County-- 

advertised a “living trust” that “in effect [is] a private foundation with little expense and no red 

tape.” Explaining how a living trust worked, the Community Trust detailed the process by which 

a fictional donor created such an account. “He turned over to the Trust one hundred shares of 

common stock which were sold for $3950.00” and “he took credit for a charitable contribution in 

this amount on his tax return and ignored entirely the considerable profit which had accured [sic] 

on the stock.” Like the creator of a donor-advised fund, the fictional donor claimed the charitable 
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deduction and avoided capital gains taxes without having actually contributing the funds to 

charity. “He did not distribute the entire fund and will add to the fund [i.e. the living trust] each 

year as he sees fit.” Despite the living trust’s considerable benefits to donors, however, the 

Community Trust still insisted on the “approval of the Distribution Committee” and required 

donors create a list of beneficiaries they intended to fund. 59 The early San Francisco Foundation 

likewise provided donors accounts that were “in effect a separate foundation itself,” but qualified 

that the foundation retained “joint management” and provided “the wisdom of a respected 

governing board” when it came to identifying beneficiaries.60 

On paper, the growth of donor-advised funds appeared a boon to foundations. They could 

collect administrative fees from each account they held, which they could fold back into an 

unrestricted fund. While donors could claim charitable deductions, and could recommend where 

funds be distributed, it was, according to the law, foundations that had the power to issue final 

approval on any distributional decision. 

In practice, however, the donor-advised fund ate away at the power of foundation 

managers to control the allocation of philanthropic wealth. Richard Greene, a specialist in tax 

law who sat on the board of the San Francisco based Koret Foundation, identified how donor 

advised funds bound foundation managers to the dictates of donors. In the 1970s, Greene sought 

a ruling with the Internal Revenue Service that would allow the Koret foundation to set aside 

$100 million in debt-financed property as an irrevocable fund, only to be used to make charitable 

contributions when the foundation borrowed additional money. The Internal Revenue Service, 
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however, informed Greene that he could not hold money in a trust without meeting annual 

payout requirements. “So I said,” Greene remembered, “We’ll amend our request. We will give 

it away, and we’ll give it to something called a donor-advised fund. By that I mean you give it to 

a public charity, the money.” In effect, the Koret Foundation placed its funds within a public 

charity, but retained “the right to make requests to the that charity to give the money whenever 

the Koret Foundation wants it to go.” He added, “The charity that administers the donor-advised 

fund doesn’t have to honor that request, but as a practical matter, if they don’t honor that request, 

they’re out of business. Nobody will ever give them money again, because people will know you 

can’t trust them to do what you want. It’s part of the Internal Revenue Code.”61 

While Greene was technically right, donor-advised funds functioned so much like 

private foundations that their use and continued proliferation risked destroying whatever 

distinction existed between public charities and private foundations. The donor-advised fund not 

only compelled community foundation managers to allow donors to decide where to give, 

despite the manager’s purported claim to know the region the foundation served, it also eroded, 

as Greene understood, the ability of foundation managers to control the timing of philanthropy— 

that is, managers had little functional power over when donors gave away their donated wealth. 

Without any payout requirement, community foundations lacked the leverage to compel resource 

providers with donor-advised funds to give at any particular time. Managers instead offered 

“nudges” and “reminders,” even if they knew particular charities required funds sooner rather 

than later. As the professor of law Ray D. Madoff argues, the tax code affected the “temporal 

context of philanthropy,” rewarding donors at the point they deposited wealth in a donor-advised 

 
 

61 Richard Greene, Distinguished Tax Attorney, Estate Planner, and Leader in the Arts, 

Philanthropic and University Communities interview by Lisa Rubens, Regional Oral History 

Office, Bancroft Library, University of California, Berkeley (2012), 508-509. 



268  

fund, “without providing any assurances or incentives that the resources will be put to use 

serving charitable ends.”62 

Even though donors legally surrendered their right to the wealth they deposited in a 

donor-advised fund, foundation managers faced multiple constraints that compelled them to cede 

to donors control over distribution. One, as we have seen, was the need to collect fees from a 

larger number of funds, and the fear that acting contrary to donors’ wishes would alienate future 

clients from creating accounts at the foundation. The other was the competition between 

community foundations in the Bay Area, each of which could offer donor-advised accounts and 

services catered to the individual needs of resource providers. While Community Foundation 

Silicon Valley and the Peninsula Community Foundation served a different county, moreover, 

they also increasingly overlapped in where they collected funds and funded organizations as the 

borders of Silicon Valley dissolved meaningful distinctions between San Mateo and Santa Clara 

County. “The borders are stronger in people’s minds than they are in reality,” explained a board 

member of the Peninsula Community Foundation.63 

As Hero focused on cultivating living donors and donor-advised funds, Sterling Speirn 

replaced Bill Somerville as the head of the Peninsula Community Foundation. Speirn was 

younger than Peter Hero and his career originated not in the private sector but in organized 

philanthropy. Somerville inspired Speirn to enter a career in philanthropy while Speirn was 

earning an MBA at UC Berkeley in the mid-1980s. After hearing Somerville speak at a career 
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night, Speirn recalled that “I [believed] that I had finally found the dream career.” He interned 

with the Peninsula Community Foundation in 1985, his second year of business school, before 

working as the manager of Apple Computer’s national program for awarding grants. Somerville 

stepped down from the Peninsula Community Foundation just as Apple terminated its charitable 

program in 1990, which allowed Speirn to replace Somerville as executive director. Speirn 

shared his predecessors commitment to venture philanthropy—”a term coined by our first 

executive” and now “used widely,” he noted in 1990—by which he described as “enabling 

people to take risks with new ideas, to experiment with new approaches, to pursue positive 

visions of social change.” He also shared Somerville’s penchant for leaving the office to gain 

“insights from the street,” echoing an older generation when he explained that his approach to 

identifying good ideas “is typically spontaneous.” “Any interaction, interview or site visit could 

become a ‘grantable’ moment.”64 At the same time, like Somerville, Speirn also recognized the 

need for “systems philanthropy”—made more necessary by “hard times”—that enlisted careful, 

long-term planning to solve problems embedded in “complex systems.”65 

Peninsula and Community Foundation Silicon Valley expressed different strategies to 

serving their residents and accumulating funds, but each intersected in a growing reliance on 

donor-advised funds. Reflecting on the differences between the region’s two community 

foundations, Hero recalled that “[Peninsula] had a big chunk of unrestricted money which came 

from people dying and leaving it to them. We had no dead donors, only these young, vigorous 

donors. We had very little unrestricted money because all our donors were alive and we had 

hundreds of them… That really affected our culture, because [donors] had high expectations 
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about service.” “At CFSV,” Hero added, “there was a sense of being entrepreneurial and donor 

centric.”66 Speirn instead based the appeal of Peninsula on its understanding of local needs, 

rather than accumulating a large pool of advised assets by appealing to donor’s pre-defined 

wishes. As a Peninsula staff person boasted, “PCF was in the unique position of knowing more 

about all the local nonprofits and all the needs of the community than any other organization. 

That is one of the benefits for donors who give money to us.”67 Still Peninsula could not ignore 

the popularity of donor-advised funds, which increasingly composed a larger sum of the 

foundation’s accounts in the 1990s. Between 1996 and 2001 Peninsula’s assets grew from $150 

million to almost half a billion dollars, an increase “fueled by the… adoption of donor-advised 

funds.” By the early 2000s, much of Peninsula’s operating budget derived from fees it charged 

on assets held in donor-advised accounts.68 

The decision of Peninsula and Community Foundation Silicon Valley to focus on the 

cultivation of donor-advised accounts, moreover, was a response to competition from for-profit 

financial institutions that also provided donor-advised accounts. In 1991, Fidelity Investments, a 

mutual-fund corporation based in Boston, Massachusetts, created the first commercial donor 

fund, the Fidelity Charitable Gift Fund. Fidelity advertised the service as an alternative to private 

foundations. Giving USA, however, described the services of the commercial gift fund as akin to 

a community foundation--without any of the advising or local knowledge offered by community 

foundation staff.69 As far as Fidelity or any number of commercial institutions were concerned, 
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donor-advised funds were, like mutual funds, another account that they could manage and 

generate revenue from by charging administrative and investment fees. 

Commercial donor-advised funds also posed a threat to the expertise of foundation 

managers, providing lower fees than community foundations while engaging in little of the donor 

education that foundations prided themselves upon. The fees that community foundations 

charged for administering donor-advised funds included the cost of educating resource providers 

about where and how to give away their donated wealth. Fidelity, however, did not make any 

serious effort at advising donors, which allowed it to keep administrative fees low, and to 

continue to accumulate donor-advised funds. In 1998, The Wall Street Journal reported that 

“charities believe Fidelity gets an unfair edge because it gives clients so much say over the 

gifts.” Peter Hero described the Fidelity Charitable Gift Fund as "basically a commercial 

endeavor, providing a check-writing and record-keeping service for its donors.”70 Later Sterling 

Speirn made similar claims, arguing that Fidelity and other financial service providers were 

“limited to the money management and the transactions,” and were not “community-oriented.” 

In 2003, however, a Foundation Strategy Group survey reached the conclusion that donors 

preferred not to pay for the advisory services foundations claimed distinguished them from less 

“community-minded” for-profit alternatives. “Only a small segment of donors consider 

philanthropic advice important enough to pay for it,” the survey concluded.71 “For donors, the 

funds [held by for-profit financial service providers] are convenient and hassle-free,” echoed The 
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San Jose Mercury News in 2003, “no one second-guesses their philanthropy choices.”72 The 

promotion of donor advised funds may have facilitated growth in foundation assets, but it also 

diminished the usefulness of whatever expertise foundation managers claimed to offer their 

clients. 

Donor-advised funds threatened to diminish the usefulness of philanthropic managers, 

privileging instead the donor’s unilateral power to determine funding priorities and set timelines 

for giving. But community foundations were not alone in sacrificing their particular expertise in 

order to accommodate greater levels of donor control. In 1993, the same year in which the 

Community Foundation of Santa Clara County committed itself to using donor-advised funds as 

its primary means of fundraising, the United Way of Santa Clara County planned to deepen its 

commitment to donors as well. Historically, the United Way functioned by collecting 

contributions from workplace charity drives, which it then administered to member agencies, 

which were principally health and human service organizations. The United Way could accept 

contributions designated for non-member agencies, but preferred not to, because allowing donors 

to choose where funds were allocated took additional time and energy away from the United 

Way’s principal focus. Yet the United Way of Santa Clara County announced in its 1993-1998 

plan that its “poorly promoted donor choice” was a “weakness.” In its strategy to become the 

“center of our community’s social investment network,” the United Way announced that it would 

cease being “impersonal” towards donors and become “very personal,” that it would become 
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“much more customer focused.”73 The San Jose Mercury noted in 1994 that the United Way 

“redesigned their own campaigns to offer donors more choices.”74 

The United Way pivoted towards donor choice in response to competition from 

organizations called alternative funds or alternative federations, which were more permissive of 

donor choice. Alternative funds did not participate in the United Way’s single workplace 

fundraising campaign, but persuaded government and private employers to let them sign up 

donors for payroll deductions. Alternative funds were multiple and diverse, serving constituents 

and causes that were not well represented by the United Way’s focus on health and human 

services. While the United Way supported homeless shelters, local YMCAs, and foodbanks, 

alternative funds allowed employees to support, for example, organizations that primarily 

addressed environmental issues or other groups not well served by the United Way’s member 

agencies. Rather than pledge part of their paycheck to the United Way an engineer working in 

Silicon Valley could send part of their check to the Black United Fund, for example. The scholar 

Emily Barman concludes that alternative funds flourished in San Francisco more than elsewhere 

because business leaders--at least as far back as the 1960s—privileged “the desires and demands 

of donors over the needs of the community as articulated by social service professionals.”75 

Interviews with former staff of the United Way of Santa Clara County, however, suggest 

that competition with alternative funds may have occurred later in the heart of Silicon Valley 

than in San Francisco. “There’s a growing inclination among donors to want to say exactly 
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where their money goes, rather than letting some community board decide what agencies get 

funded,” the San Jose Mercury reported in 1995. “They may even want their donations to go to 

the symphony or the Sierra Club instead of to the human services that come under the United 

Way umbrella.”76 

Other problems confronting the United Way of Santa Clara County were tied to shifts in 

government policies. In the early 1990s following the Gulf War, federal cutbacks affected 

defense contractors and other high-tech companies , and they responded with layoffs.77 “The 

economy’s terrible,” John Russell, chairman of the board’s finance and administration 

committee, explained in 1993. “People are getting laid off. If somebody makes a pledge in good 

faith and then they lose their job in March,” he said, “obviously that (pledge) is not going to be 

collected.”78 In the midst of the economic downturn, when need for human services grew, the 

United Way confronted falling contributions. While it raised $26.5 million in 1991, it collected 

$21.5 million in 1993. That year the United Way made the “unusual step of cutting payments to 

all of its local charities in the middle of their budget year.” “It’s really pretty devastating,” 

observed Mary Ellen Heising, director of a local food bank. Making the situation worse, 

moreover, County Supervisors cut in half county contributions to non-profit service groups in 

1994, while eliminating those contributions altogether in 1995.79 Richard Wittenberg, the 

County Executive, told the United Way in 1994 that “we’re down to skin and bones. We’re down 
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to human services for the poor.” He warned, moreover, that cuts would be “much larger” if 

Republican proposals, such as those in the Contract for America, were implemented.80 

In 1995, the San Jose Mercury News convened a symposium for “community leaders” to 

discuss the challenges confronting the United Way. Peter Hero was one of the attendees, and the 

United Way crisis likely cemented his understanding that donors needed to have greater degrees 

of control and personal attention in order to persuade them to give their wealth to philanthropic 

organizations. Hero argued that the United Way needed to spend more time educating donors 

and understanding their desires. “Some donors think the money goes into some faceless sort of 

pot and gets distributed by faceless people, and they would prefer that their donation go to some 

particular agency, which may or may not reflect the needs the United Way has identified.” Hero 

added that “the challenge for the United Way is educating the donor, to begin to build a 

community of giving.”81 But in granting greater donor control, the United Way risked directing 

dedicated resources to non-member agencies at the expense of its principal focus: health and 

human services. It risked, in other words, enabling what nonprofits had long criticized tech 

people for, namely, their lack of interest in “unappealing” but critical causes, such as providing 

shelter and food for the homeless. 

At the same meeting others suggested a closer partnership with business. In part, such a 

suggestion was reasonable, as the United Way garnered its contributions via the workplace of 

local companies. But the renewed emphasis on collaborating with CEOs and middle managers 

also reflected the fact that government cutbacks made the state a much less likely ally. Michael 
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E. Fox, Sr., a beer distributor and the United Way’s general campaign chair, said that he had a 

“real difficult time with ever bringing government too close to United Way.” At the same time 

he noted that businesspeople were not inclined to substitute funds lost by government cutbacks. 

“Mr. Business Executive,” says “it’s good [the government] cut them out” and would not be 

likely to replace the lost funds. Public retrenchment, Fox found, justified private stinginess. Fox 

and others, however, encouraged a renewed commitment to working with “corporate people.” 

The United Way also appealed to local businesspeople by reframing its donations as investments, 

a practice that started sometime in the year to mid-1990s.82 Hero also argued for a more hard- 

nosed reframing of giving as investing. “The appeal of the United Way needs to be more on the 

investment side, how this will make a difference in how people live here and what happens to the 

business climate. The appeal, ‘Help your fellow human beings because you have more than they 

do,’ I'm not sure is as persuasive here.”83 

Despite their best efforts, however, the United Way of Santa Clara County’s funds 

vanished by 1999. Much of the blame fell on Eleanor Jacobs, the president and chief executive 

officer, who the board fired that year. The board accused her of misleading them, of engaging in 

financial mismanagement that left the once solvent organization in dire straits. Since she joined 

the United Way in 1994, they alleged, Jacobs kept staff and allocations to member charities at 

the same level even though overall donations to the United Way had dropped and “earmarked 

donations to specific charities [had grown].” Under her leadership, the United Way promised $25 

million in grants despite raising $20 million, spent all its cash reserves, and used up its $1 

million line of credit. In a last ditch effort to stem losses, Jacobs offered financial bonuses to 
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employees who agreed to resign. Without informing the board, Jacobs offered nearly $1,000,000 

in severance to 30 laid-off employees--a debt the United Way had to pay after the board fired 

her.84 Betty Beene, president of the United Way of America, offered the most charitable 

interpretation of Jacob’s mismanagement: “The mistakes here, while tragic,” she explained, 

“were made out of good intentions. She truly believed in the agencies, but the focus on them 

served to limit her perspective of the wider financial realities.”85 

While Jacobs took much of the blame for the United Way’s financial failures, others-- 

including Jacobs--accused Silicon Valley of causing the crash. “I don't know that there is a grasp 

on the part of residents that there are people who need basic social services--shelters for battered 

wives, mental health services,” Jacobs argued in 1999. She had spoken to many company 

officials who believed the United Way and its member agencies served no purpose for their 

employees.86 "Silicon Valley philanthropists don't give to problems, it's been said, but to 

solutions,” reported Worth magazine. “That's trouble, because the United Way addresses the 

problems that defy easy solutions, like homelessness, alcoholism, drug addiction. The awesome 

difficulty of its task makes the enterprise seem uncool, almost depressing."87 

While a narrow focus on appealing to the rich may have put the United Way in peril, it 

was ultimately affluent businesspeople who saved it. Michael E. Fox Sr. volunteered to lead the 

United Way, while a sixteen member team, led by Community Foundation Silicon Valley’s Peter 
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Hero, garnered donations.88 Steven Kirsh, founder of InfoSeek, pledged $1 million and 

“announced that he had asked a Who's Who of Silicon Valley billionaires and wealthy 

executives to match his gift.”89 Outside of support from eBay, the response was underwhelming. 

“No one has forgotten that when eBay and Infoseek CEO Steve Kirsch had the decency to step 

up to the plate early on with pledges of $1 million,” reflected the Mercury, “they couldn't even 

manage to get return e-mail from most of the other tech czars Kirsch approached for 

donations.”90 After six days of fundraising, it was Bill Gates, head of Microsoft, who contributed 

the largest sum of $5,000,000--about 35% of the total Silicon Valley raised in a single 

donation.91 In about a week, the United Way had been saved. In 2000, the board renamed the 

organization the United Way of Silicon Valley. 

But whatever the cause or remedy, the image of the United Way drying up amid a 

“torrential shower of new wealth created by the computer industry” inspired widespread 

criticism of the region’s donors, especially those in high-tech.92 In light of the United Way crisis, 

some bemoaned the stinginess of Silicon Valley’s younger generation, describing them 

unfavorably to Hewlett and Packard.93 Others felt pity for the United Way’s difficulty attracting 

contributions and Jacob’s efforts to appeal to $10,000 plus donors with lavish parties. People “in 
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the Valley were patting themselves on the back” for the bailout, commented David Ignatius, “But 

to me, this tale illustrates an unattractive truth about our new culture of affluence. Just doing 

good isn't enough any more. Helping the less fortunate, out of a sense of obligation and for the 

pleasure of doing good, doesn't cut it.” He concluded that “if today’s newly rich are going to give 

away money, they damn well want to get a good party out of it.”94 Still others were unimpressed 

by Silicon Valley’s bailout, noting that the most generous giver--Bill Gates--was not even from 

the region. “Instead of a community united to help itself,” San Jose Mercury News reported, 

“cubicle dwellers could decide to let Bill do it.”95 According to a volunteer manager for food 

banks in San Mateo and Santa Clara County, moreover, the United Way crisis left nonprofits in 

the Southbay both shaken and wary of local philanthropists.96 

Peter deCourcy Hero, who helped oversee the United Way’s bailout, came away from the 

crisis with a different understanding of the region’s nouveau riche. Critics, he said, failed to 

appreciate the distinctive characteristics of affluent people in Silicon Valley, which made them 

less receptive to traditional modes of giving—but not, necessarily, opposed to giving altogether. 

Where others chastised Silicon Valley’s wealthy for failing to measure up to their predecessors, 

he argued that “Olympian icons” such as Bill Hewlett and David Packard had little relevance to 

potential donors. “While everyone loved and respected both men, most people did not identify 

with them because the scale of their wealth and the enormity of their generosity was beyond 

people’s capacity.”97 Hero argued that the younger generation “fail to give because they lack the 
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time and, in many cases, want a clear measurement of how effectively their donated dollars are 

being used.”98 

During and after the United Way’s crisis, Hero became a critical part of what the San 

Jose Mercury News described as the “PR machine” for philanthropy in Silicon Valley. As early 

as 1994, Hero believed that, if the foundation could accomplish largescale social change if it 

encouraged giving. But such an undertaking required novel techniques reflective of the norms of 

the tech elite. “The individual wealth in the South Bay region is vast and it is, I believe, … in 

fact enough to make significant dents in even our most deeply embedded problems,” Hero wrote 

to John W. Gardner. “Our challenge is to mobilize these enormous resources of the technological 

revolution in a new and creative manner. The noblesse oblige-based tactics of our last, industrial 

revolution will not suffice.” 99 In 1996, the Community Foundation of Santa Clara County 

renamed itself Community Foundation Silicon Valley, which, much to his rival’s dismay, helped 

solidify Hero and his foundation’s reputation as the representative of the high-tech region. “That 

damn name,” Sterling Speirn of the Peninsula Community Foundation groaned, recalling how 

frequently Hero and the Community Foundation Silicon Valley appeared in local press, largely 

in laudatory terms, as the region’s philanthropic stewards.100 

In addition to garnering press with symbolic changes, Hero also distributed information 

to donors about the material benefits the foundation afforded Silicon Valley donors. He asked the 
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board of directors to “pass the news on to prospective donors. that they could claim larger tax 

benefits by donating appreciated stock to community foundations rather than private 

foundations,101 Local periodicals also promoted the foundation’s ability to reward donors whose 

wealth consisted in large part in shares. In 1997, for example, The San Jose Mercury News 

headlined an article, “Tech stocks make good charitable gifts.” “Someone donates stock” to the 

Community Foundation Silicon Valley, ” the piece explained, “which sells it and buys financial 

assets that generate interest and other income to spend on worthy causes. The donor gets a 

deduction at the market price of the shares, not the price he or she paid for the stock; the latter 

price, especially for today’s techno-rich, is usually peanuts.” Other articles reported that the 

foundation accepted stocks of start-ups before their initial public offering, which allowed the 

donor to evade capital gains taxes on any appreciation of the assets and potentially expand the 

foundation’s assets in the event of a successful public offering.102 Peter Hero “has developed a 

style of giving that is the same as investing the stock market,” concluded The Standard.103 

Hero also found ready spokespeople within the tech industry to champion the benefits of 

philanthropy. Steve Kirsh, who accumulated his initial fortune by creating the optical mouse, 

consciously promoted his philanthropy as a way to entice others to do the same. “What causes 

many affluent people to give is that they see other, high-profile donors giving,” he told Opulence 
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Magazine.104 “Steve exemplifies the best of the new philanthropic attitude,” chimed in Peter 

Hero whose foundation managed Kirsch’s donor-advised fund. “He’s smart, he’s willing to take 

risks, and he’s having lots of fun.”105 In 1999, Kirsch established the first staffed “supporting 

foundation,” an innovation of the Community Foundation Silicon Valley. The supporting 

foundation was a separate legal entity from the community foundation, but it drew on the 

foundation’s expertise to aid donors. The supporting foundation allowed donors to hire staff 

members from Community Foundation Silicon Valley who were trained in the donor’s particular 

area of interest, and which a separate board of directors governed. Jeff Skoll, co-founder of eBay 

and another spokesperson for philanthropy, also turned to the foundation’s “new breed of 

professional helpers” to create a supporting foundation later that year.106 

Hero’s study of wealthy people, and his correspondence with their advisors, led him to 

champion venture philanthropy as the model by which Silicon Valley’s donors could be 

understood and rallied to give away their wealth. He was not alone in this recognition, which was 

widely shared among a growing number of philanthropoids in the wake of the United Way’s 

bailout. “After May’s financial crisis at the United Way of Santa Clara County, community 

leaders say the future of philanthropy in Silicon Valley will be drawn from the traditions of 

venture capital. In so-called venture philanthropy,” The San Jose Mercury News explained, 

“wealthy donors seek out agencies with good management and measurable outcomes.”107 Peter 

Hero, drawing on research produced by the Community Foundation Silicon Valley in 1998, 
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reached similar conclusions. In an essay entitled “Giving back the Silicon Valley way: Emerging 

patterns of a new philanthropy,” Hero wrote that “a new and increasingly complex pattern of 

charitable involvement has emerged among newly wealthy, technology-based, high-net worth 

individuals.” He continued, “The characteristics of the new donor emerging in Silicon Valley 

underlie the values of what has come to be called venture philanthropy.” Hero attributed the 

term’s origin to Bill Somerville and described its practices as “startling” to “traditional donors.” 

Silicon Valley’s venture philanthropists, he explained, wanted to solve root problems, remain 

hands-on and involved with nonprofit organizations over a longer period of time, created 

“performance measures,” and they “invest rather than contribute.” “After working so hard to 

make their money, most aren’t interested in just doling it out to traditional charities and calling it 

a day,” explained Peter Hero. “They want to see that their money makes a difference.” 108 

As much as Hero helped promote venture philanthropy, he was ambivalent about the 

model he helped create. He worried, as he told Bruce Sievers, perhaps the most well-known 

critic of venture philanthropy, that too many community foundations “drank the Kool-Aid [of 

venture philanthropy].”109 In an interview, moreover, he predicted that venture philanthropy was 

a fad—one that donors would grow out of as they established families and matured. 

In 2006, the Community Foundation Silicon Valley and the Peninsula Community 

Foundation merged to become the Silicon Valley Community Foundation. Combining the 

Community Foundation Silicon Valley’s $919 million and the Peninsula Community 

Foundation’s $612 million, the merger produced the largest community foundation in the United 

States. The decision to bring together the two foundations owed in part to the fact that both 
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increasingly served the same areas, testament to how porous boundaries had become between 

their respective counties with the spread of high-tech enterprises. Both, moreover, not only 

competed with each other, but “were trying to compete with commercial charitable funds like 

(those available through) Fidelity or Vanguard,” explained a Silicon Valley Community 

Foundation donor advisor.110 Neither Peter Hero nor Sterling Speirn, however, would agree to 

the merger, and the process went ahead only after Hero planned to retire and Speirn took a 

position at the W.K. Kellog Foundation. An interview subject involved in the merger, moreover, 

claimed that Hero was largely removed from the process that created the new foundation, much 

to Hero’s frustration.111 For his part, Speirn regretted what the Silicon Valley Community 

Foundation became under its charismatic new leader, Emmett Carson. 

 
 

The Death Star of Silicon Valley 

 

 

The career of Emmett Carson demonstrated just how constrained foundation managers 

had become in relation to donors, an outcome determined both by decades of shifting 

philanthropy to favor the wishes of donors and political and economic changes that concentrated 

wealth in fewer hands. 

Before becoming the head of the Silicon Valley Community Foundation, Carson, one of a 

small number of black foundation executives, was the president of the Minneapolis Foundation 

and a program officer at the Ford Foundation. Carson grew up in “in the middle of hell” on the 

South Side of Chicago until a shooting outside his home led his family to relocate to Chatham 
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Village. The difference in wealth and safety he observed between the two neighborhoods 

inspired Carson’s dedication to “make society work for everyone.”112 At the Minneapolis 

Foundation, Carson proposed using foundation funds to address social justice, by which he 

meant “the provision of basic human services and social justice advocacy efforts to promote 

human equality.”113 

Carson was also critical of community foundations and their unwillingness to challenge 

donors in the pursuit of equality. He perceived that community foundations, in competition with 

commercial financial service providers, “no longer see developing an unrestricted endowment 

for their community as their primary mission but rather are focused on serving the charitable 

interests of individual donors and their families.”114 Carson concluded that “without unrestricted 

assets, the community foundation’s representative board has no way to exercise its collective 

values and priorities on behalf of its community; independent of the values of individual 

donors.” He warned that, taken to the extreme, community foundations could become little more 

than “local charitable banks—only interested in transacting the charitable interests of donors.” If 

that became the case, Carson concluded, “the commercial funds of financial institutions will 
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always be more cost effective due to greater economics of scale,” and should replace community 

foundations altogether.115 

Carson perceived the dynamics that eroded the community foundation’s capacity to do 

anything beyond realize “the largely pre-existing charitable interests of donors,” but he did not 

advise significant institutional change. Donor-advised funds were not the problem, he argued, 

and “commercial funds provide a valuable service to their customers and to the larger 

community.” The real threat to community foundations, Carson believed, occurred when they 

forgot their “distinctive competence in building civil society in defined geographical 

communities” and instead became “charitable banks focused on the primary goal of building 

assets.” Carson advised introspection, asking community foundations to consider whether they 

were performing their function as “social change agents,” and recommended the vigilance to 

resist becoming little more than a more costly commercial financial service provider. 

In a 2004 symposium in Berlin, Carson reiterated that “social justice grantmaking” was 

only likely when community foundations “primarily [rely] on the accumulation of unrestricted 

assets directed for the common good rather than individual donor interest”—but, even with 

unrestricted endowments, Carson admitted there were multiple obstacles to enlisting foundations 

in the work of social change. Community foundations were scared of government regulation, 

burdened by the sense that they “owe allegiance to the social systems that created them,” and 

wary of stirring negative opinion for fear that they would alienate potential donors and thereby 

face a shrinking endowment. He warned that giving in to such fears would only exacerbate 

existing social injustices and likely bring harsher repercussions for foundations.116 
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When Carson became the head of the Silicon Valley Community Foundation, the board 

reported that “some [in Silicon Valley] were taken aback by [Carson’s] strong advocacy for 

social justice.” For example, donors reacted with alarm when Carson joined a march in 2007 

against youth violence in East Palo Alto, which the foundation sponsored with $10,000.117 

Despite the relatively inoffensive goals of the march—to call attention to the large number of 

youth deaths in the historically poor neighborhood--the donors exclaimed that “’we’re not 

getting involved in these kinds activist movements.’” Only one corporate donor and a small 

number of donor-advised funds left the foundation. Nevertheless, donors demonstrated their 

scorn for foundation managers who used their position to pursue agendas that departed from 

those of donors. 

However much Carson once recognized the value of challenging donor power, he 

oversaw the creation of a foundation which, composed largely of donor-advised funds, offered 

no rebuke to donor control. Carson ceased using the language of social justice altogether. 

Silicon Valley donors, he learned, did not wish to be implicated in an economic system in which 

their wealth could be construed as an injustice. Carson instead used the less confrontational term 

of “fairness.”118 “As anyone in sales knows, you have to use the language of your customers,” 

Carson said.119 Carson also encouraged donors to give where they pleased, despite community 

foundations’ historical commitment to serving a local area. More than half of the foundation’s 
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giving went to places outside the nine counties of the San Francisco Bay Area.120 “Silicon Valley 

Community Foundation will meet donor partners where they are and support their personal 

definitions of building community—locally, nationally, and around the globe,” he wrote in 

2013.121 Carson adhered to a sense of community defined by “professional and personal 

interest,” not “necessarily… a defined geography.” “What about the poor kids in East San 

Jose?” Sterling Speirn countered, “Wouldn’t you like to think that their lives are markedly 

different because they live in the same place as the Silicon Valley titans?”122 Carson, however, 

made a virtue of his unwillingness to intercede in the wishes of donors. “Did this grant fulfill 

your goals as a donor? Did it do good in the community? Does it make you want to do more in 

the community? That’s what I am trying to facilitate and grow—not did I get you to do the things 

I wanted to do.”123 

The Silicon Valley Community Foundation ballooned under Carson’s leadership—from 

less than $2 billion in 2007 to $13.5 billion in 2017—but local nonprofit organizations saw little 

to praise in the foundation’s growth. Echoing criticisms waged against Silicon Valley in the 

1980s, nonprofits contended that the foundation gave too little back to the region and to the poor 

specifically. Writing for The Atlantic in 2018, Alana Samuels collected blistering testimony of 

both the foundation’s lack of local engagement and its warehousing of philanthropic wealth. 

Nonprofit organizations referred to the foundation as the “Black Hole” and the “Death Star,” a 

pit that “sucks up Silicon Valley’s money.” An anonymous nonprofit head reported that “most of 
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us in the local area have seen our support from the foundation go down and not up.” Samuels 

also learned that Rob Reich, the co-director of the Stanford Center on Philanthropy and Civil 

Society, provided the minimum amount to open a donor advised account ($5,000), only to learn 

that the value of his account declined after one-year without evidence that the foundation used 

the money for charitable purposes. Despite having collected “hefty fees,” the foundation never 

contacted or advised Reich. 124 In 2018, moreover, the Silicon Valley Council of Nonprofits 

wrote the foundation’s board, explaining that “many of our members expressed specific concerns 

around the foundation’s strategy with donor advised funds and the need to encourage donors to 

give locally into programs that address poverty, health, transportation, environment, and other 

basic needs.”125 Compounding similarities to the 1980s and 1990s, moreover, the United Way of 

Silicon Valley, “fueled by years of stagnant donations,” merged with its San Francisco 

counterpart in 2016.126 Stingy Valley appeared again. 
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Progress and Poverty 

 

“When you talk about social justice, you’re implying that there’s a wrong being done in 

society that we need to fix. I like to think in opportunity.” Kathy Kwan, noted local 

philanthropist in the San Francisco Bay Area.127 

 

In 2016, Alexa Cortés Culwell and Heather McLeod Grant, cofounders of Open Impact, 

“a strategic advisory firm,” published “The Giving Code,” a widely distributed account of 

Silicon Valley’s “prosperity paradox.” “Silicon Valley is a place marked by extreme polarities,” 

they wrote, “entrepreneurs swarming to the region and middle-class residents getting squeezed 

out; 20-somethings earning their first million and low-wage workers sinking deeper into debt. In 

one Silicon Valley neighborhood, luxury vehicles in every driveway; in another, families living 

out of cars.” And simultaneous with the region’s astonishing wealth, they argued, were nonprofit 

organizations “struggling to keep pace with exponential increases in demand for their services.” 

They attributed the lack of funding for nonprofit organizations that assisted the poor in Silicon 

Valley to a language gap widened by disparities in wealth—the affluent and those in need lived 

in such a different world that they no longer understood social problems or their resolution in 

similar manners. The authors recommended that both sides share each other’s perspectives, 

thereby developing a mutual “giving code”—one that could “disrupt the social breakdowns that 

occur from extreme imbalances, [and] break the old economic model and build a new one.” 

While Culwell and Grant’s recommendations are commendable, they are not in 

themselves sufficient to address Silicon Valley’s prosperity paradox. Silicon Valley’s nonprofit 

sector does not serve the poor as well as it needs to because the region—and increasingly the 
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nation—is grossly inegalitarian. Nonprofit organizations in Silicon Valley, as elsewhere, depend 

more on wealthy donors as the giving of less fortunate Americans decreases due to stagnation in 

wages and income relative to living costs.128 Changes that have made taxation less progressively 

distributive, moreover, have amplified the resources available to wealthy donors, while depriving 

public institutions of support.129 As a consequence, private giving and civil society are more 

reflective of the preferences of large givers, who are free to choose how they wish to contribute 

to society—an anti-democratic state of affairs that some philanthropoids have chosen to support 

and profit from, rather than question. 

The problem of Silicon Valley is not the result of an empathy gap—of an inability to 

communicate across gulfs of wealth---but the result of many decades of political and economic 

change that have disproportionately favored affluent people and their vision of how the world 

could be better. Without an effective counterbalance to concentrated wealth, to borrow a phrase 

from finance, philanthropoids and nonprofit organizations have little leverage to compel donors 

serve the interests of needy and working people, let alone question the injustice of a nation 

polarized by “extreme imbalances” of wealth and power. 
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Unfortunately, as the epilogue details, the most powerful balance to concentrated fortunes 

and inegalitarian philanthropy—the state—has often strengthened rather than diminished the 

influence of wealthy donors over civil society. 
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Epilogue 

 
 

"I've had a lot of opportunities in my life and a lot of that comes from having gone to 

really good schools. And I want to do what I can to make sure everyone has those opportunities.” 

Mark Zuckerberg, 2010.1 

 

“Disparities in income in America are not because of some ‘greedy capitalist’ — no! It’s 

because of a failing education system.” Cory Booker, Mayor of Newark, New Jersey, speech at 

Goldman Sachs | Stanford University Global Education Conference, 2011.2 

 

In the twenty-first century Silicon Valley philanthropists have joined a growing number 

of millionaires and billionaires in transforming life in the United States and the world. They may 

not have always given locally to the nonprofit organizations in the San Francisco Bay Area, but 

they did pour remarkable sums into ambitious projects throughout the nation and the world. This 

epilogue reflects on recent trends in organized philanthropy through a roughly chronological 

accounting of the educational philanthropy of Mark Zuckerbeg, the co-founder of the social 

media company Facebook. Through Zuckerberg’s philanthropy, the epilogue argues that Silicon 

Valley philanthropy has become a powerful and anti-democratic force in the United States, one 

that, with the assistance of the Democratic Party, fosters inequality under the guise of 

meritocracy. In a brief conclusion, the epilogue contends the larger developments outlined 

through Zuckerberg’s philanthropy pose an obstacle for philanthropoids who wish to challenge 

the crisis of inegalitarianism in the United States, but they are not impossible to overcome. 
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Move Fast and Break Things 

 

 

In 2010, Mark Zuckerberg, the 26-year-old co-founder of the social media company 

Facebook, dressed in jeans and a blazer, sat down with the talk-show host Oprah Winfrey to 

announce his new philanthropic project. Zuckerberg, then worth an estimated $13.5 billion, 

described his plan to provide a $100 million challenge grant to public schools in Newark, New 

Jersey. “One, hundred, million, dollars” Oprah repeated to standing applause. When Oprah asked 

Zuckerberg why he engaged in philanthropy for Newark schools, he responded that "I've had a 

lot of opportunities in my life and a lot of that comes from having gone to really good schools. 

And I want to do what I can to make sure everyone has those opportunities.” The meeting had 

been intended to coincide with the release of Waiting for “Superman”, a film that credited the 

declining quality of public education to teachers’ unions rather than socio-economic conditions. 

Because of Oprah’s schedule, however, the meeting instead took place on the premier day of The 

Social Network, a less than charitable depiction of Facebook’s creation. In an attempt to build 

empathy for the shy entrepreneur, Oprah’s segment included a brief tour of Zuckerberg’s Palo 

Alto home with his partner, Priscilla Chan. Media outlets described Zuckerberg’s residence as 

“relatively small” and “modest” and Zuckerberg, blushing, appeared uneasy with the attention.3 

Zuckerberg’s announcement was part of a performative trend in philanthropy, one in 

which donors announced their intention to fund ambitious projects to the public and inspire other 
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build a much less than modest personal compound. See, Alison Levitsky, “Zuckerberg builds 

new houses near his Palo Alto home” The Palo Alto Daily Post (November 15, 

2017) ,https://padailypost.com/2017/11/15/zuckerberg-builds-new-houses-near-his-palo-alto- 

home/ 



295  

wealthy people to do the same.4 In 2010, for example, Bill and Melinda Gates, Warren Buffett, 

and a number of wealthy individuals announced the Giving Pledge, which enlisted other 

billionaires to give away half of their wealth. The long-term success of the pledge is 

ambiguous—most of the signatories have increased their wealth, with Bill Gates and Warren 

Buffet more than doubling their wealth between 2010 and 2020, and others have used their 

pledge to argue against progressive taxation—but the spectacle of donors sharing their 

commitment to philanthropy has inspired giving by elites across the globe.5 And the pledge 

elicited a favorable opinion of Gates, whom a 2010 USA Today/Gallup poll found the public 

admired more than the Dalai Lama.6 Affluent people also discussed their commitment to 

philanthropy in TED Talks, a Silicon Valley organization that hosts conferences and online 

videos for “thought leaders,” as well as the World Economic Forum held in the Alps.7 

For all the applause Zuckerberg received on Oprah’s show in his act of performative 

philanthropy, the Newark project was not his idea alone, but the culmination of a private-public 

collaboration. Sitting beside Zuckerberg—and visibly more comfortable in the spotlight—was 

Cory Booker, then mayor of Newark, and New Jersey Governor, Chris Christie. Booker and 
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Christie, a Democrat and Republican respectively, approached Zuckerberg with their desire to 

reform Newark schools, an idea that first belonged to Booker. The son of two IBM executives, 

Booker was used to hobnobbing with affluent people, having grown up the upper-class Newark 

suburb of Harrington Park. As a student at Stanford, Oxford, and then Yale Law School, Booker 

already held political ambitions, and often discussed the value of diversity and “social justice” in 

his classes.8 The literal decay of Newark’s public schools provided Booker an issue to campaign 

for mayor, a position he won in 2006—in part, with the support of Republican donors.9 

And Booker was right to be concerned about the state of Newark’s schools: students 

attended classes in dilapidated buildings, where, in some schools, fewer than thirty percent read 

at their grade level, and where only forty-four percent of students graduated from high school. In 

West Side High School, a building in disrepair, fully 90% of students lived in poverty. When 

Booker’s friend, Chris Christie, a critic of school administrators and teachers’ unions became 

New Jersey governor in 2010, Booker saw an opportunity to reform public schools.10 By 

promoting school vouchers and charter schools, both agreed, they could “uproot the system”—if 

they had the money to back them. Through a venture capitalist, Booker learned that Zuckerberg 

and other wealthy donors were receptive to reforming education, and Booker believed Newark 

would be a promising place to experiment. As the reporter Dale Russakoff explains, “The mayor 

of Newark understood that venture philanthropists were looking for a ‘proof point,’ a city where 
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they could deploy multiple initiatives and demonstrate measurable improvement in poor 

children’s achievement.” 11 With a report drafted by McKinsey consultants that demonstrated 

little knowledge of local circumstances in Newark, Booker and Christie approached Zuckerberg 

with the promise of educational reforms that they hoped, in time, would transform schools across 

the nation.12 

Newark learned about the multi-million-dollar commitment to reform their schools on the 

same day Oprah’s audience did, a startling fact that presaged a series of top-down efforts to 

replace public schools with charter alternatives. Outside of community forums held by Bradley 

Tusk, a New York City political consultant with no experience in Newark, local residents had no 

input in the plan to transform their education.13 In her investigation of the project, moreover, 

Russakoff found that even when Newark residents provided feedback in such forums, they were 

told decisions had already been made for them.14 With the support of matching donors, 

Zuckerberg, Christie, and Booker channeled $200 million to reforming Newark’s schools, of 

which $89.2 went to labor and contract costs, including $21 million to buyout “unwanted 

teachers, principals, and support staff,” another $57.6 million to “expand and support Newark 

charters,” and $21 million for consultants—some of whom were paid $1,000 a day--to create 

“business-style management and accountability” measures. Other costs included training 

teachers for the Teach for America Program as well as grants to local philanthropies and 

community projects.15 
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Zuckerberg’s $100 million commitment to reforming public education in Newark 

demonstrates larger political and economic trends that shaped philanthropy in the 21st century. 

One, represented by Cory Booker, was the Democratic Party’s abandonment of organized labor 

in favor of sponsoring private-public partnerships, which centrist Democrats believed would 

inspire widespread meritocratic achievement. Far from serving as a counterbalance to 

government or corporate power, philanthropy became partner to political reforms that integrated 

Silicon Valley companies and entrepreneurs into public education. As in the case of the Newark, 

these collaborative ventures aimed to make changes in public education that promised to 

equalize opportunities for success, rather than guarantee equality of outcome through wealth 

redistribution, workers protections, or corporate regulation—and often achieved ambiguous 

results. Cory Booker, emblematic of many New Democrats in the 21st century, was in fact hostile 

to interpretations that diagnosed inequality as the result of policies that privileged some at the 

expense of others. Speaking at the Stanford in 2011—the high tide of the Occupy Movement’s 

protest against Wall Street and economic inequality—Booker explained that “Disparities in 

income in America are not because of some ‘greedy capitalist’ — no! It’s because of a failing 

education system.”16 
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The reasons that the Democratic Party and Silicon Valley philanthropists joined together 

to reform education date back decades before Cory Booker, paralleling the simultaneous growth 

of high-tech companies in Silicon Valley and the Democratic Party’s crisis of vision during the 

1980s.17 Bruised by their party’s inability to arrest the economic crises of the 1970s and 

successive Republican victories, members of the Democratic Party abandoned meaningful 

support for social welfare, industrial manufacturing, and organized labor during the 1980s—and 

adopted instead the argument that subsidies for technology and education reform would foster 

their political success in ways policies from the 1930s no longer could. A 1982 “neo-liberal 

manifesto,” published in the Washington Post, expressed some of the essential positions of 

Democrats disaffected with New Deal-style policies. After deriding Keynesian economics, 

support for organized labor, social security, welfare, veterans’ pensions, and unemployment 

compensation, the manifesto proposed that education and high-tech would save the nation. 

Public "schools have to be made better, much better, if we are to compete economically with 

other technologically advanced countries, if we are to have more Route 128s and Silicon 

Valleys,” wrote Charles Peter in “A Neo-Liberal’s Manifesto.”18 “Atari Democrats”—named 
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after a now defunct Silicon Valley tech company—made a failed bid for the presidency in 1988 

with Michael Dukakis, but by the end of the century high-tech evangelists such as Bill Clinton 

and Al Gore led the party, supported by the policy analysis of Robert Reich, Clinton’s Secretary 

of Labor, the Progressive Policy Institute, as well as Silicon Valley businesspeople.19 

The Democratic Party wed its commitment to high-tech enterprise with the conviction 

that schooling could create a nation of equal opportunity, in which all young people would be 

able to succeed based on merit. In his second inaugural address in 1997, for example, President 

Bill Clinton proclaimed the equalizing potential of education and technology. “In this new land, 

education will be every citizen's most prized possession. Our schools will have the highest 

standards in the world, igniting the spark of possibility in the eyes of every girl and every boy,” 

Clinton argued. “And the doors of higher education will be open to all. The knowledge and 

power of the Information Age will be within reach not just of the few, but of every classroom, 

every library, every child.”20 Clinton, in a rejoinder to Ronald Reagan, also argued that 

“government was not the problem” but that it was also “not the solution.” “The preeminent 
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mission of our new government is to give all Americans an opportunity-not a guarantee, but a 

real opportunity to build better lives.”21 

To John Doerr, a venture capitalist who cultivated close relations between Silicon Valley 

and the Clinton administration, President Clinton’s paeon to equal opportunity, technology, and 

limited government was “music to his ears.”22 Doerr, alongside several Silicon Valley 

executives, met with Vice President Al Gore soon after Clinton’s inaugural address, where they 

discussed “the economy and education.”23 With Vice President Gore, Doerr and other Silicon 

Valley executives created a “high tech brain trust” in 1997 nicknamed the “Gore-Tech group” to 

craft public policy, which aimed, among other ambitious goals, at transforming public education. 

In 1998, moreover, Doerr created the nonprofit NewSchools Venture Fund to reform educational 

policy, touting the need for more “accountability” through “Testing. Choice. Competition. 

Leadership.” In practical terms, Doerr hoped to fund educational programs freed from the 

oversight of school administrators and teachers’ unions—not unlike Zuckerberg, Booker, and 

Christie’s later project in Newark.24 

By the end of the century, President Bill Clinton joined Doerr in championing Silicon 

Valley philanthropy as an instrument for creating widespread economic opportunity. In 1996, 

President Clinton and Vice President Al Gore cooperated in NetDay, an initiative spearheaded by 

Sun Microsystems to wire elementary schools for internet access through volunteer labor.25 But 
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by the decade’s close, Clinton thought bigger, hosting a “White House conference on 

philanthropy” to encourage Silicon Valley entrepreneurs to become philanthropists in the service 

of creating more opportunity in “the New Economy.” "Silicon Valley and the whole venture 

capital, high-tech community needs to be at the forefront of what we're doing because of the 

same reason Willie Sutton robbed banks," Clinton quipped. "That's where the money is." Clinton 

amended the same joke for a crowd of Wall Street financiers in 1999, where he gushed over Wall 

Street’s success at “sharing the wealth.”26 Clinton also became a spokesman for 

“philanthrocapitalism,” which, as he described in the foreword of the 2008 Philanthrocapitalism: 

How the Rich Can Save the World, demonstrated how “private wealth can advance public good 

by applying entrepreneurial skills, speed, and score-keeping to our most persistent challenges.”27 

After Wall Street devastated the U.S. economy later that year—thanks, in part, to regulatory 

changes that the Clinton Administration implemented—the book’s authors changed the title to 

the less plutocratic How Giving Can Save the World.28 

The Obama Administration, moreover, continued a commitment to extolling the virtues 

of education, entrepreneurship, and public-private partnerships. One of the administration’s 

signature policies was the Common Core State Standards Initiative, which, launched in 2010, 

established a set of benchmarks for K-12 schools to ensure “evidenced based” learning—and 

which was funded, lobbied for, and sustained in large part by the Bill and Melinda Gates 

Foundation. Gates was, as the scholar Diane Ravitch argued, effectively the nation’s “unelected 
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school superintendent.” Starting in 2012, moreover, Google undertook a strategic campaign to 

provide public schools with their computer products, applications, and digital services, while 

shifting curriculum towards training students for skills relevant to high-tech industries—and 

collecting potentially lucrative data.29 In addition, Code.org, a company created by Harvard 

educated investors Hadi and Ali Partovi in 2012, lobbied for education policy reform, and 

promoted teacher training, curriculum change, and online courses meant to instruct students how 

to code. What the Partovi’s described as “disrupting education” led to 24 states changing their 

laws to steer public education towards producing students more capable of joining the workforce 

as engineers.30 In Stanford, California, meanwhile, President Obama—the first U.S. president to 

write a line of code—described the promise of incorporating “underrepresented groups, African 

Americans, Latinos” into scientific industries. The obstacle, President Obama explained, was 

“our school systems aren’t doing as good of a job on this, period. Full Stop.”31 

For all the twenty-first century’s techno-utopianism, not all Silicon Valley and high-tech 

entrepreneurs regarded their projects as unqualified successes or were so arrogant that they could 

not assess their shortcomings. Looking backwards at his support for Common Core in 2017, Bill 

Gates made a tacit admission that the project had not met its ambitious goals and that the 

foundation would make a “pivot” in its educational policy support.32 Likewise, in a 2015 letter 
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that Mark Zuckerberg and Priscilla Chan wrote to their newborn daughter in a public Facebook 

post—in which they announced they would dedicate 99% of their Facebook shares, some $45 

billion, to philanthropy--the two appeared to have reflected on some of the deficiencies of the 

Newark project. As Russakoff Dale notes, Zuckerberg and Chan concluded that philanthropy 

required longer time horizons—projects could not be completed in five years as they had 

attempted in Newark—and that successful giving required direct engagement “with the people 

we serve.” Describing levels of poverty shrinking in the face of advancing technology, 

Zuckerberg and Chan saw a brighter future, one in which they could use their wealth—which 

had almost tripled since Zuckerberg’s 2010 announcement on Oprah--to “empower” people. 33 

But the instrument through which Zuckerberg and Chan administered their revised 

commitment to philanthropy—the Chan-Zuckerberg Initiative—also expanded their power by 

making them less accountable to the public. Whereas foundations were long the typical vehicle 

for organized philanthropy, the Chan-Zuckerberg Initiative was a limited liability corporation 

rather than a non-profit organization.34 Zuckerberg and Chan gave up the initial tax deductions 

afforded by private foundation by using a limited liability corporation, but they also freed 
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themselves of the pay-out and disclosure requirements Congress imposed on private foundations. 

“The structure can provide benefits, and specifically one important advantage to the young 

billionaires,” the New York Times explained, “more control.”35 By using a limited liability 

corporation rather than a private foundation, Zuckerberg and Chan followed other Silicon Valley 

donors, including Laurene Powell Jobs, the widow of Steve Jobs, who formed the Emerson 

Collective in 2004, and Pierre Omidyar, a co-founder of eBay, who created Omidyar Network in 

2008. Emmett D. Carson celebrated the adoption of limited liability corporations as “a new 

renaissance in philanthropy,” but other observers understood their adoption as corrosive to 

democracy. Reflecting on the Chan-Zuckerberg Initiative, Ruth McCambridge, editor in chief of 

Nonprofit Quarterly, warned “this re-surfaces our concern…about the effects of a growing 

wealth gap on our democracy, especially at a moment when so many public systems are 

integrating philanthropic dollars that have the potential to diminish the voices of others. Such 

philanthropic approaches smack of colonialism and carry with them an anti-democratic 

assumption that can only perpetuate and worsen inequality.”36 

The Chan-Zuckerberg Initiative was also the culmination of trends within Silicon Valley 

and the nation towards dissolving distinctions between for-profit enterprise and philanthropy. 
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Leslie Lenkowsky, a professor of public affairs and philanthropy, announced that the Chan- 

Zuckerberg Initiative signaled an “ending of philanthropy as we know it.” Lenkowsky explained 

Chan and Zuckerberg could use the limited liability corporation to invest in businesses based on 

whether they achieved a “double bottom line” of financial and social returns, effectively 

harnessing "the profit motive on behalf of their philanthropic goals” in a manner not attempted at 

such a scale.37 But the close overlap between the business of Facebook and the “philanthropy” of 

Chan-Zuckerberg Initiative, only heightened tensions long held by philanthropoids. In 

particular, employees strained themselves to reconcile their perception that Zuckerberg and 

Facebook contributed to national and global problems with their desire to use Zuckerberg and 

Facebook’s wealth for good. Reporting by Theodore Schleifer found that employees reported 

unease about Facebook’s handling of data privacy, which also led some nonprofit organizations 

to refuse money from the initiative as tainted. Chan-Zuckerberg Initiative employees also 

expressed discomfort that Facebook refused to moderate racist and incendiary posts by President 

Donald J. Trump in 2020.38 

In addition, despite the lessons Zuckerberg learned from his Newark experience, 

Zuckerberg and Chan’s philanthropy elicited additional controversy for attempting to reform 

schools in ways that alienated students, teachers, and their families. In 2017, Zuckerberg 

spearheaded a “student-directed learning” project with 120 schools called “Summit Personalized 

Learning”. The program, developed by Facebook engineers, primarily used laptops to instruct 
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students using Web-based curriculum from Summit Learning, which promised to teach students 

how to “unlock their own potential” and “successfully navigate college and careers”—without 

needing as much direct instruction from teachers.39 Emmett Carson, whose Silicon Valley 

Community Foundation also managed funds that Netflix founder and CEO Reed Hastings 

dedicated for education reform, attempted to rationalize the entry of Silicon Valley 

businesspeople into education, ironically, by raising the threat of technological change for future 

workers. “They are experimenting collectively and individually in what kinds of models can 

produce better results,” he explained. “Given the changes in innovation that are underway with 

artificial intelligence and automation, we need to try everything we can to find which pathways 

work.”40 

Students and parents, however, resented Zuckerberg’s interventions and found them poor 

substitutes for engaged teachers and the social interaction of classrooms. In 2018, high school 

students in Brooklyn walked out of classes in protest of Summit Learning, followed by a similar 

student protest in Cheshire, Connecticut.41 In Indiana, Pennsylvania, moreover, the school board 

terminated the program after a majority of students reported a desire to either end the program or 
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make it optional.42 Despite severe budget cuts to education that made Kansas initially receptive 

to Zuckerberg’s educational platform, the state’s small towns also erupted in protest against 

Summit Learning.43 Messages written on yard signs and on shop windows described the 

townspeople’s resentment and sense of having been betrayed by Summit Learning: “Caution 

Students Summit Learning Ahead,” “Stomachs are churning w/ Summit Learning,” “Don’t 

Plummet with Summit,” “STOP THE LIES #no fail.” Kansas parents expressed concern that 

computers, rather than teachers, were educating their children, and that students increasingly 

spent most of their time learning alone. “[The] kids all looked like zombies,” described Tyson 

Koenig, a factory supervisor in McPherson who removed his 10-year-old from the school that 

used Summit Learning.44 

The quality and type of education that Summit Learning provided students departed from 

that which the wealthy of Silicon Valley wanted for their own children, testifying to the 

persistent problem of inequality in American life and the danger Zuckerberg’s philanthropy 

posed to democracy. Ironically, Zuckerberg championed his educational platform as 

“personalized learning,” but the program was, compared to the schools in which Silicon Valley’s 

more affluent residents sent their children, extremely depersonalized. As Kenneth J. Saltman, a 

professor of education argues, Summit Learning and other personalized learning software 

 

 
 

42 Chauncey Ross, “School Board Pulls Plug on Summit Learning” The Indiana Gazette 

(April 9, 2019) , https://www.indianagazette.com/news/school-board-pulls-plug-on-summit- 

learning/article_5f43939e-5ad1-11e9-a236-7b3af90f00f6.html 
43 David G. Sciarra and Wade Henderson, “What’s the Matter with Kansas’ Schools?” 

The New York Times (January 7, 2014) ,https://www.nytimes.com/2014/01/08/opinion/whats- 

the-matter-with-kansas-schools.html; Nellie Bowles, “Silicon Valley Came to Kansas Schools. 

That Started a Rebellion.” The New York Times (April 21, 

2019) ,https://www.nytimes.com/2019/04/21/technology/silicon-valley-kansas-schools.html 
44 Nellie Bowles, “Silicon Valley Came to Kansas Schools” The New York Times (April 

21, 2019), https://www.nytimes.com/2019/04/21/technology/silicon-valley-kansas-schools.html 

http://www.indianagazette.com/news/school-board-pulls-plug-on-summit-
http://www.nytimes.com/2014/01/08/opinion/whats-
http://www.nytimes.com/2019/04/21/technology/silicon-valley-kansas-schools.html
http://www.nytimes.com/2019/04/21/technology/silicon-valley-kansas-schools.html


309  

“removes learning from the subjective realities of students’ lives, the objective realities of the 

broader context for learning, and the dialogue between teachers and students.” Rather than 

participate in a classroom where students could follow their curiosity, engage in dialog, and 

dissent from their peers and instructors—activities that build the capacity of students to engage 

in civic life and develop independent thought--Summit Learning isolated students and tied them 

to the predictive algorithm of video game-like software. In 2019, 380 schools continued to use 

the Summit Learning platform. 

But in affluent Silicon Valley families increasingly restricted their household’s use of 

electronics—sometimes forbidding screen time altogether--and competed to send their children 

to private Waldorf schools, which eschewed computers for pens, paper, and other non-digital 

tools. “Engagement is about human contact, the contact with the teacher, the contact with their 

peers,” explained Pierre Laurent, who had three children in Waldorf schools and worked at a 

high-tech startup.45 By contrast, a student in a school that used Summit Learning in Kansas 

asked to wear his father’s hunting earmuffs to school, as most students now studied alone in their 

classrooms and found it more conducive to block out background sounds while working on their 

laptops.46 

With the support of the Democratic Party and the consent of underfunded state and local 

governments, Silicon Valley enacted reforms that attributed existing inequalities to education— 

to the failure of teachers to instruct students how to learn the skills useful for high-tech 

companies, and to the inability of workers to retrain themselves for a new, digital economy. 
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Underlying Silicon Valley’s educational philanthropy was the notion that if Americans learned 

appropriate skills, they could escape the prospect of poverty or middling wages. But Silicon 

Valley and the Democratic Party’s myth of meritocracy subsisted on the claims that exacerbate, 

rather than address inequality. The tacit assumption of high-tech educational philanthropy 

remains that Zuckerberg and other entrepreneurs owed their wealth in part to the fact that they 

were smarter than those they wish “to serve,” an argument which philanthropists have advanced 

to justify inequalities of economic and political power since the first Gilded Age. High-tech 

donors in the twenty-first century were more willing to vocalize concern for economic 

inequalities—Andrew Carnegie, for his part, thought those inequalities were natural, but they too 

concerned him—but they held out the same timeworn myth that education rather than wealth 

redistribution or democratic egalitarianism could resolve those problems. 

Silicon Valley, however, has not succeeded in obscuring the elitism behind such 

diagnoses of inequality, which mask a disdain for the presumed ignorance of less fortunate 

Americans and attributes their perceived failures to lack of individual striving and intellect. 

Zuckerberg, for example, referred to the earliest users of Facebook as “dumb f--ks” for providing 

him the personal data to build his social media platform.47 His users were certainly wrong to 

trust Facebook to protect their data, as the company was complicit in providing the personal 

information of 87 million users to Cambridge Analytica, a British consulting firm, in 2016. 

Cambridge Analytica used the data to help elect Donald J. Trump.48 Zuckerberg, like other 
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Silicon Valley executives, also championed the expansion of H-1B visas, advancing arguments 

that indicted the quality of American workers for the United States’ failure to compete with other 

nation’s technological progress.49 “To lead the world in this new economy, we need the most 

talented and hardest-working people,” Zuckerberg wrote in a 2013 op-ed in support of lifting 

restrictions on H-1B visas.50 Simultaneously, however, the IRS charged Facebook with evading 

federal taxes.51 Other tech companies, such as Apple and Netflix, avoided taxation altogether. 

Such tax evasion—especially ironic given Silicon Valley’s dependence on federal subsidy-- 

deprives the state the funds necessary to build strong, democratic public schools, which could 

cultivate the knowledge necessary for technological advancement.52 Numerous studies, 
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51 Richard Rubin, “Facebook and IRS Prepare for $9 Billion U.S. Tax Court Fight” The 

Wall Street Journal (February 8, 2020) , https://www.wsj.com/articles/facebook-and-irs- 
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moreover, demonstrate that Americans do, despite Zuckerberg’s inference, work hard relative to 

other countries but that their compensation has largely stagnated since the late 1970s.53 

Nevertheless, behind closed doors high-tech entrepreneurs expressed their distaste for the 

laziness of American workers. In 2015, Alec Ross, “innovation adviser” to Hillary Clinton, 

described the conversations he heard from entrepreneurs: “You hear derision for the working- 

and-middle-class people who think that their education ends at the age of 22--people who want 

their work to stay the same without doing anything to improve themselves.”54 

The education philanthropy of Silicon Valley donors and their political allies, however 

well intentioned, is a troubling development, one that demonstrates the larger implications of 

concentrated wealth and its effects on public institutions. In the San Francisco Bay Area, and the 

nation more broadly, the federal government and philanthropic organizations long worked 

through nonprofit organizations to deliver critical services, from a social safety net made up of 

human service organizations to educational institutions that equipped Americans for civic 

participation. But as decades of political and economic change concentrated wealth in the top of 

the income distribution, the nonprofit sector resembled far more the preferences and needs of 

wealthy people. High-tech entrepreneurs, assisted by philanthropoids and large reserves of 
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wealth, oversaw the disruption of philanthropy in ways that produced deeply inegalitarian 

outcomes. The local community foundation’s deference to donors, the underfunding of human 

service organizations, and educational reforms that privileged the knowledge and teaching 

methods deemed valuable by donors, were each representative of the concentrated and 

unaccountable power of Silicon Valley donors. 

The vision of meritocracy that long motivated high-tech philanthropists giving is also a 

poor solution to the problems it purports to address. Not all Americans will learn to code to earn 

their living, and not everyone will succeed in learning how to adopt skills useful to the nation’s 

high-tech enterprises. But workers who do not become engineers, entrepreneurs, or members of 

the professional managerial class still deserve dignity and a living wage, privileges they are not 

often afforded by the language of meritocracy. The elitism of the meritocratic vision, and its 

implicit scorn for those who fail to earn the right education, find the right internships, and work 

the right jobs, also provides a political vulnerability to both Silicon Valley and the Democratic 

Party. The faux anti-elitism of Donald J. Trump and his fellow Republicans taps the resentment 

of Americans who feel left behind by the policies sponsored by Silicon Valley donors and their 

Democratic allies. Given the recent prominence of centrist California Democrats in the national 

party, especially those from the Bay Area—a process observers have called “Californication”— 

meritocratic discourse and adulation of private-public partnerships with high-tech enterprise is 

likely to continue to dominate policy proposals for resolving the nation’s urgent problems.55 But, 

as Daniel Markovitz writes, an inability to reckon with meritocracy’s shortcomings tempts a 

 
 

55 Evan Halper, “Make America California Again? That’s Biden’s Plan” Los Angeles 

Times (January 17, 2021), https://www.latimes.com/politics/story/2021-01-17/make-america- 

california-again-how-biden-will-try; Ryan Zickgraf, “The Biden Administration is the 

Californication of the Democratic Party” Jacobin (January 28, 2021), 

https://www.jacobinmag.com/2021/01/california-democrats-corporate-liberalism-biden 

http://www.latimes.com/politics/story/2021-01-17/make-america-
http://www.jacobinmag.com/2021/01/california-democrats-corporate-liberalism-biden
http://www.jacobinmag.com/2021/01/california-democrats-corporate-liberalism-biden
http://www.jacobinmag.com/2021/01/california-democrats-corporate-liberalism-biden


314  

dangerous future. There awaits, Markovitz writes, a “very different coalition of manipulative 

oligarchs and resentful populists” who threaten to exploit meritocracy’s weaknesses and “erect 

something considerably darker in its stead.” “Blindness to this risk,” Markovitz concludes, 

“would constitute meritocracy’s final irony.” 

The present failures of meritocracy and the continued concentration of wealth in a small 

segment of the population will, however, likely bolster the number of philanthropoids in the 

United States. Aspirants to the middle-class, confronting more onerous working conditions in the 

form of long work hours and intense competition for employment—each rationalized by the need 

to prove one’s aptitude for remunerative positions relative to others--may find work instead in 

foundations, consultancies, watchdog organizations, motivational organizations, clearinghouses, 

regional associations, or any other number of institutions that now manage the nation’s growing 

pools of concentrated philanthropic wealth. 

While the principal function of philanthropic organizations has been to distribute wealth, 

they have also served to resolve the problem of an overproduction of elites. For example, the 

Boston Associates, a group of investors who presided over the textile industry in the 19th century, 

provided trustee positions and a life of community service to solve "a problem that faced many 

of Boston’s wealthier families: what to do with offspring who had neither the taste nor the ability 

for careers in business.”56 During periods of textile overproduction and economic volatility, 

directing elite family members into serving on the boards of philanthropic organizations proved 

ever more necessary—both to ease tensions between workers and employers, as well as within 

the elite class itself when it was either impossible or impractical to provide elite family members 
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positions within commercial enterprises.57 If once a refuge for the children of the elite, 

philanthropic organizations will in the twenty-first century likely also serve as a refuge for 

members of the middle class.58 

Those future philanthropoids will confront considerable constraints on their ability to 

address the problems of an unequal age. Wealthy people have gained more power to control their 

giving, set conditions on philanthropy, and realize their particular vision for American life--a 

development facilitated by unjustly distributed wealth, donor-advised funds, limited liability 

corporations, and politicians who have not only partnered with donors to enact policy, but who 

have turned away from progressive tax policies that redistribute wealth and fund programs that 

support public welfare. Philanthropoids who wish to fight against those strong bulwarks of 

inequality, moreover, do so in a context in which organized labor, once the most vigilant 

opposition to concentrated wealth, has largely lost much of its power. They also contend with 

members of their field who celebrate rather than challenge donors and the institution of 
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philanthropy, and who have helped define the function of philanthropoids as little more than 

transactors of wealthy people’s wishes.59 

There are promising signs that at least a small number of foundations will take aim at 

inequality and the ideas that have often served to justify its perpetuation. In 2015, Darren 

Walker, the president of the Ford Foundation, quoted Dr. Martin Luther King Jr. to argue that 

foundations must address inequality: “philanthropy is commendable, but it must not cause the 

philanthropist to overlook the circumstances of economic injustice which make philanthropy 

necessary.” Walker contended that philanthropy must loosen “inequality’s asphyxiating grip on 

the aspirations of people in every corner of every country,” and “interrogate the fundamental root 

causes of inequality, even, and especially, when it means that we ourselves will be implicated.”60 

When asked about Walker’s call for philanthropy to bend “toward justice,” Emmett D. Carson, 

the executive director of the Silicon Valley Community Foundation, responded defensively: 

“West Coast philanthropy is not influenced by East Coast pronouncements.”61 Yet other Bay 

Area foundations did take up Walker’s charge, including the James Irvine Foundation and the 

William and Flora Hewlett Foundation—both, not coincidentally, foundations that were no 

longer controlled by the donors that had created them. 

Whether philanthropids will be able to help close widening gaps of wealth and political 

power in the United States is still unknown--the outcome of their work could take years to 

resolve. But if Americans wish for philanthropy to create a more egalitarian nation, one in which 
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public institutions reflect the will of the majority and Americans enjoy equity in wealth and 

income, they must do more than wait to assess the work of donors and philanthropic 

organizations. Only by attending to the laws that govern philanthropy can Americans claim 

greater power over how philanthropic wealth is distributed and to what end, whether that be 

towards resolving inequality, climate change, or the other challenges deemed urgent by 

democratic majorities. The state has permitted an expanding degree of donor control, allowing 

philanthropists with concentrated fortunes to shape public life in ways that accord with their 

private preferences. But policy can also arrest that trend, making philanthropy accountable to the 

needs of the majority of less fortunate citizens. 

Reflecting on the Tax Reform Act of 1969 in 1974, John R. May, then a veteran of the 

early generation of Bay Area philanthropoids, argued Congress lost an opportunity to regulate 

foundations in the public’s interest. May recognized that there existed a vast difference between 

foundations overseen by wealthy donors and philanthropoids, but regretted that Congress did not 

reward foundations that were more distant from donor control. “Congress has overlooked its 

opportunity to differentiate between the foundation which is in reality its founder’s conduit for 

his gifts, of his money, to charities of his choice—and the foundation which diligently (even if 

mistakenly) seeks the path to a life of better quality and more promise for all. Surely the latter 

merits more favorable tax treatment than the former.” He also scorned those that clung 

“tenaciously to the concept of perpetuity,” recommending “a generous ‘pay-out’ requirement” 

that would “serve our ends better today.” “If foundations justify their existence,” he reasoned, 

“there will be more of them to meet the needs of the far-off future.”62 May wanted—as many of 
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today’s foundation managers and nonprofit organizations likely do—to harness the vast 

resources of foundations to meet the nation’s urgent needs, not merely fulfill the wishes of 

donors. He also understood that the public, acting through their democratically elected 

representatives, could make that goal a reality. 
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