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Abstract

Between approximately 1950 and 1968, the Ford Foundation committed
itself to funding research in economics at universities and other
institutions both in the United States and abroad. The Foundation
designed a specific program for this purpose: Economic Development and
Administration (EDA). Intending to encourage the economics discipline
to solve practical problems related to economic policy, EDA over this
period gave support amounting to roughly $95 million. The first section
of this paper traces the development of EDA in the context of the
broader aims of the Foundation. The interaction between the Foundation
and the "economics community" is examined, highlighting the various
interests of each group and the way in which these were reconciled when
in conflict. The ultimate demise of the program is related to the
changing political and social environment of the late 1960’s and a largely
negative assessment, by the Ford Foundation, of the ability of economics
to solve emerging social problems. The paper’s second section provides
some reflections on the relationship between the economics profession
and foundations in a more general sense, concluding that extensive
support of economics, of the magnitude afforded in the above period, is

unlikely to be repeated.
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Introduction

Between 1953 and 1968, the Ford Foundation gave support to the
economics discipline, to the extent of approximately $95m, in the
form of research funds at universities and other institutions,
support for projects and dissertations by academics and graduate
students, and other programs in economics education (1). The aid
was substantial and broad-ranging and had a considerable impact on
the profession.

This raises several questions. First, why did the Foundation place
so much emphasis on economics and look to the economics profession
for answers to what it deemed to be important problems? What was
its perception of economics and how did this evolve over time?
Second, did the Foundation influence the direction of research in
a significant way? Or was such influence dissipated by the extent
to which the Foundation relied on the economics profession in
formulating its economics program? Third and finally, can any
conclusions be drawn from this historical episode about the
relationship between the economics profession and foundations ?
Are there particular features which are likely to characterise any
such relationship and what, if anything, do they suggest for the
future of such support ?

The approach taken here is as follows. Section I addresses the
first two sets of questions above. A brief history of the
Foundation is given, emphasising in particular the document
outlining its "raison d'etre", the Gaither Report. Then, I examine
the development of the Foundation's program in Economic Development
and Administration (hereafter EDA) under which it provided most
support to economics, paying particular attention to the inter-
action between the Foundation and the economics community during
the early stages of the program's evolution. There follows a
review of the main features of EDA activity till the program's
demise in the late 60's. -Section II, reflecting on issues in a
more general way, addresses the third set of questions.

Section I: Digging for Gold

The Gaither Report

Following the death of old Henry Ford in 1948, the Ford Foundation
inherited 90% of the shares of the Ford Motor Co., under the terms
of the wills of the patriarch and his son Edsel, who had died in

1943 (2). The previously small foundation which had hitherto
devoted its philanthropic attention to the Henry Ford Hospital in
Detroit, found itself with a greatly expanded endowment. At

agproximately $ 500 m, this was the largest aggregation, in human
history, of private wealth ever devoted to philanthropy and the
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decision of how to spend the dividends clearly merited close
attention.

On the advice of Ford family confidant, Dr. Karl Compton, then
president of M.I.T. and member of the Foundation's Board of
Trustees, a study committee was set up for the purpose of devis-
ing a strategy for the philanthropy, under the chairmanship of H.
Rowan Gaither Jr., San Francisco lawyer and formerly assistant to
Compton at the Radiation Laboratory at M.I.T. (3).

The Report of the Study Committee, or Gaither Report as it came to
be known, is a fascinating document, reflecting both the tumult of
cold war politics of the late 40's and the strong conviction of
American "men of affairs" that the U.S. had the ability, if not
indeed the obligation, to offer leadership in the economic and
social realm to the rest of the "Free World" (4). As the Marshall
Plan had demonstrated so well, properly directed financial aid
could have quick results and, with American opinion riding high,
there was a feeling abroad that the American model had much to
offer to the world.

As laid out in the Report itself, the aims of the Study Committee
were fourfold (5).
1. To define what is meant by "human welfare".
2. To consider "ways in which human welfare is most
thwarted" '
3. To propose programs to tackle above.
4. To define the operating procedure through which
the above programs could be pursued.

The purpose of the Foundation, as it was originally conceived in
1936, was to increase human welfare, but, as we have mentioned,
its efforts in this, or any direction, had been limited. Now, with
greater resources at its disposal, it had to be made clear what
improving human welfare actually meant. The Study Committee's
interpretation unambiguously reflected the geopolitical situation
confronting the U.S. at the time. Human welfare, the Report
authors claimed, was synonymous with the attainment of "democratic
ideals" :belief in human dignity; in personal freedom; in equality
of rights, justice and opportunity; in freedom of speech, religion
and association, and in self government as the best form of
government. Democracy, they believed, was "on challenge in the
world today" and "the relationship among human beings and social
organisations [was] heavily marked by tension and disorder". But
preparedness to respond by military action when "democracy is
threatened by war" was not enough. "If such a defensive attitude
is allowed.....we may grow like the thing we fight". It was
necessary to "press democracy forward by reaffirming its principles
in action. Without the resulting internal vitality and stability,
national security in the long run [was] unattainable". A part-
icular worldview clearly informed the deliberations of the early
Ford Foundation.



The committee identified the threat of war, problems of government,
the economy and education in a democratic society as the most
important problems of human welfare. The threat of war lay with
East-West conflict and this had direct implications for the U.S.
in both international and domestic contexts. First, America had
an obligation to present the U.S. model of democracy as a
desirable alternative to totalitarianism. "The ability of free
peoples of the world to resist totalitarianism......lies in their
continuous achievement towards democratic objectives", and their
faith in any order could survive "only when that order holds more
hope for the future, ....than does the totalitarian alternative".
Domestically, the threat of war would confer "enlarged authority"
on military leaders and legislative authorities and it would be
necessary to ensure that the principles of democracy were not
compromised under such circumstances.

As for governmental problems, the root causes were the shortage of
talented individuals pursuing careers in civil service, a lack of
popular participation in the governmental process and organis-
ational defects in government itself. The economic problems
received much fuller attention. In the economics realm, the
accepted "goals of a private enterprise system" were to achieve
increased economic stability, both at home and abroad with satis-
factorily high output and the highest possible level of con-
structive employment". Developments, then occurring, which impeded
progress here included the joint phenomena of increased industrial
concentration and growing governmental regulation and control.
Given the basic premise in economics that activity of many small
competitive units made for greatest efficiency, this merited
examination. The need to "discover the determinants of industrial
peace" was emphasised "in order to reduce the individual and social
losses involved in labor-management strife". Furthermore, stab-
ility in the U.S. economy was necessary for world stability and
peace: economic cycles here were seen to "jeopardize democratic
institutions throughout the world". Other issues included the
conservation of natural resources, achieving practical equality of
economic opportunity for the individual and increasing the level
of economic understanding among citizens.

Out of the discussion above, five Program Areas were designated
for the organisation of the newly-enlarged Foundation:

1. The establishment of peace.

2. The strengthening of democracy.

3. The strengthening of the economy.

4. Education in a democratic society.

5. Individual behavior and human relations

Area 3, strengthening the economy, is the concern of this paper,
for this was to develop into a large program intended to support
economic research, use the results for policy purposes and dis-
seminate research findings. Several questions are pertinent: what
was the Foundation's conception of the economics discipline? ; why
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did it single it out for attention of this sort and what did it
intend to achieve in so doing?

The Gaither committee made quite clear their view of economic
theorising and identified several encouraging trends in the
economics discipline of the time. They praised the testing and
validation of theory and welcomed the growth of statistical
techniques and data banks which facilitated such testing. They
urged, furthermore, that the results of such exercises be utilised
in economic policy and made available to the broader population.
The latter recommendation highlighted their intention of increasing
economic information available to all parties. Implicit here is
the view that once all groups were possessed of sanctified economic
knowledge, significant hitches in the functioning of the economy
would be removed. Verification of theories was advocated so that
inapplicable or untenable schools of thought would not prevail
"through the use of convenient but unrealistic abstractions". "Of
first importance is the expression of willingness by leading
economists to investigate basic theories, to subject these theories
to the acid test of verification, and, where evidence is lacking
, to get it at original sources" (6).

At the same time as advocating an empiricist approach, the Report
identified and encouraged what it saw as a trend towards

interdisciplinarianism in economics. There was a valuable role
for sociology and psychology, a need for coordination with and
awareness of what was occurring in other fields. Central to

validation of theory was the testing of the psychological
assumptions used by economists: "the study of economics [could] no
longer be carried on by professional economists alone". It 1is
worth bearing this sentiment in mind as we trace the evolution of
the economics program later. Finally, the growing "practice" of
economics was praised, i.e. the increased reliance on the advice
of economists by business, labor and government. This, it was
thought, would help "bring together the development of theory and
the solution of specific problems".

Out of all the above , the'greatest needs, it was concluded, were
for the validation of theories, old and new, and the more effective
use of verified economic knowledge. Once the stamp of verification
were given to theoretical knowledge, it should be widely dis-
seminated to all leaders and policy makers and utilised in policy
formulation. At an early stage, therefore, there was an emphasis
on the dissemination of economic education.

Why was economics singled out for particular attention? In a memo
from Rowan Gaither to Paul Hoffman, then president of the Found-
ation, in December 1950 (7), Gaither spoke of the immediately
ensuing economic and military mobilisation to respond to the threat
of communism in either continued cold war or "full-scale hot war".
Furthermore, the "fundamental elements of the ideological appeal
and international propaganda attack of communism are economic.
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Communism proposes to grant a better standard of living for the
mass of the people and asserts the exploitation of the working man
by capitalists.......[Hence] the need for pursuance of United
States policies of aid to other countries for the development of
economic and military strength in such a manner as to destroy the
propaganda effectiveness for the communists." The economy and
economic policy and doctrine were thus central to the designs of
the developing Ford Foundation. As shown above, the architects of
Foundation strategy had a strong faith in the economics dis-
cipline's methods and saw as necessary not a radical change in
approach but a strong nudge in the direction it was already moving.
The economics profession's public role in the U.S. had been growing
for the past thirty years and just four years previously, in 1946,
the Council of Economic Advisers (CEA) had been established, acc-
ording to economists "institutional standing....at the pinnacle of
national decision-making" (8). The Employment Act of 1946
institutionalized the role of the government in economic stab-
ilization, following the Keynesian success of the war effort. By
the late 40's, it was clear that demobilisation had not resulted
in a reversion to prewar stagnation, contrary to the expectations
of pessimists. Furthermore, in 1949, the second chairman of the
CEA, Leon Keyserling, in contrast with his predecessor Edwin G.
Nourse, brought in a more active approach towards policy matters
for the Council's economists, claiming for his group a role not as
mere ‘"neutral, scientific" advisors but as partisan public
advocates of Administration's programs, a partisanship which
"enhanced the Council's influence with the government of the day"
(9). That the Ford Foundation should focus on the economics is not
at all strange, given the tenor of the times. As it was put by
Marshall Robinson, later a key figure in the economics program, the
"bulge of bright and concerned young people who entered the field
in the depression years of the 1930's had been the analysts and
advisers for the economic successes of World War II and its
aftermath. They seemed able to understand what was going on, and
apparently when policy makers listened to them, the economy worked
better" (10).

What was the economics discipline expected to achieve ? In its
discussion of Area 3, the Committee proposed that the Foundation
help to "advance the economic well-being of people everywhere and
to improve economic institutions" for (a) a growing economy (b)
increased economic equality (c) improving the structure,
procedures and administration of economic organisations (d)
improving labor-management relations (e) achieving a balance
between freedom and control in economic 1life (£) improved
worldwide standards of 1living and (g) increasing the economic
understanding of U.S. citizens.

To give further focus to the future economics program, the
Committee posed four questions:

A."What are the fundamental principles and goals of our economic
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