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Case AbstractCase Abstract

The president of a leading foundation is faced with a difficult political situation in a foreign
country where the foundation has supported a university public administration institute for
ten years.  About to deny a request for renewal, the foundation learns that a government
official in the country has, perhaps intentionally, misinterpreted a foundation staff member's
statement and announced to the public that the grant is to be renewed.  Added to this is the
political pressure the U.S. ambassador in the country puts on his old friend, the president of
the foundation's board of trustees.  The case raises issues of the proper way to deal with a
culture whose values are different from one's own, the role of the board of trustees and the staff
in grantmaking decisions, the role strategic politics should have in a U.S. foundation's overseas
grantmaking, and the question of whether there is a moral obligation to insure that a program
remain in existence through continued grant support.
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Dr. Burton Grant was deeply troubled when he read the cable.

CABINET DELTALAND ACCEPTS CONDITIONS...STOP...GOVT OFFICIAL
ANNOUNCES GRANT RENEWAL...STOP...PLEASE ADVISE HOW
PROCEED...STOP...SIGNED RICHARDS.

"Now we're in for it!" Grant exclaimed.  "We never promised them a renewal!  Dr.
Maidee knows that, and yet he's publicly announced that we're going to renew!  Damn Richards
for letting him get away with it!"

Grant was president of Cutting Edge, one of the largest and most influential foundations
in the United States.  The foundation was pre-eminent in the size and quality of its programs
and unique in having a strong presence overseas.  Cutting Edge had played a leading role in the
repatriation of hundreds of European intellectuals at the close of World War II and currently
was underwriting the training of scores of Third World youth for future leadership.

Dr. Grant was noted as a skilled administrator who had instituted firm principles of
management and brought focus to the foundation's scattered programs.  His prior experience as
a state university president had prepared him well for his present role.  While somewhat
deficient in imagination, he had assembled a staff noted for the trait he lacked.  They were
innovative self-starters of whom he was proud.

 In a manner typical of large foundations, the officers of Cutting Edge normally made all
grant decisions and forwarded them to the board for rubber-stamp approval.  Program officers
were given considerable leeway in initiating and administering projects, and considering the
staff size (300) and world-wide mission of the foundation, it was impossible for the president to
know the details of individual programs.  However, Dr. Grant liked to be on top of the activities
of his staff so that nothing untoward would surprise him.  He made it a  practice wherever
feasible to sign off on proposals before they went to the trustees, and no major award was made
without approval by the board.

Imagine Grant's consternation, then, to learn that he had been blindsided by an
ambitious bureaucrat in Deltaland who had out-maneuvered Dick Richards, the foundation's
field officer there.  Richards and Maidee had been negotiating the renewal of a five-year grant to
the Institute of Public Administration (IPA) at Celestial University.  The New York officers were
hesitant about the program because of escalating costs and the suspicion that considerable sums
of money were lining the pockets of minor government officials.  Dr. Maidee (his honorary
doctorate was from Celestial University) had taken Richards' unofficial and purely informal
suggestions for improvement of the grant proposal to the prime minister, who had approved
the changes.  Thereafter Richards was shocked to hear Maidee announce at a luncheon of
foreign businessmen that the Cutting Edge Foundation had voted to renew support of IPA.
Thus Richards' hurried cablegram to headquarters.
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1964 was a heady time for Americans, when everything seemed possible to people of
good will despite the threat of communist expansion in Africa and Asia.  Colonialism was
coming to an end and democracy was in the ascendancy.  The challenge now was to halt the
spread of communism and prevent its rise among new nations emerging into statehood.
Technocrats and Peace Corps volunteers with missionary zeal were fanning out to Third World
countries to share the blessings of American technology.  USAID and private foundations were
engaged meanwhile in institution building, as exemplified by Celestial University's Institute of
Public Administration.

There appeared to be a natural partnership between Washington, academia, and private
agencies like the Cutting Edge Foundation.  Government could provide the brawn: big money
and military security; foundations could supply the brains: intellectuals from elite universities
and "seed money" for their experiments in institution building.  With links to academia the
Cutting Edge Foundation was able to recruit the finest minds to grapple with thorny problems
of international development and give professors ample funds to pursue their work.

Few doubted in those days that creation of a critical mass of western-educated nationals
would suffice to set the less developed countries on their course to a happy and increasingly
prosperous future in the community of democratic countries.  Accordingly the Cutting Edge
Foundation focused on developing a cadre trained in modern techniques of public
administration and economics, in the expectation that emerging nations would thus be
governed by the most talented and socially conscious of their younger leaders.  Such a program
would provide the brightest hope for economic stability and long-term growth.

Such was the rationale for the choice of Deltaland, a strategically located Asian country,
where for the past ten years the Cutting Edge Foundation had nurtured the Institute of Public
Administration as a training ground for this new breed of civil servants dedicated to the welfare
of their country as it evolved from decades of military rule into a full-fledged democracy.

The institute had grown well during the first grant period, but in the second phase there
had been evidence of slippage.  The mood of junior faculty had turned sour as top
administrators were granted special privileges.  The quality of students had declined, and many
talented graduates discovered that their new-found skills were little valued by the civil service.
Worst of all, Dr. Maidee, though not a member of the faculty, increasingly had assumed control
of the institute by virtue of his position as deputy director of the economic development board.
In a manner common to the traditional civil service of Deltaland, Maidee had secured admission
for relatives and friends irrespective of their qualifications, interfered in the selection of alumni
for graduate study overseas, and even played a role in faculty recruitment.

For these and other reasons it was by no means clear that the grant should be renewed.
Ten years is a long time to support any project, no matter how exemplary.  A third grant to the
IPA might make it overly dependent on foreign assistance and relieve the government of
Deltaland of its own responsibility to sustain the institute.  Furthermore, many equally
deserving programs would be passed over so long as Cutting Edge continued its commitment
to the institute.  On balance then, this seemed the appropriate time to move on to other projects
and test the institute's capacity to survive without foundation help.
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Prior to reaching this decision, however, headquarters had drafted a set of topics for
Richards to discuss informally with the dean and Dr. Maidee.  These had to do with staff
development, the tightening of accounting practices, and assumption of a larger share of
administrative costs by the economic development board.  These questions were not intended to
set conditions for renewal of the grant, nor did they commit the Cutting Edge Foundation to an
affirmative vote.  Dr. Grant had made that clear in his letter to Dick Richards, as did the latter to
Maidee.

"Don't worry, Dick, I'll take care of it," said Maidee over drinks at the nightclub where he
transacted business after hours.

Richards felt reassured until he learned that Maidee had asked the prime minister to
convene a special meeting of the cabinet to discuss the institute.  As a result of the cabinet
meeting Maidee was glad to assure Richards that all the "conditions" (Maidee's terminology)
raised by the foundation would be dealt with.

A few days later Richards received a luncheon invitation from Maidee to meet some
foreign businessmen.  In introducing Richards to the visitors, Maidee proudly announced that
the Cutting Edge Foundation would soon be renewing its grant to the Institute of Public
Administration for another five-year term.  Not knowing what to say, Richards made no
response, but hurried off to the TELEX as soon as possible.

That's where things stood when Grant received the cablegram.  Neither Richards nor the
Deltaland authorities were aware of an impending negative decision by the New York staff.
There was the slender possibility that Maidee had innocently misinterpreted the intention of his
conversation with Dick Richards to mean that the grant was in the bag, but knowing Maidee's
reputation for shrewdness Dr. Grant doubted that.  It was far more probable that Maidee had
seen an opportunity to put Richards and the foundation in a situation so sensitive politically
that they would not dare to call his bluff.

Dr. Grant hastily convened a meeting of senior staff, who despairingly reviewed the
foundation's options, none of which seemed promising.  Whatever the decision, even with the
best of luck the choice could only be the least of evils.

(a) First, they could simply communicate the message originally intended: namely that
after careful deliberation the Cutting Edge Foundation had determined that the time had come
to terminate its support of the Institute of Public Administration in favor of other pressing
needs.  The foundation was pleased with the progress of the institute in its first ten years and
congratulated Celestial University on its supportive role in building a center of excellence that
already was attracting graduate students throughout the region.  The foundation would not
have made this difficult decision had it not been confident of the institute's ability to attract
many other sources of support, including the government of Deltaland.

This approach would avoid the need to take matters to the board, whose limited time
and energy could be focused on exciting new foundation ventures rather than old familiar
retreads.
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Furthermore, a clean break with the institute would make it possible to respond to
several attractive international projects that had been put on hold due to the foundation's
obligation to the institute.  Several hundred thousand dollars annually could thus be devoted to
programs recommended by field staff in other countries. Also, this approach was consistent
with the foundation's stated goal to be the initiator but not the long-term funder of the
programs it supported.  Innovation rather than perpetual maintenance was the appropriate
posture for major philanthropies like Cutting Edge.

The disadvantage lay in the fact that it placed Dick Richards in a difficult position as the
foundation's field representative.  Would other nationals perceive him as an ingratiating but
powerless staff member unable to deliver at the home office in their behalf?

(b) A second option was for the foundation to close its eyes to the breach of professional
ethics of Dr. Maidee's and to proceed with the grant as if that had been the intention from the
start.

This would carry the advantage of maintaining good relations with government officials
in Deltaland and undoubtedly would fulfill the foundation's goal, at least in part, creating a
critical mass of well-trained public servants—perhaps even a number of "whiz kids"—badly
needed to turn the country around.  Even a few incompetent people in the crop of graduates
would be inconsequential compared to the numbers of dullards they replaced.  Like other
developing countries, Deltaland needed all the help it could get from men and women trained
in American techniques of public administration, and IPA would continue to provide them,
albeit of a lower quality.

However, there was a problem with this solution: the grant announcement would have
to await board ratification a month hence.  Thus there would be an embarrassing delay, giving
rise to doubts and rumors of all kinds in Deltaland.

Such action might also strengthen Maidee's position in the government and Celestial
University, feeding an impression that he would be quick to nurture, namely that Maidee had
an inside track to the New York office of the Cutting Edge Foundation and that grant-seekers
should deal with him rather than with the field staff.  This was hardly a scenario that Grant
wished to foster, either for the sake of the foundation or its  representatives.

c) Finally, the foundation could adopt Maidee's Machiavellian tactics and decline the
grant outside official channels.  Rather than formally terminating the grant in the customary
manner, the foundation could leak the bad news as an unsubstantiated rumor, preferably to
associates of Deltaland in a neighboring country.  This "report" could be followed up a few
weeks later, after the shock had worn off, with a gentle letter of regret announcing the
declination without reference to the rumor.

This "unthinkable" solution seemed at first obnoxious to the New York staff, but those
with overseas experience viewed it as a viable alternative.  More importantly, Grant himself,
who was experienced in the wiles of a university president, could see that this approach might
indeed be appropriate in a culture accustomed to dealing with delicate matters of diplomacy by
indirection and avoiding confrontation at any cost.  It delivered the message in a way that
would
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be understood, but without the direct rebuff that a written declination would deliver, and it
would avoid casting shame on the recipients.  No one would lose face, no one would have to
explain what had happened, because no one would really know. . . and no one would want to
ask.

In addition, Maidee would get the message that he did not have the Cutting Edge
Foundation in his pocket, and perhaps in consequence his colleagues would have less to fear
from him.

The difficulties in this approach were two:  First, it was out of character for an American
institution to do business in this manner.  Americans were known for their directness, their lack
of subtlety in personal relationships, and the bluntness with which they spoke the truth.  Such a
roundabout, not to mention devious, action in a seemingly minor case like this might have
wider repercussions in the diplomatic and military communities which were sensitive to the
image of American veracity.

Secondly, it meant that the institute might actually die, the object of neglect by the
government agencies most in need of it.  Despondent faculty might leave for more attractive
jobs elsewhere.  And the dream of building a regional center of graduate education on a par
with its western counterparts would have been abandoned through the personal pique of
unfeeling bureaucrats in their ivory tower in far-away New York.

But then, was it really the foundation's responsibility to be the sole guarantor of an
experiment in which the local government was ostensibly an equal partner even though the
major funds emanated in New York?

The staff debated long and hard on these alternatives, all the while becoming ever more
infuriated at Maidee, who had placed them in this dilemma.  And so they gradually reached
consensus to adopt the third approach.

A few days later rumors began circulating in Deltaland that something had gone wrong
with the IPA grant and that unexpectedly the foundation trustees had turned down the grant.
It seemed that staff arguments favoring renewal had been insufficient to change the mind of the
board, which had opted for support of new initiatives.

The reaction in Deltaland went according to prediction: bewilderment and dismay but
no overt objections.  It was accepted that occasionally foundation boards would exercise their
prerogative to vote down a staff recommendation.  This was just a matter of bad luck and not
the fault of their friend and advocate, Dick Richards.

Alas, the Cutting Edge Foundation had neglected to factor one other party into the
equation: the overbearing American ambassador, Mortimer "Puffy" Puffington, a charter
member of the Old Boy Network.  He liked to believe that all Americans in Deltaland were
under his command, and that none should deal with the host government unbeknownst to the
ambassador.

Puffington's imperiousness had increased in recent months because of secret military
negotiations between the U.S. and Deltaland.  Talks had reached a delicate stage in which the
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dependability of America as an ally was under question.  Would this unconscionable behavior
by Cutting Edge sabotage the treaty?  Why hadn't Burton Grant communicated with him before
arriving at this strange decision?  Why hadn't the ambassador's friends on the foundation board
asked him about the political risks involved in such a step?  Didn't they know there was a war
going on next door and that Deltaland was a crucial ally? The ambassador put through a long
distance phone call to Washington and spoke to his college classmate, Harry Monk, who was
chairman of the foundation's executive committee.

"Harry, this is Puffington in Deltaland."

"Hello, Puffy, I've been following your career with great interest.  Is there something I
can do for you?"

"Well, yes there is, Harry.  If it isn't out of bounds, may I ask you why the Cutting Edge
Foundation terminated its support of the Institute of Public Administration in Deltaland?  This
is a very sensitive area politically, you know, and your foundation's action has made a mess of
things for me and the American mission here!"

"I'm sorry to hear that, Puffy.  I don't think I understand what your problem is."

"The word out here is that the trustees overruled the staff and voted to decline the grant
renewal to the Institute of Public Administration of Celestial University.  That's worth several
hundred thousand bucks a year, you know, and the prime minister has a personal interest in it.
We have to pull together in these things, don't we?"

"I'm sorry, Puffy, I can't help you.  I never heard of it.  We haven't had a trustees
meeting in a month, and the question hasn't come before us for discussion.  I'll be sure to let you
know when it does."

"Did I hear you say you hadn't voted on it?"

"That's right, it hasn't been on any docket that I've seen."

"Well, you'd better look into it then, Harry.  And tell your president I'll have his ass if he
ever pulls one like this on me again."

"I'll see what I can do, Puffy."

"Let's have drinks at the Cosmos next time I'm stateside.  Nice talking to you again,
Harry," responded the ambassador as he slammed down the phone.

A week later Dr. Maidee called a press conference to announce triumphantly that the
Cutting Edge Foundation had doubled its grant to the IPA, which would now receive
accreditation as a university and move to its own campus.

Six months later Dr. Grant announced that, having accomplished his goals as president
of the Cutting Edge Foundation, he had decided to return to private life and pursue other
interests
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long neglected.  Privately he wondered what he could have done correctly in this
situation.  In a troubled mood of introspection he thought of Hamlet, and muttered to himself,
"To grant, or not to grant. . . that is the question."
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DISCUSSION QUESTIONSDISCUSSION QUESTIONS

A. Ethical issues surrounding management roles in a private voluntaryEthical issues surrounding management roles in a private voluntary
organizationorganization:

1. Was the president of the Cutting Edge Foundation, who had scores of
declinations to run past his board, ethically justified in declining the grant to
Celestial University without formal trustee approval even though such action
was merely pro forma?

2. Should the board chairman of Leading Edge have supported his president in a
difficult and ambiguous decision despite the pressure of his old buddy
Ambassador Puffington?

3. Taking into account the war going on next door to Deltaland, was Ambassador
Puffington ethically justified in using his position as the U.S. representative in
Deltaland to put pressure on a private American foundation to reverse its
decision?  Should the line separating public/private funding be drawn
differently in countries receiving U.S. government assistance, whether military
or economic?

B. Ethical issues regarding a private voluntary organization's role as a changeEthical issues regarding a private voluntary organization's role as a change
agent in societyagent in society:

4. When a PVO initiates and provides major financial support for a new program,
whether in the U.S.A. or overseas, has it a moral obligation to support the
project until it attains self-sufficiency, or is it justified in expecting others to pick
up the burden when it moves on to other interests?

5. How should an American foundation deal with corruption in a culture having
different standards than our own?  Should it close its eyes because of a
perceived overriding need for such a program?  Should it adopt an absolutist
position and refuse  support or withdraw it when there is evidence of
corruption?  Or is there a middle way that accepts small but not blatant cases of
gift-giving and "tea money," in which case, how small and how innocuous?

6. To what extent should American PVOs attempt to impose their standards and
practices on recipients overseas, particularly if the host country has an
authoritarian, anti-democratic government?

William L. Bradley
President Emeritus, Edward W. Hazen Foundation


