EMEMBER WHEN THE ATLANTA

Journal-Constitution pub-

lished a pathbreaking series

on racial discrimination in

awarding home mortgages?
The Color of Money won a Pulitzer' and
put juice into community-based organi-
zations, academics, and news papers
uncovering patterns of racial discrimi-
nation—or redlining—inbank mortgage
and home improvement lending prac-
tices. Just as the Home Mortgage Disclo-
sure Act (HMDA) requires banks to
report on their mortgages and loans,
should philanth ropic redlining in U.S.
phil anthropy be remedied by a mand a-
tory reporting regime?

A California-based advocacy organi-
za tion has prompted the California state
legislature to pass a bill designed to
compel large private foundations, much
like HMDA does for banks, to report on
their grantmaking to nonprofits that are
governed by predominantly racial and
eth nic boards and executive leadership.
As of this writing, the bill has passed
only in the House, not in the Senate.

Known as AB 624, the bill has ener-
gized foundations in the state and
nationally to come down hard on the
notion of compulsory reporting on
racial and ethnic grantmaking. Here we
ex amine the bill’s pros and cons and the
positions of the oppo sing parties and
suggest that the lessons learned from
this as-yet unfinished legislative battle
m ay be useful to promote more racial
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“Greenlining” Foundation
Grantmaking: Racial Equality
Reporting in California

by Rick Cohen

and ethnic equity in future found a tion
grantmaking.

While there may be shortcomings in
the legislation as drafted, AB 624 raises
important issues that foundations have
addressed largely th rough soft-s oap dis-
cussions of diversity and caring, but with
relatively little substantive progre ss. The
California legislation challenges found a-
tions at their core. Whom do foundations
serve? How does phil anth ropy address
racial and social ine quities for the bil-
lions of dollars currently in foundation
coffers and the future trillions likely to
flow in? AB 624 will ultim a tely be signed
or vetoed by the governor, but the under-
lying questions about foundations and
racial and ethnic equity remain unan-
swered.

Greenlining Philanthropic
Grantmaking

Based in Berkeley, California, the Green-
lining Institute has a 15-year history of
supporting efforts to increase invest-
ment in low-income and minority neigh-
borhoods. Nationally known for its work
in challenging banks on redlining prac-
tices, Greenlining has crafted Commu-
nity Reinvestment Act (CRA)
a greements with major fin ancial institu-
tions such as Wachovia and Merrill
Lynch. It has similarly ch allenged corpo-
rations and government agencies on
their attentiveness to racial and ethnic
diversity, generating “diversity score-
cards” for bank boards, University of

California medical school faculty, and
the partners of California’s 20 largest
law firms.

In 2005, Greenlining generated a
diversity report card of sorts for founda-
tions. Fairness in Philanthropy ex am
ined the grantmaking to minority-led
organiza tions by 49 found ations. Minor-
ity-led organizations are defined by the
following: “whose staff is 50 percent or
more minority; whose board of direc-
tors is 50 percent or more minority; and
who semission statement and charitable
programs aim to predominantly serve
and empower minority communities or
populations.”

Fuairness in Philanthro py’ caught the
attention of California assemblyman Joe
Coto, under whose leadership the state’s
black, La tino, and Asian/Pa cific Islander
legislative cauc uses convened a hearing
on the topic.

Investing in a Diverse Democracy,a
2006 follow-up report by Greenlining,
concluded that in 2004 a sample of
“national independent foundations”
gave on ly 14.7 percent of grant dollars
and 7.7 percent of grants to minority-led
organizations. California foundations
awarded 4 percent of grant dollars and
11.7 percent of grants. Some funders in
the Greenlining sample suppo sedly
made no grants to minority-led organi-
zations, and overall totals would have
been greatly reduced were it not for the
$535 million grant of the Bill and
Melinda Ga tes Foundation to the United
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Negro College Fund .* Subsequently, and
much to the consternation of California
and national foundations, Coto intro-
duced the legislation calling for manda-
tory racial and ethnic reporting on
foundation grants.

There is little debate that racial and
ethnic minorities have not garnered sig-
nific ant proportions of found ation grant-
making. The Applied Research Center’s
Short Changed report described the
incre asing gap between the growth of
overall U.S. foundation giving and the
proportion targeted to racial and ethnic
minorities.’ It noted that among “organ-
izations that promote justice and equity
for immigrants and established commu-
nities of color . . . funding streams for
many such organizations have been
reduced to a trickle in recent years.” Over
the past few decades, racial and ethnic
“affinity groups” of foundations have
decried shortfalls in grantmaking to their
constituencies, such as the recent report
from Asian Americans/Pacific Isl anders
in Philanthropy (AAPIP), which under-
scored the disparity between an AAPIP
popul ation that accounts for 4.5 percent
of the U.S. population but only 0.4 percent
of foundation grantmaking.®

The issue is not whether there should
be concern about philanth ropic atten-
tion and commitment to racial equity in
foundations’ grantmaking and opera-
tions. It is whether AB 624 will bring
progress to the sector in terms of
increased racial equity or whether it
instead sidetracks philanthropy into
unproductive metrics and onerous
reporting requirements.

AB 624's Foundation Coverage

The proposed legislation would apply to
private foundations (as defined by
federal tax law), including corporate
foundations and perhaps community
foundations (if they fit under the unde-
fined term “public operating founda-
tions”) if they have assets of more than
$250 million and are located in Califor-
nia. As of 2005, the list of covered foun-
dations would number approxim ately
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two dozen.’

Despite the focus on foundation
grantmaking to racial and ethnic
minorities, the inclusion of large-asset
operating foundations that make few
grants leaves out many large founda-
tions making grants to California organ-
izations. Despite the state’s large
foundation sector, 17 of the top 50 (and
three of the top ten) grantmakers to Cal-
ifornia nonprofits are not located in Cal-
ifornia, notably the Bill and Melinda
Gates Foundation and the Ford Found a-
tion, among others.* Were the statute to
pass, many of the large private and cor-
porate foundations likely to be man-
dated to comply with the statute
operate nationally rather than simply
within the state. So a partic ul ar found a-
tion might make substantial grants to
minority-led organiza tions outside the
state but almost none within it.

The requirements for reporting also
exclude foundations’ non-U.S. grant-
making. Following September 11, the
Iraq war, and international disasters
like the tsun ami in Southeast Asia, phil-
anthropic grantmakers and all charita-
ble givers have been encouraged to see
beyond nation al bound aries. Beyond the
exclusion of international grantmaking
per se, what actually constitutes “inter-
national” in the twenty-first century?
Would grants to entities such as the Save
the Children Federa tion (loc ated in Con-
necticut) or the United Nations Fund for
UNICEF (in New York) count as domes-
tic (because they are located in the
United States) and therefore within AB
624’s purview, or are they international
because they either regrant the funds to
non-U.S. entities or use the monies to
operate overseas? As drafted, the bill is
thus caught in a geographic no-man’s
land, focused on grantmaking to racial
and ethnic communities and organiza-
tions, but potentially excluding major
categories of grantmakers inside and
outside the state as well as certain
kinds of international grantmaking.

AB 624's Mandated Reporting
In its journey th rough the California leg-
islature, the scope of AB 624 has been
whittled down. But as of February 2008,
the bill called for foundations to report
information in three categories:
¢ “The number of grants and percentage
of grant dollars awarded to organiza-
tions serving ethnic minority commu-
nities and lesbian, gay, bisexual, and
transgender communities”;
“the number of grants and percentage
of grant dollars awarded to organiza-
tions where 50 percent or more of the
board members or staff are ethnic
minorities or are lesbian, gay, bisex-
ual, or transgender”; and
“the number of grants and percentage
of grant dollars awarded to predomi-
nantly low-income communities.”
Under the label of “diversity,” found a-
tions would also be required to post the
information on their Web sites and
include it in annual reports.

Foundations in California and nation-
ally have ob jected to these reporting
requirements, arguing that the data col-
lection is co stly and burdensome, divert-
ing funds to pay for compliance with the
legidlation that could otherwise go to
the se grou ps. Others contend that this
reporting requirement is an improper
invasion of government regulation over
private funds, conveniently forgetting
that found a tion assets are tax-exempt
dollars, entrusted by the public to foun-
dations’ stewardship and distribution
for the public’s benefit). Still others hint
darkly that the enactment of AB 624 will
spur found ations to pack up and move
out of California.

In the opposition to AB 624, a recur-
rent theme is that the legislation’s
required reporting in va des the priva cy
of grantmakers and grant recipients. In
practice, however, many foundations
routinely require grant applicants
to report on their ra c ial and eth nic com-
position. Grantmakers of We stern Penn-
sylvania, for example, uses the Common
Grant Application Format, which specif-
ically asks applicants to list officers and
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directors for their “diversity spread”
(i.e., age, gender, and race),” and Asso-
ciated Grant Makers, the regional asso-
ciation in Massachusetts, uses a
reporting process that includes a diver-
sity data form to classify the race and
ethnicity of board members, staff, and
volunteers.”"

Historically, found ations have re sis-
ted most reporting efforts as unneces-
sarily burdensome and costly. With the
Tax Reform Act of 1969, foundations
fought the prospect of increased report-
ing furiously, but in retrospect had to
acknow led ge that the 1969 standards
resulted in less abuse and higher levels
of foundation grant distributions.

Supporters of AB 624 cite a different
precedent for the legislation: the 30th
annivers ary of the Community Reinvest-
ment Act. Three decades ago, banks were
adamantly opposed to the enactment of
CRA, warning of dire consequences for
residential lending practices. But today,
m ajor banks begrud ging ly accept CRA
as a positive contribution to banking
practices. The Home Mortgage Disclo-
sure Act of 1975 provides the statistical
basis for making CRA a potentially useful
tool, which Greenlining uses in its suc-
cessful CRA work and cites as a “good
example” for comparison with the Cali-
fornia bill."" But is it really?

HMDA compels banks to provide loan
data so that regulatars and the public
can determine whether financial insti-
tutions meet the housing credit needs of
their communities by generating a
“picture of how geographic lending pat-
terns vary depending on the income
status and/or racial/ethnic make-up of
neighborhoods.”"> Advocacy organiza-
tions such as Greenlining and ACORN
use HMDA data to determine whether
banks have engaged in racial discrimi-
nation or neighborhood-based redlining.

But the HMDA parallel with AB 624
is tenuous. HMDA gets at the racial and
ethnic minority end users of bank
lending, not whether bank lending goes
through organizations that are minority
led. In contrast, AB 624 calls for track-
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ing not only the racial and eth nic com-
position of the beneficiaries of found a-
tion grants but also the extent to which
foundation grants go to organiza tions
led by people of color. Is the implicit
assumption that minority-led organiza-
tions produce better results for their
constituenc ies? Perhaps. But as CRA
evaluations have shown, while many
minority banks are committed to rein-
vesting in their communities, not all are
automatically top-level CRA perform-
ers.” Being a minority-owned bank does
not automatically mean that lending
practices will be significantly more
community oriented than the practices
of other banks.

Therein lies the problem of AB 624’s
emph asis on foundation grant m a king to
minority-led organizations. A founda-
tion, for example, might make substan-
tial grants to organizations whose
governing board or staff is minority, but
these organizations might not have
much program emphasis on serving
racial or ethnic minorities. Moreover,
grants that go to organizations opposed
to the racial and ethnic priorities of the
Green lining Institute, such as Ward Con-
nerly’s California-based American Civil
Rights Institute (whose slogan is “Race
has no place in American life or law”),"
would count in the racial and ethnic
column.” In other words, the racial-
Jjustice content of the grantmaking or
the grant recipient organization is not a
relevant factor.

Green lining defends AB 624 as simply
ameasure to promote found a tion trans-
parency on racial and ethnic grantmak-
ing, not a requirement that foundations
do more or meet a targeted benchmark.
But foundations see the bill’s call for
mand ated transparency as a value jud g-
ment that their grantmaking to minor-
ity-led organizations and communities
is insufficient and should be increased.
In foundation grantmaking, the needed
measures are not simply which interme-
diaries receive funding, but rather
whether the funding empowers commu-
nities to redress institutional and socie-

tal ine quities. In addition to data on who
receives found a tion grant doll ars, phi-
lanthropy needs a more robust set of
measures tied to affirmative strategies
to promote racial equity.

The Importance of Metrics

The shortcomings of AB 624 should not
be construed as letting found ations off
the hook for determining who benefits
from their nearly $40 billion in annual
grantmaking and whether this grant-
making contributes to racial and ethnic
equity and soc ial justice. The example
of Ward Connerly underscores the need
not to eschew racial and ethnic metrics
but to ensure that philanthropy is
accountable for what it delivers in
return for federally tax-exempt funds.

After successfully rolling back some
aspects of affirmative action in Michi-
gan, California, and Washington, Con-
nerly recently announced efforts to
place similar voter initiatives on the
ballot in Colorado, Arizona, Miss ouri,
Nebraska, and Oklahoma.'® Connerly
understands the importance of generat-
ing empirical measures for the progress
of institutions and of society toward
racial justice. Measures provide bench-
marks against which progress on social
issues can be gauged. By dod ging the
publicly reportable, the philanthropic
sector falls prey to the Connerly vision.
If you can’t count it and report it, ulti-
mately you won’t address it.

Known as Proposition 54, Connerly’s
Racial Privacy Initiative in California
would have banned state government
from collec ting in formation aboutrace,
ethnicity, or national origin other than in
very limited circ umstances. Many of the
California foundations that have been
most vigorously opposed to AB 624 fought
against Connerly’s proposed ban on col-
lecting racial and ethnic information,
making their stance on AB 624 look more
self-serving th an principled. A Compass-
Point survey of California foundation
program officers as well as interviews
with foundation executives indicated
concern about the implications of Propo-
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What does hard researchindicate about the greater efficacy of minority-
led organizations serving their communities? This is the implicit question
of AB 624, which is not answe red by the generic response that “diverse”
organizations are more effectiveor innovativeentities.” Even if the equa-
tion “Diversity yields innovation and effectiveness” is correct for generic
nonprofits, are racial and ethnic minorities—and other disenfranchised
populations—wal represented by white or“diverse”organizations,or s it
important for people of color to speak for themselves?

While the research may not address this question of empowerment
clearly, we kn ow one thing: The nonprofit sector is hardly as diverse—at
least in racial and ethnic terms—as the population of the United States,
whose workforce is nearing majority-minority status and whose entire pop-
ulation could reach that point as soon as 2050.

In 2005 the Urban Institute conducted a stratified random sample of
nonprofits that had filed Form 990s with the IRS and garnered more than
5,100 responses for a 41 perce nt response rate. In terms of the less-than-
diverse composition of those governing tax-exempt 501(c)(3) organiza-
tions, the findings on the racial and ethnic composition of nonprofit boards
arestunning. He re are the highlights:

- The ave rage nonprofit board is 86 perce nt white, the median nonprofit
b oardis 96 perce nt white.

- Onaverage, 7 percent of board members are African American and
3.5 perce nt Latino (leaving approximately 3.5 perce nt for all other non-
whitepopulation groups).

« Morethan half of all boards are composed of ent i rely non-Latino white s.

- Even in metropolitan areas, which have more diverse populations,
45 percent of nonprofit boards are all white; outside of metropolitan
areas, they are 66 perce nt white.

- Among nonprofits whose service population is more than 50 percent
African American, 18 perce ntreport no Afrian-American board members;
for servicepopulations that are 25 perce nt to 49 percent African Ameri-
can, 36 percent report no African-American board members.

« For nonprofits with service populations that are more than 50 perce nt

Latino, one-thirdhave no Latino board members; for those serving pop-
ulations that are 25 percent to 49 percent Latino, more than half have
no Latino board members.

Despitethe substantial response to the survey, the datareflects only a
small proportion of the total number of nonprofits in the United States. On
the other hand, given that these nonprofits had the motivation to respond
to the survey, one can only imagine the even weaker picture of the racial and
ethnic composition of decision makers for the total U.S. tax-exempt sector.”

Other data on the proportion of nonprofit organizations that are led by
people of color reflects the ra ce and ethnicity of only executive directors
and raises questions. While the nation’s nonprofit ommunitydevelopment
corporations (CDCs), forexample, tra ce their origins in part to the Title VII
nonprofits of the late 1960s, beginning with people-of-color-led groups,
today’s community development corporations are led by predominantly
nonminorities. The 2005 census of Community DevelopmentCorporations
classified 69 perce ntof CDC exe cutive directors as white, 22 perce ntAfrican
American, 7 perce nt Latino, 1 perce nt Asian American, and 2 perce nt Native
American or Aaskan.”

Perhaps these statistics simply reflect the changing demographics of
(DCneighborhoods that are no longer as dominated by racial and ethnic
populationsBut in thecommunity developmentindustry, observers con-
sistently ex p ress concern about the inadequate numbers of leadership posi-
tions filled by people of color.

The current foundation debate surrounding “diversity” conflates “diver-
sity” with inclusiveness and implicitly assumes that worthwhile, effe ctive
nonprofits“affirm . .. human diversity in many forms,encompassing but not
limited to ethnicity, race, gender, sexual orientation, age, economic circum-
stance, disability, geogra p hy, and philosophy.”” Across the sector, diversity
and inclusion are mom-and-apple-pie concepts. And for marginalized or dis-
enfranchised communities, this reflects a need for political power, which
requires authent i cally onstituent-led, constituent-g overned organizations.
But while the amorphous way in which foundations use the term diversity
may be politically palatable,it's increasingly devoid of meaning.

sition 54. Eighty-four percent of found a-
tions considered race, ethnicity, and
nation al origin of grant applic ants’ clients
or constituents as part of their grantmak-
ing decisions, and three-fourths of
respondents expre ssed concern about a
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ban on collec ting racial and ethnic data
regarding its implications for foundation
strategies, investment priorities, and
impact measurements."”

The Leadership Conference on Civil
Rights expre ssed the ra tion ale for oppo-

sition to Proposition 54 and why founda-
tions ought to understand the implic a-
tions of their opposition to the bill:
“Without data collec tion, [Proposition 54]
would damage the state’s ability to
addre ss dis parities by race and eth nicity
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in discrimination and hate crimes,
health care and disease patterns, and
educational resources and academic
achievement.”"®

Conserva tive nonprofit and philan-
thropic groups such as the Phil anthropy
Roundtable and the Alliance for Chari-
table Reform have been outspoken in
their opposition to AB 624, but they are
from the same ideologic al stre am from
which Connerly’s initiatives flow. In
s ome cases, they suggest that oppo si-
tion to the bill should be consistent with
opposition to affirmative action and
other “liberal” strategies that have
addressed our nation’s racial problems
over the years.”” Moderate and liberal
foundations do themselves a disservice
by allowing conservative funders to run
interference for the phil anthropic sec tor
when instead they should stand up for
the need for robust and meaning ful data
collection to advance the causes of
racial and ethnic justice.

Foundations such as the Annie E.
Casey Foundation™ and the Ford Founda-
tion have repeatedly made the case for
collec tion of racial and ethnic data on
beneficiaries in foundation grantmak-
ing.?! Soft-soap palliatives to the Califor-
nia legislature, such as the promise of the
three California regional grantmaker
associations to conduct new rese arch on
how to strengthen grant support for
minority-led organizations, seem uncon-
vinc ing and paltry. They simply buy time
rather th anrecognize the legitim a te con-
cerns in the California bill.

The Future of AB 624

As this article goes to press, we learned
that the California state senate’s Busi-
ness, Professions and Economic Devel-
opment Committee held a hearing on
May 12 on the propo sed legislation to
require foundations to report on their
raciad and ethnic giving and compo si-
tion. The committee chairperson,
Senator Mark Ridley-Thomas, cho senot
to call for a vote, asking that the authors
of the legislation—presumably the Green-
lining Institute—work with found ations
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to find mutu ally acceptable legislative
language.

In the meantime, the Council on Foun-
dations continued its strident opposition
to the bill, with several panels devoted to
diversity at its May annual conference.
But there were a couple of surprises. At
a plenary session on the last day of the
conference, a representative of the Jessie
Smith Noyes Foundation announced its
endorsement of the legislation, particu-
larly the issue of grantmaking to minor-
ity-led organizations. And Congressm an
Xavier Becerra reaffirmed what he told
the Nonprofit Quarterly in the spring
2008 issue that Congress will be looking
at how much the grantmaking of foun-
dations benefits ra cial and eth nic minori-
ties.

The anti-AB 624 foundations have hired
heavyweight California lobbyists to work
the halls in Sa cramento to convince the
legisl ature to pull or reject the bill. If that
doe sn’t work, the lobbying could reach
Governor Arnold Schwar zenegger for a
veto. With ample foundation oppo sition
to the bill and grantee reticence to say
much about the legislation contrary to
their funders’ positions, the bill may not get
much further, potentially even being
wrapped up by mid-June. But what
happens then? Are the issues underlying
AB 624 buried under an aval anche of con-
sultant studies, foundation decl arations
of their appreciation of the value of diver-
sity, and a few strategically placed grants?
The foundation sector would be well
advised to view AB624 as a wake-up call
for serious attention to ra cial equity.
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Foundation Governance

California’s AB 624 is aimed not only at foundations'reporting on their
grantees butalso at their own top staff and board members'diversityby race,
ethnicity, gender, and sexual orientation. The limited available information
on the staff and board composition of foundations suggests that, even with
some improvement over the years in philanthropic “diversity,” the billions of
dollars of foundation wealth are subject to the decision making of boards that
do not reflect the increasing racial and ethnic diversity of this nation:

Who Governs U.S. Foundations

As the table below demonstrates, the proportion of African-American
members of foundation boards is much lower than for Fortune 500 corporate
boards.*

Percentage of Percentage of
Foundation Fortune 500
Racial Group Board Members Board Members
White 87.7 86.6
African American 6.7 9.1
Latino/Hispanic 33 32
Asian/Pacific Islander 1.5 1.1
Native American 0.5 0.1

But larger foundations (with assets of more than $250 million) do somewhat
better in terms of diversity than do smaller foundations” with African Amer-
i cans comprising 11.1 perce ntof board members for large foun dations versus
6.0 percent for smaller ones.”

Who Runs U.S. Foundations

Statistics on foundations responding to Council on Foundations surveys show

disproportionately few foundation jobs held by minorities, a trend that only

worsens for higher-level positions.

« Forall full-time paid foundation staff, 76.8 percent were white in 2006, a
slight decrease compared with 77.2 percent in 2005.

« Of paid foun dation staff, blacks comprise only 11.4 perce nt, barely up from
11.1 percentin 2005 (when only 2 perce nt of full-time paid foundation
staff we re black males). Latinos account for 5.7 percent, down from
5.9 percent, while Asian/Pacific Islanders account for only 4.8 percent in
2006 and 2005.

« Forprogramofficer positions, only 4.2 percent were black men, compared
with 12.8 perce ntblack women, 16.3 perce ntwhite men, and 52.4 percent
white women. Other ethnic and racial groups also lag in employment as
program officers: Hispanic men, 3.0 perce nt; Hispanic women, 4.3 percent;
Asian/Pacific-Islander, women 3.8 perce nt; and Asian/Pacific-Islander,
men less than 1 percent.

«For chief executive officers and chief giving officers 1 percent were black
men and 1.8 percent we re black women, compared with 41.8 percent
white men and 51.8 percent white women.”

No statistics exist on the socioeconomic demographics or, more broadly,
the socioeconomic status of foundation board and staff members. When it
comes to running institutions controlling huge concent rations of wealth, are
ra ceand ethnicity more or less important than gender, sexual orient ation, or
class in explaining foundations grantmaking priorities? At least one study
suggests that staff and board diversityfollowa foundation’s decision to focus
grantmaking on communities or issues of ‘marginalized populations; not the
other way around.”

Thereis no question that the concentration of philanthropic wealth under
the control of nonminorities reflects the racial and ethnic divides in our
society. But the anomaly in AB 624 is that it implicitly sets a higher value on
foundation giving to minority-led organizations, notwithstanding that giving
institutions are probably less racially, ethnically, and gender- and orient a-
tion-diverse than recipient nonprofits. It is a policy conundrum for both the
proponents of AB 624, who advocate governmental intervention and
mandate, and the defenders of the foun dation status quo, whose diversity
approachesreflect a framework of “valuing” diversity but do not alter the
power relationships within institutional philanthropy.
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for the goose good for the gander? Let us know
at feedback@npqgmag.oig. Reprints of this
article may be ordered from http://sbre.non-
profitquarterly.org, using code 150212.
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