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The Quasi
Nongovernmental

Organization

IN recent years there has appeared on the American scene a new genus of

organization which represents a noteworthy experiment in the art of gov-

ernment. Lodged, through the normal process of legal incorporation, in the

private sector of society, this new entity has in many respects the counte-

rance of the r,._ ate, nonprofit enterprise and even some of the characteris-

tics of the true voluntary association. Yet it is financed entirely, or in large

part, by the federal government, it was created as the result of federal legis-

lation or other governmental initiative, and it serves important public pur-

poses as an instrument of "government by contract." We may call it the

quasi nongovernmental organization.

What precisely is this new creature? Why has it come into being? What

unique purposes does it serve? Why is it quasi nongovernmental? What is

its probable future?
These are questions that have on the whole been little considered. They

should interest anyone who is concerned about the future of private institu-

tions in our society. They should also intrigue anyone who is concerned

about howindeed whethercur national government can remain an

effective force in the face of the mounting complexity and increasing extent

of the problems with which it must grapple. For this new social form has,

like previous inventions such as the government corporation and the govern-

ment foundation, come into being not for capricious reasons but because it

is an indispensable response to new conditions. Our society needs it and

accords it an honored, if indeterminate, place among our panoply of na-

tional institutions. What is different about this new development, however,
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is that although it stems from government, it is not, like its predecessors,

located within government. And, therefore, it raises some novel questions.

Quasi nongovernmental organizations seem to be principally a phenom-

enon of the past two decades. How many of them there are now or how

much money government spends through them annually, no one knows for

sure because of the difficulty of defining the genus precisely and because of

the lack of any centralized information about it. The genus would, how-

ever, seem to include the following distinct and quite different species:

several dozen so-called "not-for-profit corporations" providing advisory

and other services to the Air Force, Navy, Army, Department of Defense,

Atomic Energy Commission, and National Aeronautics and Space Admin-

istration; a small number of agencies related to the Department of State or

the Agency for International Development providing educational, informa-

tional, cultural, and technical assistance services overseas; a score of regional

educational laboratories sustained by the United States Office of Education;

and about three-quarters of the more than 1,100 community action agen-

cies, which receive most of their support from the Office of Economic Op-

portunity. The list would also include the limited group of organizations

which have until recently been wholly supported by the Central Intelli-

gence Agency.
Probably not yet to be classified as quasi nongovernmental organizations

are many additional agencies which, unlike the ones just described, have

genuine origins in the private sector but which in recent years, with large-

scale government financial support, have increasingly become instrumen-

talities for carrying out public purposes. These agencies are found in the

fields of health, welfare, and education, in the internationa: area and in

other domains. If the special relationships which ley are developing with

government become appreciably closer, they too will be denizens of the
halfway house between government and the private sector already occupied

by the quasi nongovernmental organization. One must, therefore, keep
these additional organizations in mind as potential recruits to the new

genus.

Characteristics

The quasi nongovernmental organization has many of the attributes of

the true private organization. Typically, it has a board of trustees or direc-

tors that is supposed to govern it and that, in theory, is ultimately responsi-

ble for its affairs. The members of its staff are private employees, not civil
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servants. It is not housed in a government building or located on federal

property. Its employees are in most instances free from security clearance

except when working on classified government business. In theory, it de-

termines its own program and carries this out as it sees fit. Frequently, it

receives some, though usually limited, financial support from sources other

than the federal government. It may, occasionally, even extend the privi-

lege of membership in itself to individuals meeting certain qualifications,

thus giving it the appearance of the voluntary association. Lastly, as we

have seen, it is legally incorporated as a private institution, and it enjoys

tax-exempt status.
But the quasi nongovernmental organization has other characteristics

which seem to deny it a place in the tradition of voluntary associations in

American life or, indeed, fully in the private sector at all. Most importantly

it was created as the result of federal legislation or administrative action in

Washington, rather than on the initiative ofprivate citizens. It is dependent

financially for its very existence on Congress and the particular federal de-

partment, agency, or service to which it is related. The accounts it keeps on

its federal funds are examined not only by private but also by government

auditors. It may, indeed, even be subjected to a searching investigation of

its books by the General Accounting Office on the order of a member of

Congress. Its most active channel of authority, therefore, tends to run be-

tween its paid staff and a Washington bureaucracy, and its program is

likely to be heavily influenced by Washington's needs, regulations, and

whims of the hour. At bottom, its freedom of action, compared with that of

a truly private organization, is considerably restricted because the necessity

for public accountability is built into its very nature.

In the circumstances, the quasi nongovernmental organization is un-

likely to be able to put down a deep and vigorous root system in private soil.

However fine an organization it is and however useful, it remains an exog-

enous growth, never entirely accepted as either truly voluntary or fully

private.

Reasons for Existence

The existence of each type of quasi nongovernmental organization has at

one time or another been seriously called into question. And yet in each in-

stance there was a convincing basic reason for its establishment. An urgent

national need had been identified that no other institution in the society

was meeting, or, seemingly, could meet.
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In the case of the "not-for-profits," the defense establishment, responding

to new scientific and technological challenges, needed two products which
it could neither develop in house nor buy from private industrial firms.
These were, first, certain specialized technical skills derived from a scien-
tific, scientific-engineering, or social science knowledge base and, second,
highly specialized advice given with absolute objectivity. The capacity of
the "not-for-profits" to pay salaries higher than those which government
could offer of course enhanced their ability to attract particularly well-
qualified personnel.

The regional educational laboratories were a governmental response to
growing public awareness of failure in the nation's educational system. In
theory, it would have been possible simply to give the funds to university
schools of education for additional research of the type they were already
doing. Their research record, however, was considered sufficiently question-

able to make this an unpromising alternative. While it was clear that uni-
versity scholars from many disciplines would have to participate in a new
national research effort in education, it was also clear that some new
mechanism was needed as a base for the effort, a mechanism in which a
number of resources not previously directed towards the problems of our
educational system could be brought together. The independent nonprofit
corporation was considered to be the best device for the purpose.

In the case of the CIA-sponsored organizations, a national need had
appeared in the early fifties for some means through which American in-
tellectuals could make their presence felt, and have their arguments for a
free society heard, in the confrontation that had developed with the Com-
munist camp. It was obvious that the Communists were organizing a vari-
ety of intellectual activities around the world aimed at winning uncom-
mitted people to their side. We had to do the same, and yet we had no
effective means at hand for the job.

One possibility would have been to use government funds openly to ex-
pand existing government educational and cultural exchange programs,
but there were members of Congress and others in government who doubted

the wisdom of such a course. Equally important, however, was the view
held then within government that the United States, having private institu-
tions, should use them in the struggle against totalitarianism because their
very involvement would be an advertisement for a free society such as ours.
The problem, however, was that in a number of instances we lacked pri-
vate agencies with the appropriate mission and competence.
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So the expedient of using CIA funds to create new private organizations

specially for the purpose (and in some cases to subsidize existing agencies)

was adopted. It was in the circumstances a quick, imaginative, and effective

solution to a serious problem. But it was a solution that was bound in time

to become embarrassing because of the incongruity of covert financing with

the nature of free intellectual institutions. The need, however, for communi-

cation with intellectual and artistic leadership throughout the world re-

mains, and, as before, it will have to be met very largely by government

fundsbut this time given on an open basis and by a more appropriate

agency of government.
Sponsorship by the Agency for International Development and its prede-

cessor agencies of new private organizations to provide technical assistance

to developing countries came about for the straightforward reason that, in

the administration of the aid program, there proved to be a distinct need for

certain specialized kinds of services that no existing private agency or uni-

versity was able to provide and that could not be developed as economically

or efficiently within the governmental bureaucracy itself.

In the case of the community action agencies sponsored by the Office of

Economic Opportunity, there was, again, a pressing national need not

being met. This need was to develop an understanding of the causes of

poverty, the will to attack it, and the capacity to do this on the basis of a

broad participation of all elements in the community, including the poor

themselves. The job was simply not being done by existing public and pri-

vate agencies, nor was it thought, could it be; they were considered too
fragmented in their approach and too set in their ways, and they were also

seen as being too middle-class, too white, too paternalistic, and too alien to

be acceptable to those who were most deeply mired in the "culture of
poverty." Clearly, the solution was to create a wholly new kind of mechan-

ism to deal with the problem, the community action agency, and in most

instances the most workable form for this to take proved to be that of a pri-

vate, nonprofit agency heavily supported by federal funds.

The quasi nongovernmental organization has, therefore, been estab-

lished to fulfill a number of specific purposes. These may be summarized

under three general headings: to meet government's need for specialized

services not elsewhere available, to provide it with independent judg-

ment, and to offer it the kind of flexibility required for fresh solutions to

complex and novel problems. Each of the quasi nongovernmental organiza-

tions has had, in varying degree, these basic purposes. And in every case it
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has been deemed essential to achievement of the purposes, not only that a
new organization be created, but that it be located in the private, non-
profit realm of American life.

The Voluntaiy Association

To understand why the quasi nongovernmental organization can never
be fully integrated into the voluntary tradition in American life, we need to
reflect for a moment on the characteristics of the true voluntary association.
The term itself is elusive. Theoretically, it includes not only all kinds of
private enterprise, both nonprofit and for profit, but even the institutions of
a democratic form of government as wellin short any activity by private

citizens undertaken in concert and on their own volition. A more usual
definition, however, and the one we are concerned with here, restricts the
term to private, nonprofit activities, that is, action outside the initiative and
authority of the state but not in the profit-making sector. This definition can
include such diverse enterprises as religious organizations, political parties,
trade unions, private educational institutions, voluntary hospitals, private
museums and libraries, professional associations, mutual insurance com-
panies, cooperative savings and loan associations, foundations, research
organizations, fraternal societies, social clubs, and so forth. (Sometimes use

of the term is restricted even further to apply only. to nongovernmental
service organizations in such fields as health, welfare, and recreation. These
organizations, however, are then usually referred to as "voluntary
agencies.")

Those who have studied voluntary associations in American life have
maintained that they seem to satisfy two basic social needs. They offer the
individual an opportunity for self-expression, and they provide a means
through which he can promote his interests or beliefs, or satisfy his altruistic

impulses, by way of collective action. Thus, most voluntary associations fall

into one of two types, the expressive and the instrumental, or in some cases
represent a combination of the two. An example of the former might be an
amateur choral group; of the latter, a national health agency; and of a mix-

ture of the two, a national sports society.
Voluntary associations have been credited with reinforcing our demo-

cratic political system in three ways. They distribute power widely in the
society and permit the individual a share in it. They enable the ordinary
citizen to understand better the processes of democracy by providing him a
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means to participate in it in ways directly meaningful to himself. They pro-

vide a mechanism for the continual promotion of social change.
It is fundamental, therefore, to the true voluntary association, that it

exists primarily to serve the individual citizen, providing him with a means
for self-expression and collective action outside the aegis of the state. Volun-

tarism is, furthermore, based on the assumption that the maintenance of a
democratic society depends not alone on the preservation of democratic
governmental institutions, but also on the existence of nongovernmental
institutions which serve a variety of democratic purposes outside the area of

state action and responsibility.
On close inspection the quasi nongovernmental organization, although

in some cases having volunteer workers associated with it, proves not to be

a true part of the voluntary tradition. In carrying out its mission it may
quite possibly serve the needs of the individual citizen. Certainly, in the case

of the community action agencies, it often does. But in the final test it must

serve public purposes, and if these do not coincide with the individual's pur-

poses, government's interest must prevail. Moreover, the quasi noncovern-

mental organization does not have as a primary concern the safeguarding
of the essential nongovernmental aspects of a democratic society. Its con-
cerns are, rather, with the collective interests of the polity and with the dis-

charge of government's responsibilities.
Thus, the quasi nongovernmental organization is at bottom as foreign to

the tradition of voluntary association as is the formal structure of govern-
ment itself. It has been created by forced draft and has not sunk its roots
into the social structure as has the true voluntary association. No matter
how much it is made to resemble the voluntary association, it can never be
quite the same thing. It will always have a kind of "as if" or "as it were"
quality to it, which leads us to attach to it the qualifying (but by no means
disparaging) term quasi.

The Nonvoluntau Voluntary Association

In actual fact many voluntary associations today no longer meet the
criteria for being truly voluntary, to such a degree have they become pro-
fessionalized and bureaucratized, or so much has their raison d'etre become

one of responding to governmental needs. Such voluntary organizations no

longer exist primarily to serve the individual, and he has little or no say in
their management. Nor do they serve particularly to strengthen the volun-
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tary aspects of democracy. "Voluntary" organizations such as these are, in
a sense, severed heads no longer related to a body. They are answerable not
to a membership, but to themselvesthat is, to paid professional staffs
a nd self-perpetuating boards of trustees. These organizations are legitimized

in society by the social utility of their programs rather than by their status as
the representative organs of defined bodies of the citizenry.

This type of "voluntary" organization can perhaps best be called simply
a private service agency. It is in most instances a highly valuable instru-
mentality performing essential services for society. Nothing that has been
said about it, therefore, should be regarded as deprecatory. It exists as
simply a distinct type of private, nonprofit organization clearly distinguish-
able from the true voluntary association.

There would, on the face of it, seem to be considerable resemblance be-
tween the quasi nongovernmental organization and the private service
agency in that neither truly belongs within the great tradition of voluntar-
ism in American life. But the likeness is, in fact, more apparent than real.
The basic difference between them is revealed if we ask where the ultimate
power and the ultimate responsibility lie for each type of organization. For
the private service agency they lie solely with its board of trustees. it is this
body alone which has to see to it that the organization is adequately
financed and well managed and that its programs are relevant to society's
needs.

In the case of the quasi nongovernmental organization, however, power
and responsibility are shared uneasily between a board of trustees and
government. While in a showdown the trustees, it is true, could threaten to
dissolve the corporation, government on its side has the power at any time
to starve it to death financially, or use its financial power to shape the or-
ganization's program. And since financial power of this kind implies the
acceptance of responsibility, a measure of the final responsibility for these
organizations must inevitably remain in Washington, in a federal agency in
the first instance, but ultimately with the Congress.

This is why all the organizations which make up this new genus, the de-
fense advisory "not-for-profits," the agencies created by AID and the CIA,
the regional educational laboratories, the majority of the 0E0-supported
community action agencies, and others are unlikely ever to become fully
integrated into the private side of American life. However much they have
the appearance of the typical private service organization, they will remain
at bottom something essentially different. They are founded on the notion
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of "maximum feasible participation" of the private citizen in their gov-
ernance, but, when the test comes, "maximum" must, of course, fall
somewhere short of the absolute power possessed by the trustees of the fully

private agency.

Independence and Accountability

The most difficult problem which has arisen in connection with the quasi
nongovernmental organization is how to reconcile its dual needs for inde-
pendence and accountability to government. It was placed outside govern-
ment by its originators for good reasonsamong them that this would help
ensure its freedom. Freedom was considered to be an essential requisite to

the functioning of this new type of organization.
On the other hand, the quasi nongovernmental organization, as we have

seen, serves public purposes and remains almost totally dependent on the
federal tax dollar for its existence. This makes necessary a close account-
ability by it to government. It was, therefore, in a sense, born in a dilemma,
and it has never escaped from the constant inner tension this has produced
as it has been buffeted by the conflicting claims of independence and
governmental accountability.

The case for independence rests on the simple proposition that for govern-

ment to reap the real benefits that these organizations offer, they must be
genuinely independent. If they are anything less than this, their effectiveness

will be compromised. Among the benefits, as we have seen, can be a special

capacity for experimentation, objectivity, the ability to recruit specially
trained or talented personnel, flexibility, economy, and efficiency. Each
of these benefits is a direct function of the quality of the management of
these organizations, and this in turn is a function of the degree of inde-
pendence which management is accorded. In short, able men know that
freedom of action is essential to their own highest performance, and they
will demand it. Having won it, they will resist all attempts by government

to erode it.
There would appear to be three minimum freedoms which the quasi non-

governmental organization must enjoy if it is to have real independence:
freedom of program, freedom of administration, and freedom of communi-
cation. It must be able to decide for itself (within the limitations set by the
legislative authority under which its governmental sponsor must operate)
what programs to pursue and what to abandon, and relative priorities
among the former. And certainly it must have absolute freedom to deter-

11



ANNUAL REPORT FOR 1967

mine the nature of any part of its total program supported by private funds.
It must have the right to hire and fire employees and determine their duties,

compensation and perquisites, and where and how they shall be quartered.
Lastly, it must be free to reach its own conclusions on both technical and
policy questions and, within the minimum limitations of security require-
ments, communicate these without restraint publicly or privately to anyone
interested.

The case for governmental accountability derives ultimately from the
representative character of our democratic political system. In such a sys-
tem those who govern do so on the sufferance of the people and in turn are
accountable to the people. The citizen, therefore, has an inalienable right
to know what his government's policies and programs are and how his tax
dollar is being used.

In the American system of a separation of powers, both the President and
Congress are accountable to the people and both, through appropriate
methods, must satisfy themselves that when government funds are given to
a private organization under grant or contract they are used for the pur-
poses specified and in ways that do not result in personal gain to any indi-
vidual above fair compensation for his services.

Thus, on the face of it, both the executive and legislative branches of
government would seem to have a positive duty to exercise direct super-
vision over the affairs of the quasi nongovernmental organization, for how
else can they discharge their responsibility to the people? This is also to some
degree the case whenever government grants public funds to a private or-
ganization or individual, no matter how small the amount. But in practical
terms does not government's responsibility for supervision rise in relation to
the proportion which government funds represent in an organization's total
budget, reaching a maximum degree in the case of the quasi nongovern-
mental organization? It has seemed so.

Also relevant is the degree of complexity of the activity being supported
by government funds. The more abstruse and technical this is, and the
further it is removed from the personal experience of the responsible civil
servant or interested member of Congress, the greater is likely to be the
freedom from supervision accorded it. Finally, there is some evidence to
suggest that an organization's degree of independence is related to its
general prestige and standing. If these are high, government is likely to
treat it with greater respect.

12
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If, in meeting its responsibility for supervision, government is not satisfied

with the performance of a quasi nongovernmental organization, it must

either withdraw its support or persuade the organization to mend its ways.

Government then faces a dilemma. It cannot very well do the former, be-

cause it has a moral responsibility for the organization's very existence. To

put it out of business would in some cases simply be to deny government

services which it needs, and in other cases would be a politically embarrass-

ing admission of the failure of a costly program. To intervene directly in the

organization's administration is, however, equally distasteful, because this

can very quickly succeed in killing off the organization's independence
the very thing which government most needs it to have.

Thus, independence and accountability to government seem to be irre-
concilable when the theoretical implications of each are made explicit. And

yet, paradoxically, the concept of a quasi private agency created as the re-

sult of government initiative and financed by public funds seems to work

and in many instances work well. It works because there are constraints

operating on both the governmental patron and its organizational protege

which most of the time enable them to avoid head-on confrontations. Most

importantly, there is a job to be done in the national interest with no readily

apparent alternative way of getting it done. This makes for a willingness to

compromise on both sides, so that the requirements of neither independence

nor accountability are ever fully met.
The quasi nongovernmental organization exists, therefore, in a state of

constant uneasiness. To keep it functioning, there has to be on the part both

of Congress and the particular executive department to which the organiza-

tion is related a constant appreciation of the high value which its inde-

pendence has to the nation and the greatest restraint in encroaching on this.

And in the quasi private organization there must be irreproachable stand-

ards of conduct and common sense in regard to such matters as salaries and

perquisites. There must, furthermore, simply be a constant awareness of

the need for accountability to the people whenever public money is in-

volved, however complex or professional the business at hand or however

burdensome the process.
Essential also to the continued viability of the quasi nongovernmental

organization is a clear definition of its responsibilities in relation to those
exercised by government. While the former should have some role in gov-

ernment policy formation, this is essentially the responsibility of the latter.
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It is all too easy for government to abdicate this responsibility when an

issue is extremely complex or highly technical. The danger here is that the

nongovernmental partner will become so deeply implicated in government

policy through having in effect been the creator of it that it will sacrifice its

position of detachment and objectivity, and hence its ultimate independence.

Finally, nothing can reduce a quasi nongovernmental organization to in-

effectuality more quickly than to have government exercise its responsi-

bility for supervision at too detailed a level. The necessity to clear petty and

routine decisions with Washington not only causes inefficiency, delay, and

wasteful duplication of effort but also makes it almost impossible for the

private organization to hold good staff. At bottom, this sort of practice cor-

rodes the basis of trust which is essential if the relationship between sponsor

and protégé is to prosper.

The Future

One can only speculate about the future of the quasi nongovernmental

organization. It is at present a highly useful, perhaps even indispensable,

adjunct to government and, all things considered, has been a success. And

one must remember that it was established as a response to new social needs

that were not being met in any other way. Yet the very ambiguity of its

status is bound to be cause for disquiet.
Throughout our history we have had two ways of getting things done in

this society, by voluntary action (either profit-making or nonprofit) or by

direct government action. The dividing line between these two spheres has

always been indistinct. But gradually, in response to powerful new forces,

especially population growth, urbanization, the thrust of new technologies,

and the changing nature of the economy, the area of governmental respon-

sibility has, perforce, greatly expanded. Many Americans have regretted

this, because of a deep-seated belief in the value of voluntary action and

accompanying distrust of government. This belief is part of our history and

of our mores. A natural reaction, therefore, has been to strengthen the fail-

ing voluntary sector with public funds as a way of redressing the public-

private balance. We have been doing this in the past few decades on an

ever increasing scale with federal grant and contract funds.

The quasi nongovernmental organization does not, however, represent

simply an intensification of this trend. It is, as we have seen, something new

because it emanates not from the private sector but from government.

Nevertheless, the questions that it raises in an acute form are the same
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questions which must ultimately be faced by every private organization re-
ceiving an increasing share of its income from public funds: Is it possible in

these circumstances to keep one's independence? Is independence im-
portant?

The latter question can be answered only with a resounding affirmative.
It is important to the nation's futurevitally sothat we maintain strong,
independent, nongovernmental institutions.

But how to do this in the face of increasing dependence of these institu-
tions on public funds is a question that has received too little attention.
There is, therefore, an urgent need to turn all of our powers of political and
social inventiveness to this task. As we do so, a good place to start will be
with the quasi nongovernmental organization, for if we can find ways to
protect its independence, then surely we can solve the problem of guaran-
teeing the freedom of the truly private organization.

High on the priority list will be to find ways to give financial security to
the quasi nongovernmental organization, because financial stability is an
essential ingredient of independence. Here, fortunately, there is a device
that is already working successfully for the defense-related organizations:
the fee paid to them by their governmental sponsors over and above con-
tract costs and overhead. This fee, which averages around 5 per cent of
contract value, is unrestricted money, to be used as the organization sees fit.
The fee arrangement seems to be the best device presently available for
bringing to a nongovernmental organization the general support, free of
project obligations, which it so desperately needs. The device could, and
should, be extended to all organizations of the quasi nongovernmental
variety and possibly to private organizations generally which receive sub-
santial government funds. *

Also to be examined will be all aspects of the issue of accountability, for
the present uneasy arrangement could fall apart at any moment. It seems
probable that in the interests of meeting new public needs of the nation
through the device of the government-established, quasi private organiza-
tion there is going to have to be considerable "give" on the side of tradi-
tional modes of accountability to government. In short, independence will
have a higher value than this kind of accountability because of the direct

* The financial plight of nongovernmental organizations at large and their need for general,
unrestricted funds in addition to project funds was discussed in an introductory essay entitled
"The Nongovernmental Organization at Bay" that appeared in Carnegie Corporation's annual
report for 1966.
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relationship that independence bears to quality of performance. And it is
the latter that will matter most to the society.

To compensate for this "give," however, there will have to be an intensi-

fication in these agencies of the type of broad accountability to the public
exercised by the staff and trustees of fully private, tax-exempt organizations

generally. If this kind of accountability, which must include periodic public
reporting, can be regarded as acceptable by government and the public,
there is no reason why it cannot be fully as effective as accountability
through government.

It is possible that because of the Vietnam war only a limited number of
additional quasi nongo' !rnmental organizations will be created in the
months immediately ahead. A look into the farther range future, however,
suggests the likelihood of a considerable growth of this type of institution,

because the basic forces which have produced the present crop are more
likely to become intensified than to diminish.

Also, it is none too early to consider what the mood of the country may
be after the war ends. The American people may be eager then to turn to
new and more satisfying endeavors and may show t ,emselves ready to sup-

port major new governmental programs for the advancement of social

welfare at home and economic and social development in Asia, Africa, and

Latin America.
If this is so, there will be fresh pressure to create new quasi nongovern-

mental organizations to help do the job. Now is the time, therefore, before
that pressure comes, for both government and the private sector to think
this new organizational form through, in order ,o clarify its status, to
strengthen it, and to find for it a more secure place in our society.

PRESIDENT
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