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I would like to thank my friend Sharon Theobald for the invitation to meet with you in Lafayette 
this afternoon. I also want to thank each of you for the opportunity to get acquainted, to tell you 
a little about some of the lessons we have learned at the Indianapolis Museum, and answer any 
questions about our experience which may help you with your plans for your new museum. 
 
To start, let me put my experience with the IMA in context. At this point in my life, I consider 
myself a student of the management of both both for profit and nonprofit organizations. In 
addition to my degree in business management, I am in the process of completing a graduate 
degree philanthropy at the Lilly School at I.U.  Right after business school I worked for the 
country’s largest foundation at that time—The Ford Foundation—for three years. Since then I 
have founded and led three for profit companies and also founded and led two nonprofit 
organizations. I am about to retire from the third company I founded, Centerfield Capital, a 
private equity investment firm based in Indianapolis, where I have worked the last 18 years. 
 
I have also chaired three large nonprofit boards: the Small Business Investors Alliance, a national 
industry association for private equity firms like Centerfield; World Learning, an academic 
institution specializing in international education, development and exchange, with an annual 
operating budget of approximately $150 million and operations in more than twenty countries; 
and the Indianapolis Museum of Art. 
 
In my private sector work, I have served on the boards of approximately thirty companies, both 
public and private, during the course of my career, and I have dealt with many different 
organizational challenges, particularly as they relate to people, strategies and finance. 
 
In both my professional career and my nonprofit work I have had the responsibility of raising a 
considerable amount of money, one of the topics we will talk a little more about. I have chaired 
the development committees of both the IMA and World Learning, raised approximately $400 
million for the firms I led, and chaired four campaigns for three nonprofit organizations. 
 
Next, I would like to provide you a brief overview of the IMA and a report on what challenges and 
opportunities we are focusing on now. 
 
I have served on the IMA’s board for seven years, and as its chair for three years. As chair I attend 
almost every meeting of every board committee: Collections, Finance, Investments, Governance, 
Building and Grounds, Horticulture, Marketing, Compensation, Audit and Development. I also 
chaired the search committee which brought Charles Venable to the IMA four years ago, and 
negotiated both his initial contract and a recent contract extension. 
 
 
 



The Art Association of Indianapolis, the forerunner of the IMA, was founded in 1883 by a 
passionate and engaged group of civic leaders—mostly women, by the way—who felt the city of 
75,000 souls on the edge of the frontier would greatly benefit from having a museum and an art 
school it is midst. 
 
For its first dozen years, the Association’s activities were limited to holding annual exhibitions in 
hotels, banks and people’s homes until something altogether unexpected happened: a small 
fortune dropped in their laps. A quiet and unassuming businessman who had never been to a 
meeting of the Art Association of Indianapolis, as it was then called, died. Prior to his death, he 
had consulted his attorney to seek advice about an organization which might benefit from his 
estate, since he was unmarried and without children. The attorney suggested the Art Association, 
which received a bequest of $225,000 in the mid 1890s or the equivalent of approximately $5 
million in today’s dollars. 
 
The benefactor of the Art Association was John Herron, and he directed that the Art Association 
use his bequest be used to start an art school and a permanent gallery. The Association’s first 
building, which housed the School and a gallery, was at 16th and Pennsylvania Streets, just north 
of downtown Indianapolis. 
 
Observation #1: Planned gifts from individuals are the single most important source of funds 
for almost all major campaigns. 
 
In the intervening 134 years, the Museum has grown. It eventually spun off the Herron School of 
Art to Indiana University, of course, but the School has, since its inception, been at the center of 
arts education in Indiana. 
 
Today the IMA is the tenth oldest and one of the ten largest encyclopedic museums in the 
country. It has a collection of approximately 55,000 objects, an annual operating budget of 
approximately $25 million and an endowment of $380 million. It has outstanding debt of 
approximately $100 million, money borrowed to finance the last expansion of the museum’s 
galleries. 
 
Observation #2: Never borrow money to build a new building.  In my view, it is the height of 
irresponsibility. The best time to secure support from donors is before a building is built. Few 
donors want to help retire debt once the doors of a new building are open. 
 
Observation #3: When the footprint of the IMA was expanded by its previous board, although 
they meant well, the board substantially increased the annual cost of operating the museum, 
but gave little thought about how these incremental operating costs would be covered. As a 
result, today the IMA has a much bigger building than we need or can afford given our current 
number visitors. If you are going to build a building, you have to make absolutely sure you have 
a realistic and detailed plan on how you are going to attract a sufficient number of visitors and 
build sufficient sources of revenue to cover the costs of operating the building. I can’t 



emphasize this point enough. It is not OK to move forward with a vague understanding that 
you are doing something good for the community if you project is out of synch with its market. 
 
Observation #4: A detailed market assessment and business plan, as well as a campaign 
feasibility study, should be concluded before you engage an architect. There are only a few 
sources of revenue you can forecast: admission charges; charges for exhibitions; earned income 
from a museum shop and perhaps a restaurant; and contributed income, or income from 
donations and income from your endowment. Donors find detailed plans reassuring. 
 
Observation #5: Attendance at art museums nationwide is declining, so you need to figure out 
what activities and programs will draw visitors to your building besides those individuals who 
love art, and come up with specific plans as to how can you make money from these individuals 
and their interests. 
 
As you can guess, then, this is the situation in which we find ourselves at the IMA. Although we 
have made excellent progress reducing the draw on our endowment, form a high of 8% during 
the Great Recession to just over 5% today, we have done so by cutting staff. We rely on income 
from our endowment accounts to cover approximately 75% of our operating costs….which is far 
too much. The nation average is around 50%. So our number one and number two challenges at 
the IMA are to increase earned income and contributed income. That is, we need to figure out 
how to get more people to visit our campus and spend more money, and we also need to figure 
out how to persuade donors to give more money. 
 
We have a preliminary plan, but the last thing we want to do is to exacerbate our already 
challenging situation by doing something which might worsen the situation. We don’t want to 
build something which will increase operating costs without generate massive amounts of 
revenue. We decided we needed data and a very good plan before we decided on a plan of action. 
 
We began our research by inviting the CEO’s of a dozen or so major museums to talk to us at the 
IMA to get a sense of how they had tackled similar problems at their institutions.  We also visited 
a number of other museums and public gardens. And during the past twelve months we have 
initiated eight major studies. The most important of these deal with (a) generating earned 
income; (b) planning for a major capital campaign; (c) a complete review of our entire collection; 
(d) a market segmentation study; (e) a branding study; (f) an analysis of our deferred 
maintenance needs; and (g) a master plan for the museum’s entire 150 acre campus. 
 
While we are not yet sure, we believe the solution to convincing more people to come to the IMA 
is to invest in our gardens and grounds. Our market research shows that half of our visitors come 
to visit our grounds, and many never set foot in the buildings. In the past, our beautiful gardens, 
which we maintain at great expense, were open to everyone all the time. Now, apart from our 
art and nature park, the grounds are open only to members and to paid visitors when the 
Museum itself is open. 
 
 



 
We revised our mission statement. Although we had always had a very large horticultural society 
affiliated with the museum, programs in our gardens were not really integrated with mission as 
an art museum. The new mission: to enrich lives through exceptional experiences in art and 
nature. 
 
There was an enormous pushback in social media when we took steps to restrict access to our 
campus to members and paid visitors. But we held our ground and have moved past that digital 
onslaught. Paid membership is now at 16000, the highest in the Museum’s history. We have three 
times the number paid of members we had just four years ago. 
 
Based on our studies, our working hypothesis is that we can attract a lot more visitors and 
increase earned revenue by develop a series of seasonal events which will attract people to our 
campus year round. Eventually, our seasonal calendar will look something like this: 
February: a six week orchid show 
April/May: spring blooms: Come see 225,000 bulbs in bloom! 
Summer: Come play mini-golf. Visit our beer garden and picnic on the lawn. 
Fall: A harvest festival for six weeks 
Winter: A fabulous light show between Thanksgiving and New Years. 
 
Each of these programs will be tied into art. The opening of the spring bloom show, for example, 
will coincide with the opening of a major exhibition of Audubon prints. 
 
Observation #6:  Fundraising is a full time job. A committee can help, but you need a very 
articulate, persuasive, personable, enthusiastic, passionate, relentless individual who will lead 
a campaign for three or four years. This person is worth his or her weight in gold. Do not hire 
someone who is inexperienced, and do not underpay them or they will leave for greener 
pastures in the middle of your campaign. 
 
Observation #7:  The most important donors are individuals. Individual donors account for 75% 
of all charitable donations in the US last year, which totaled $380 billion. And typically, major 
donors will on average make half their donation in the form of a planned gift. 
Odds are that foundations (apart from family foundations) and corporations will not be a 
source of significant dollars, so allocate your time and energies accordingly. 
 
Observation #8:  I understand your preliminary fundraising plan includes plans to raise $3 or 
$4 million for an endowment. With your existing $1.5 million endowment, a $5 million 
endowment will generate $225 to $250,000. However, half of these funds may come in the 
form of deferred gifts, which you will need to take into account when you do your feasibility 
study. (Refer to Holliday Park experience) 
 
 
 
 



 
Observation #9: Fundraising is 90% preparation and cultivation, and 10% the “ask”. You can’t 
approach a donor before you have a sound business strategy, a well crafted case statement, 
and ideally beautiful architectural drawings showing him or her what room or gallery a donor 
might want to consider as a giving opportunity. And you should not ask a donor for a 
contribution until you have spent time cultivating him or her and preparing for the “ask”. 
 
Observation #10: A fundraising consulting firm is a useful investment, but you need to 
understand they will not help you raise money and they may be wrong. That said, JGA is a fine 
firm.  We are currently working with them at the IMA. Some of the consultants are more 
experienced than others. They can certainly help you get a sense of how prospective donors feel 
about the proposed new museum.  In my opinion, however, you should plan to write your own 
case statement and let them comment on it, rather than ask them or someone else to draft it. 
Hardly anyone can make as persuasive case as you can for a project you care deeply about. 
(Relate experience w Holliday Park and Grameen.) 
 
Tom Hiatt 
President  
Indianapolis Museum of Art Board of Governors 
 
 
 
 
 


