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ABSTRACT

Marc Alan Hardy

DEFINING COMMUNITY NEED THROUGH THE LENSOF THE ELITE:
A HISTORY OF THE INODANAPOLIS FOUNDATION AND ITS

FUNDING OF THE INDIANAPOLIS SYMPHONY OR®EESTRA, 18931984

This history investigates the ¢gpanings of community foundations in general and
the creation of the Indianapolis Foundation specifically and its eventual funding of the
Indianapolis Symphony Orchestra. My findings reveal that, contrary to previous histories
that have been written, thes@tion of community foundations was not driven by
benevolence but by changes in federal and state banking laws starting in 1913 that
allowed banks to have trust departments that broke the monopoly that trust companies
had long enjoyed. In response, trasinpany executives chartered community trusts to
publicly position themselves as benevolent, commemityded businessmen. This
distinguished them as trustworthy compared to the greedy bankers of the day, which
helped trust companies gain trust custom@mnmunity trusts were responsible for
identifying and disbursing funds to deserving beneficiaries, thereby relieving trust
companies of a costly and time consuming burden. Even more important, the trust
companies retained control over the community triogtappointing surrogate board
members. In addition, none of the trust companies that chartered the Indianapolis
Foundation donated their own money, yet appeared charitable. All of these factors made

community foundations a very lucrative arrangement.
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Funding the areas of arts and culture was not designated in the Indianapolis
Foundationdés original purpose statement, vy
funded at the height of the Great Depression while many Indianapolis citizens went
hungry.The loveof music played a very small part in efforts by the wealthy elite to
garner support from the Indianapolis Foundation for the Indianapolis Symphony
OrchestraThe public justifications for funding the symphony began with giving
psychological relief to theittzens of Indianapolis from the pressures of the Great
Depression, to the need of employment for musicians, then the importance of musical
education of children, expanding to the iIm
reputation, and finally, in the 108, the symphony as a community asset that helped
rejuvenate downtown Indianapolis. However, the real reason for funding was that the
wealthy elite wanted the symphony to use as a flattering cultural institution that would

elevate their social status artttact fellow elites and businesses to Indianapolis.

Kevin C. Robbins, Ph.D., Committee Chair
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Chapter 1: Why Only Trust Companies?

Unlike the wealthy elite of Ancient Greece, several wealthy elite inhabitants of
early twentiethcentury Indianapolis used the Indianapolis Founddbangage in a
form of pseudeeurgetism. Eurgetism was an ancient Greek form of philanthropy that
was described by Paul Veyne essentially as giving by the wealthy from their own
resources to obtain honor and public acclaiks.part of an implicit sociatontract with
the citizenry, great Greek benefactors funded religious festivals, choruses, and dramatic
contests. Sometimes they contributed to the point of financial exhaustion, in return for the
honor that was bestowed upon them by grateful citizenseTldéecient donors did this, in
part, to fulfill expectations of what elite city governors must do while in office. The
modern wealthy who fill the pages of this
their attempts to appear munificent in the eykethe citizenry in Indianapolis. Even more
intriguing is the fact that the creators of the Indianapolis Foundation made money serving
the needs of the city. Typically, the trustees of the Indianapolis Foundation, most of
whom were closely bound to the aters of the organization, funded only projects they
deemed acceptable according to the narrow convention and public decorum of the
Midwestern uppemiddle class, a group donated by older white, mostlyrétestant
bankers, lawyers and businessmen.

This historical dissertation began with the desire to find out how and why the
Indianapolis Foundation considered the arts a fundable community need, given that

support of the arts or culture was not part of its original purpose statement. Early in my

! Paul VeynePBread and Circusedtistorical Sociology and Paical Pluralism ed. Oswyn
Murray (UK: Penguin, 1992).



research, stumbled upon a puzzling discovery: only trust companies and banks with
trust departments were involved in the creation and development of community
foundations for the first 50 years of their existence in the United States. This fact led me
to an equallyntriguing question: why was it that only trust companies created
community foundations? Apparently, no community foundations were originally created
by lawyers who administered trusts, or by wealthy individuals, or by private foundations,
or by banks wh trust departments. Why not? What were the circumstances that led to
this exclusivity and what were the motivations for the heads of trust companies to create
such allegedly benevolent civic institutions? Were their intentions in any way
communityoriental and charitable? Or is it more clearly the case that narrow, self
serving, and prdusiness motives impelled trust company bankers to create community
foundations?

It is important to discover answers to these questions in order fully to understand
why the Indianapolis Foundation ventured far outside of its original 1916 mission
statement to fund the Indianapolis Symphony Orchestra at the height of the Great
Depression in 1933. The foundation trustees did so even though the organization
originally eschewedny financial support to arts organizations. My research reveals that
the answers to these questions will significantly alter the historically traditional view of
the motivations of wealthy trust company bankers for creating community trusts and
foundatians. Far from reasons of benevolence or community building, the Indianapolis
Foundation was formed by three trust companies in Indianapolis for blatantly selfish
reasons: improved public relations for the trust business, more privately lucrative

marketing & trust services to the wealthy, reduced business expenses in legal fees,



reduced expenses to identify and locate charitable beneficiaries, and increased profit
through additional and growing administrative fees.

My research will also show the connectidredween funding decisions by the
Indianapolis Foundation trustees for various programs in the first few years and their later
decision to fund the arts. As we will see, that decision had little to do with promoting the
aesthetic value of the arts, but yenuch more to do with enriching the social, political
and business relationships among a powerful civic elite in Indianapoligiériseof the
elitedo which | refer to in the title of this dissertation is not limited to only the elite trustees
of the Indanapolis Foundation, but also includes the elite who represented the wealthiest
businessmen as well as the elite andfiBlee Boolo society members who created,

supported and advocated on behalf of the Indianapolis Symphony Orchestra.

Definition of Terms

The meaning of the terficommunity need,in the context of this dissertation,
wi || be based on Abraham Mas fNeedpwhethertite or y
be of the individual or the community, can be defined at several different levels. The way
we as individuals define what we perceive as need is highly dependent on our
understanding of this hierarchy as well as where the needs others, including our
community, might be positioned in this hierarchy. The first two basic and foundational
levels ofthis hierarchy are physiological and safety needs. The basic physiological needs
include food, water, clothing, shelter, and sleep, while the safety needs include the need
for security from physical harm, protection of our employment, of our family, althhe

and our possessions. Once these needs are met, we can then ascend to the more

2 Abraham H. MaslowJoward a Psychology of Beir{d. Wiley & Sons, 1999).
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sophisticated needs of love and belonging;esiéem and confidence, and finally self

actualization (Figure 1).



Figure1l: Abraham Maslow's Hierahy of Need

* Self-actualization: morality, creativity, spontaneity, problem solving,
lack of prejudice, acceptance of facts

» Esteem: self-esteem, confidence, acheivement, respect of others, respect
by others

J
* Love/Belonging: friendship, family, sexual intimacy
J
\
« Safety: security of body, of employment, of resources, of morality, of
the family, of health, of property
J
\

» Physiological: breathing, food, water, sex, sleep, homoestasis, excretion

J

Source: Abraham H. Maslowoward a Psychology of Beirfd. Wiley & Sons, 1999).

This dissertation attempts to reveal the definition of community need as viewed

by the elite of Indianapolis who were closely associated with the Indianapolis

Foundation. While much of the Indianapolis citizenry struggled to attain even a minimum

of the first t wo of Mas!| owo6 s 5, the ditbsof

Indianapolis vere focused on the top levels of esteem andastlfalizationEven though

t hat

those on the bottom of the needs hierarchy were struggling for survival and experienced

little of the higher needs of seadctualization and esteem in their lives, the wealthy elite



consistently ignored these more basic, foundational needseasidted in insisting that
high culture and charitable organizations that were acceptable to the those in their upper
social circle were what the community most needed.

The terms charity, philanthropy and benevolence are used interchangeably here
becauseheir definitions are also fluid in our society. The fact that the nonprofit sector
does not like to be defined as finprofit sectog but cannot agree on other
descriptions such dphilanthropic sectoofic har i t abl e sector, 0 Aci v
shows that even within the nonprofit world there is no agreement on definitions. As my
research will show, this was also true 100 years ago, as organizations and individuals
changed their definitions of what it meant to be charitable, philanthropic evdient.

For this dissertation, the terms benevolence, charity and philanthropy will be defined as
the donation of time, talent, money or material goods for the greater good of society
without the consideration of or potential for personal gain. Howewverthe definitions

of these terms as demonstrated through the actions of the elite that are of most interest to
this research. My research will show that while the elite used varied justifications to

claim benevolence and charity toward the communisjy #fforts were usually, first and

foremost, selserving.



Other Histories of Community Foundations

After reading the limited secondary literature on the creation and history of
community foundations, | found that the important questions posed hereéaer been
asked before. The few histories previously published about community trusts and
foundations have been created and printed by those same organizations, frequently to
enhance their own repute. Some prior histories have also come from corpoug® g
with a vested interest in the success of such foundations. Such works can hardly be
expected to give unvarnished accounts of the real motives impelling trust bankers to
create community foundations. As a result, these accounts often outline ootigthal
official charters and lack any critical historical context and evaluation of the foundation
or its creation. Usually, these-lrouse histories extol the selflessness, even the nobility,
of the foundationdés cr eatuonrtsr.usSuacohr tihnyc ofintpils
uni formly assert the many benefits fAbenevo
population.
An early booklet on the creation of the Chicago Community Trust was published
by the Harris Trust and Savings Bank in 1915. This o is little more than a
publicity tool to impress the public and drum up new business for the bank. It even has a
page providing the wording of a bequest that a reader might employ for posthumous
donations to the Harris Bank for eventual use by the aamitintrust.®> An early history
of the Chicago Community Trust was published internally byrilst &ind written by its
former ®cretary, Frank Loomis. This is really nothing more than a glowing report on all

of its accomplishments, void of any critiquetibé community trust or the motives of its

% The Harris Trust and Savings Bafilhe Chicago Community Trust: a Fund for Local Charity
(Chicago: The Harris Trust and Savings Bank, 1915) The University of Chicago Library.



trustees.As discussed later in my research, a more scathing and insightful assessment of
community foundations by Loomis would be written after his retirement.

In 1931, the Vermont Commission on Country Lifetidsited its own sixteen
page booklet about the Vermont Foundati on.
interested in the welfare of Vermont, its people or any of its communities, may now
utilize this pheiThissbooklét noboply la outtmetctantepand s e . 0
bylaws of the foundation, but like the booklet by Harris Bank, it also suggested wording
for oneds bequest to t Mehaoragaemil ogtyi Empd md e
Using the Ver fmont Foundation. o

Modern scholars have beslow to scrutinize in detail the creation of American

community foundations. In 1981, Peter Dobkin Hall published a working paperTitked

Community Foundation and the Foundations of Commuifite title is misleading,

because it covers only the histafythe creation of the Trexler Foundation in Allentown,
Pennsylvania from 1830 through the 1960s. What Trexler created was not a community
foundation, which is by definition public charity, but rather a private foundation whose
founder was committed t@sring his local community. This is not unlike many other
private foundations which limit their giving to specific geographic locations, often to

only the city or county in which the foundation resides.

* Frank Denman Loomig;he Chicago Community Trust: a History of Its Development,-1915
1962(Chicago: The Chicago Community Trust, 1962).

® The Vermont Foundation: A Statéde Community TrugBurlington: Vermont Commission on
Country Life, 1931)Boklet Middlebury College Library, 3.

® The Vermont Foundation: A Statéde Community Trugk6.



David Hammackds chapt er Delater@uashonofy Foun
Purpose, o helps explain the creatibn and o
This is a broad yet brief history of the role of trust companies in the formation of
community foundations. It gives a very general history of comiydoundations
through 1987, and is simply a survey based on financial records and internally generated
reports of community foundations. It provides little detail about the motivations of trust
company officers or the decision making process of the gsistiecommunity
foundations over time.

Yet there are two points Hammack makes that my research directly questions and
contradicts. Hammack first contends that the trust companies were benevolent and run by
officers who had the needs of the community indntecond, Hammack asserts that the
trustees or distribution committees consisted of people chosen for their knowledge of the
needs of the community, Anot for their | ea
profession or for their acceptabilitytogopv i ous member s ®lafact,t he ¢ omm
these trustees were entirely white, wealthy, and comparatively isolated fixtures of the
communityodos elite. Although many of these
and welfare agencies and associatitimsy themselves often admitted their own
ignorance as to what the communityds needs
surveys so that they could find out just e
To compound this inbred ignorance calreommunity need, many trustees passed their

seats on to immediate family members, particularly from father to son. This was

"David C. Ha mmac k, ACommunity FoundaAniAgil@as: t he I
Servant: Community Leadership by Community FoundatssRichard Magat (Washington, DC:
Foundation Center, 1989).

®Hammac k, ACommunity Foundations: the Delicate (



acceptable because of the publicds deferen
those who had done well in business or hambb® icons in the religious congregations
of the community. Very few community foundation trustees ever came from the ranks of
those who were actually engaged in front lines of social services or those who directly
served the needs of the community suchhasicians, public health specialists, or
community organizers at the grasmts level.
While there are few publications that focus on the early history of community
foundations, there are even fewer on the early history of funding of the arts by
communty foundations. The scant studies of community foundation arts funding are
focused mostly on the oldest community foundation, the Cleveland Foundation. There is

an excellent article on the history of arts funding by the Cleveland Community

Foundationtitld A Cl| evel and: Arts RAngléSesrannce, 0 by
Unfortunately, it only chronicles in a general way the funding of the arts starting in 1975

after the arrival of a new executive director, Homer Wadsworth. It does not cover arts

funding bdore that time except to say it was fairly insignificant and that many people

were opposed to expanding the funding to other arts organizations. One of these

di ssenters was the head of the Cleveland O
groups would dain off potential support for the orchestra, which was facing a $1 million

d e f i° &sirepeatedly revealed in the chapters that follow covering the relationship

between the Indianapolis Symphony Orchestra and the Indianapolis Foundation, these

large annal deficits constantly plagued symphonies across the United States, no matter

how much money they raised.

°Bil | Dol I, #ACI evel aAmAgileSeAant GomRuwnity ddadestaprbg e , 0 i n
Community Foundation®gd. Richard Magat (Washington, DC: Foundation Center, 1989), 254.
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Rebuilding Clevelandoy Diana Tittle (1992), is one of the very few recent

studies to address community foundations and arts funding. This resdascthe
decision of the Cleveland Foundation to rebuild the downtown arts district in the mid
19800s. Li ke Doll 6s chapter, this book doe
jumps around in subject matter and chronology as well, making it diffccuse as a
comparison for my own research.

Another book on the history of the pioneering Cleveland Foundaidinust for
All Time, by Nathaniel Howard (1963), was commissioned and published by the
Cleveland Foundation itself, making it inherentlgsect of distortion about the real
i mpetus behind the organizationds founding
officers. This 50year history is not reliable as an independent scholarly source since its
author, a retired editor of ti&eveland\News was paid by the foundation to write it. He
makes only a passing comment about arts funding by stating that arts and cultural
organizations have received funding over time from the foundation. In 1989, there
appeared a short planthipobndatidn attSeverREye d e Ad het €1 au
Richard Pogue, was at the time chairman of the Cleveland Foundation. This short piece
only briefly discusses the Playhouse Square Development Committee and its investment
in downtown Cleveland, and was of nantidbuting value to my study.

There are still a few resources that deal with contemporary arts funding by

community foundations, one of which@@mmunity Foundations at {%989), edited by

Eugene Scanlan for the Council on Foundations. This has ussféliading
comparisons for 1975, 1984 and 1987, but has no historical perspective on modern

funding trends.

11



Returning again to the researchReter Dobkin Hall, | use his writings to
reintroduce the main thrust of this chapter. Hall states that par og¢aison for the
creation of community foundations or trusts was that in the early 1900s, community
| eaders fAwere historical Ityowno oa neddHsidlsb Itahgee .i ¢
points out that twahirds of the twentysix community foundatiosithat were established

from 1914 to 1924 were created in the Midwest, while onlytbird was from the

Northeast. Hal |l 6s explanation for the diff
community fAelites. o0 In thetMedWwepsb] ielibes
community charitable resources intelligent

cites examples of this trust in the large number of public versus private universities as
well as Community Chests (the forerunner to the United)Wathe Midwestern states
compared to the Northedst.

While these explanations seem credible, they are also incomplete and do not
answer the questions | posed at the opening of this chapter. In order to understand more
fully the reasons for the establieknt of community foundations, we first need to
investigate the rise and history of farofit trust companies in the United States in
general and in Indiana in particular. The outcome of this investigation will reveal that,
either through premeditation ooincidence, trust companies benefitted greatly from
community foundations. The intentions of the principal officers of the trust companies
were not wholly munificent in pioneering these new forms of ostensible charitable action

for community benefit. Hoever, it will also become evident that the three men who

“Peter Dobkin Hall, AThe Comm@iistPyllanfhmpicndat i on i
Giving: Studies in Varieties and Goakd. Rchard Magat (New York: Oxford University Press, 1989),
183.

“"Hall, AThe Community Fbuh&,adt iloh8.in America, 19
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created the Indianapolis Foundation were avid arts supporters and viewed the arts as
important to the community.

The beginning of the community foundation movement came in 1914 with the
creation of he Cleveland Foundation. Judge Frederick Goff, President of the Cleveland
Trust Company, became instrumental in the creation of the Cleveland Foundation. His
pioneering venture into community benevolence has been touted as a great philanthropic
advance thiahas benefitted many local communities. As one former secretary of the
Chicago Community Trust claimed:

Mr. Goff, great banker and promoter as he was, must have been
attracted to, interested in, and fascinated by the possibility of the
modern foundatiomi American life, foundations devoted to noble
purposes and having power within their own structure to modify or
change their purpose to meet changing conditions and needs. He
must have sensed the possibilities for public service by the banks
of America inthe larger cities, promoting the welfare of their
communities and thus of America at large and indeed of the whole
world.*

This passage is representative of the noble stories written about men of finance
and commerce who were hailed as unselfishly lalgdon the good of the community
when they could have easily ignored its needs. However, these tributes are incomplete
half-truths at best that ignore the vested,-seHrested motives of trust company bankers
in creating community foundations. True, ibmid make sense that a group of concerned
and charitably minded citizens, some of considerable means, would be motivated to form
an organization that <could put a deceased

after his or her death. It would malense that a wealthy person, who is approaching his

or her senior years, would think lotgrm about the health and welfare of a community

2 Frank Denman Loomi§;he Chicago Community Trust: A History of its Biepment 1915
1962(Chicago: The Cleveland Community Trus962), 3.
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that helped create his or her own wealth. It would certainly be plausible that a major
philanthropist, such as a Rod&ker, Carnegie or Ford, would understand the value of an
institution that could pool the resources of smaller donors into one large fund that would
be administered by a board of trustees, and would initiate such an organization. Yet in the
case of commuty foundations, none of that occurred.

The facts are that early community foundations were chartered by trust
companies, and usually by only one. Many had close relationships with, or were owned
by, banks, those agents of capitalism lucratively lendingew to business and industry.
In fact, American banks of the late 1800s and early 1900s were more financial
instruments of the railroad, coal, steel and oil cartels than they were resources for the
common man, and rarely were they devoted to benevolemhoaity development.
Banks, like Indiana National Bank, were primarily commercial banks that lent money
only to businesses and were placéerg businesses deposited their profits. Loans to
individuals for cars and mortgages were essentially nonexisi@eipteto businesses and
a few wealthy custometélt was thought by some at this time that the U.S. banking
system was fAthe worst in the world, o and c
systems!Amer i can financi al # tengemsléres deeppublic he t i m
suspicion and criticism, especially in the massulation daily papers and in the seething
cartoons they published. One scholar of these events notes:

National banks themselves, along with larger state banks and trust

companies, we combining trusts and trust like arrangements of
various kinds. [é] Financial institu

13 Linda WeintrautPioneers in Banking: A History of the Indiana National Bémidianapolis:
NBD Bank, N.A., 1994), 45/3.

1 Murray N. RothbardA History of Money and Banking in the United States: The Colonial Era to
World War Il (Auburn, Aabama: Ludwig von Mises Institute, 2002).
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true corporate mergers; one financial institution might control all
the stock of others; a small group of stockholders might own large
blocks of the stock of various institu
directorates, 0 in which a small grou
to the boards of directors of several institutions, might be formed.
The suspicion grew that a small number of huge financial
combinations controlled the allocation of credit in the United
States, that is, that a giant fAmoney
from Wall Street?
The first community foundations were charted by only one trust company

exclusively, but the Indianapolis &dation broke ground as the first to be chartered by

multiple trust companies. By 1931, only seventeen years after the establishment of the

Cleveland Foundation, severfiyur community foundations had been created in the U.S.,

all by trust companies or bks with trust departments. Of those, half were created by

only one bank while the other half were created by multiple bai8@netimes the

banks chose the trustees of the foundation, sometimes they supposedly allowed judges

and politicians to appoint thteustees. In truth, the vast majority of the trustees were

handpicked by the trust companies and their appointments given-siblbgred

approval by such political and legal dignitaries as a facade of impartiality. As my

research will show, this explosiaf community trusts had little to do with benevolence

and everything to do with rapidly changing state and federal banking laws, starting in

1913 in Ohio.

It was against this backdrop that Frederick Goff developed a way to insure that

the beneficent objéiwe of a trust would never become obsolete. Obsolescence was

15 susarHoffman, Politics and Banking: Ideas, Public Policy, and the Creation of Financial
Institutions(Baltimore, The Jons Hopkins University Pres2001),112113.

16 Community Foundations in the United Sta#ad Canada, 1912961 (New York: National
Council on Community Foundations, 1961).
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touted as a big problem among those who administered trusts and charitable endowments.
Bankers claimed that a good de
al of money was simply |l aying idf e, and

untouchable funds that could not be administered or disbursed because the purpose or
recipient of the trusts no longer existed. Due to this inactivity, administrative and service
fees could not be charged on the moribund accounts to the financial déwinttee trust
companies. The issue of the wretched fiDead
beginning of the 1900s, it was estimated thatmoretban® 00 f i xed pur pose
Hand trusts had been creat e'fitwdsmidehng t he pr e
suspected that these encumbered monies served no real public benefit and had become
detrimental to the national and local economy, starving the country of productive
investments. One commentator noted:

Practically none of them accomplished &ory considerable time

the objects the donors had in mind, and a large number became

useless or positively harmful in their effects, necessitating action

by Parliament in many cases, underdhieresdoctrine, to divert

the funds to useful charitable puges:®

Some of the outdated purposes of these trusts included the funding to redeem

captives from pirates, to support | eprosy
Each cause had become hopelessly obsolete. In addition, some trusts had bebiocreat
enhance the donordés vain claims to fame, o

even insanity, especially by requiring trustees or beneficiaries to perform eccentric or

humiliating acts. For example, one English trust specified that a caonchally sing an

" Clay Herrick, Trust Departments in Banks and Trust Comparfirst ed. (New York:
McGraw-Hill Book Company, Inc., 1925), 285.

18 Herrick, Trust Departments in Banks @ rust Companie<85.
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anthem that was written by a donords rel at
group of poor people should be given a grey suit once a year. One even required that a
specific group of poor women be given green waistcoats everynibec€ It was this
history of short sighted or misdirected philanthropy, so debilitating to the Mother country
(England), that trust companies publically blamed as being an alarming plague that could
spread to the U.S. To combat this threat to a produetgaomy, trust companies
offered the antidote of the actively administered and changeable community trust.

| f burdened with a fibDead Hando fund, tr
choices: either do nothing or go to court and attempt to invokeytheesdoctrine to
change the focus of the income from the tft$b distribute the old encumbered funds to
a better or more pressing cause than that specified in the will of the deceased would have
been illegal without intervention of the courts. Fredefsoff claimed that these new
community foundations had the potential to
withering, paralyzing blight of the Dead Hand, through the years when no intellect
remains to apply reason and sympathy and discretiontorthmte of ant i quated
Note how the trust officers flatter themselves here as actors simultaneously intelligent,
compassionate, and discrete. The reality of thedgslfing and social ignorance among
community foundation trustees, as revealed indhiss ser t ati on, flatly c
statement above.

Although these assertions appear noble on the part of banks, they do not seem to

make sense in light of their avowed purpose to excel as profitable businesses. Banks and

9 Herrick, Trust Departments in Banks and Trust Compar2&s.
20 Community Foundations in the United States and Canada,-1964

L Community Foundations in the United States and Canada-1964 5.
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trust companies existed toake money for their clients and themselves, and always at a
decent rate of return. Although these fiDea
companies could still profit modestly and steadily from the interest that accumulated on
these trusts. B&s also became commonly known more for their financing of big money
projects than for their knowledge or support of charitable concerns in the community.
Why, then, would they be so concerned with creating a foundation that was dedicated to
givingthe mongintheird i ent s6 trusts away? One highly
creating a community foundatiovmas profitable for the trust companies to create
community foundations.

Studying the histories that have been written about community foundations, no
onehas asked some of these fundamental questions regarding the initial motivations
behind this movement, one of the central questions being: what was in it for the trust
companies? Most have cited the trust compa
H a n dusets that were collecting both interest and dust. If they were truly concerned
about the loss of community benefit from these impotent trusts they could have used their
own financial resources to hire lawyers, break the old trusts vigytpresdoctrine,and
unleash these funds for the common good. They could have developed departments in
their companies dedicated to ensuring that these funds be put to effective use in current
charitable needs or causes. However, both solutions would have increaseéskmens
legal services and specialized personnel, indicating a simple but overlooked reason for
trust companies to champion the creation of an instrument such as a community trust or
foundation that could substantially reduce the number of obsolete toustsluce

expenses and make more money. But how?
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A Brief History of Trust and Banking Law in the Nineteenth and early Twentieth
Centuries

The answer to that question is rooted in the history of trusts and the laws that
govern them. Trust law has a longption starting in England in the sixteenth century.
One use of trusts was to pass on land and wealth to wives and daughters, since women
could not own land. If a father wanted to protect his daughter from dependency on a
husband, he would set up a tri@mther own use. These trusts were often challenged by
creditors to whom the husband or father owed money and, in some cases, the women
were left with nothing after the claims were settled. The law was eventually changed to
protect the integrity of the tetiand the wealth and property that had been placed in trust
for the be&puntdthedateil@08sdtrusisshad.been primarily managed by
well-respected individuals, especially lawyers. However, the creation of the trust
company would changauch of that tradition. The rise of trust companies is best
understood by looking briefly at the evolution of banking in the United States.

The first bank in the United States was the Bank of North America and its charter
was approved by the Continentadrigress in 1781. Although several banks that were
established early on would be later converted to trust companies, the first trust company
on record to be established was on March 10, 1812 in Pennsylvania. This institution was

named The Pennsylvania Compgdor Insurances on Lives and Granting Annuities.

* plexander, George S, The Transformati on of Tirulsdawsd as a
and History Revie\, no. 2 (1987), 30350.
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Although trust powers were not immediately given to it, it was one of the first institutions
to become a trust compaty.

New York, however, was the birthplace of the first bbde trust company in the
country. Chartered in 1822, it was titled the Farmers Fire Insurance and Loan Company
and was the first corporation to have the power to execute rédtisough the company
already had the right to admini gamer trusts
perhaps to avoid a political battle. It seems that when a group of prominent businessmen
sought to charter the New York Life Insura
in its name, it caused a polnsdfsomurausualéni r est o
e nt e r?ptrwasseeentunlly approved for a New York State charter in 1830.

The growth of trust companies from the late 1800s onward was explosive, mostly
because the regulations controlling trust companies in some states, sutiare, hwere
much more lax than those for state or national banks. Nationally, trust companies grew
from 34 in 1882 to 1,079 in 1909, a 3,000 % increase in only 17 years. This was
especially true in the New England states, New York, Pennsylvania, anddndlas is
evidence not only of the immense profitability of trust companies, but of the fierce
competition among bankers for the trust business of the wealthy. Using the credibility of
a community foundation to gain the edge over other trust companigd eertainly have
made good business sense while also increasing the prestige and favorable publicity of

the trust company or companies that created such community foundations.

% Edward Ten Broeck Perin€he Story of the Trust Compani@&ew York: G. P. Putham's Sons,
The Knickerbocker Press, 191621

% perine,The Story of the Trust Companidd.

% perine,The Story of the Trust Companiéq.
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This could also be the reason why in the beginning only single trust companie
founded community foundations. Even later, when multiple trust companies were
involved, it was usually only a fewt. would seem that if trust companies truly wanted to
see the ADead Hando done away with aend the
problems of their communities, then all trust companies would have been invited to take
part. However, that did not happen. A huge incentive for such exclusivity was for trust
companies to set themselves apart from the competition, because such comganies
believed by many to be so in name only, operating as thinly veiled state’bAfiks the
depression of the 1930s decimated many financial institutions, most of the banking and
trust company laws dating from 1873 forward were repealed, with newngaten in
1933%

In 1894, the trust company that led the way in creating community foundations,
the Cleveland Trust Company, became chartered. During its first two decades, it bought
out or consolidated with several banks and trust companies and bitsl84éets totaled
above $49,000,000, approximately $846,000,000 in 2004 Constant Dollars (CR2), and
employedmore than 400 peopféIn 1908, Frederick Goff became its president and he
was widely credited for much of the growth of the company. The Gledelrust
Company innovated new ways to create profit by expanding to branches, creating the first

womendos banking department in Cleveland, a

®George E. Barnett, fAThe Gr owt Annalsfoftf®American Ban k s
Academy of Political and Social Scier@® no. 3 (1910), 13%47.

2" Harrisan Burns,Annotated Indiana Statutes 1933 Containing All Acts of a General and Public
Nature in Force September 1, 1928. Harrison Burns and Benjamin F. Watson, 12 vols., vol. 5
(Indianapolis: The BobbBlerrill Company, 1933).

2 For current constant dlar (CD) calculations see: The Consumer Price Index (CPI) Conversion

Factors Table, ed. Robert C. Sahr, in the Political Science Department, Oregon State University,
http://oregonstate.edu/dept/pol_sci/fac/sahr/sahr.htm [accessed 2005]
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primary marketing tool. This last point is important to the undedstg of the Cleveland
Trustos belief in the profitable power of
three of which would be well served by the establishment of a community foundation. It

was also one of the first trust companies toghianh e est abl i Bvingnent of
trust, o which could be written and | egally
testament that took effect after the donor
charitable trusts while they were still aligad able to exert some control over their
disbursements. The Cleveland Trust Company created the Cleveland Foundation in 1914,

an act that inspired other trust companies to establish community foundations in at least

13 other cities within a few short ysalndianapolis being one of first.

2 perine,The Storyof the Trust Companie205208.
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Chapter 2: The Role of Trust Companies in the Creation of Community

Foundations

The early banking business in Indiana has a spotty history that includes frequent
failures, mismanagement and embezzlement, espebetilyeen 1814.834.The first
state chartered bank in Indianapolis was the State Bank of Indiana in 1834. One of its
first directors was Calvin Fletcher, whose brother, Stoughton A. Fletcher, started the first
private bank in Indiana, the Fletch@mericanNat i on a | Bank in 1839.
grandson, Stoughton A. Fletcher Il, played a prominent role in the Fletcher Trust and
Savings Company which helped start the Indianapolis Foundation through the efforts of
its vicepresident and counsel, Evans dllen. Another person who figurqerominently
in the early years of the momunity foundation was William E. EnglistUpon his death
in 1932, te donated the English Opera Hoasel Hotel, which had been built on
Monument Circle by his father, Indianapolis bankealign H. English,to the
Indianapolis Foundatiormhat property was sold, and the proceeds were used to establish
the English Foundatiom the 1950s which buithe building at 615 North Alabama
Street where the Indianapolis Foundation currently resides.

The Indiana National Bank was established in 1865 and had as one of its first
board members John H. Holliday. Hday was a historian and newspaper man, and as
such understood the power of both marketing and public relations. That same year the
MerchantdNational Bank of Indianapolis was established and was run for the most part

by officers and a board of directors dominated the Frenzel family: O. N. Frenzel,

'Max R. Hy man, i A B ilndiana, PasBaadiPkesemipril 19i4sl.U.or vy, O
Bloomington, Wells Library, 14.7.
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president; J. P. Frenzel, first vipeesident; O. F. Frenzel, cashier; and J. P. Frenzel, Jr.,
junior cashier. Both John H. Holliday andPJ.Frenzel played pivotal roles in the
creation of Indiana trust companies and the Indianapolis Foundation.

Trust companies in Indiana were not created until 1893, several years after banks
were born. As a redillin the early 1900s the management of personal trusts by trust
companies was a fairly new business and was regulated by a separate set of state laws.
|l tds significant that John H. Hol Il i day and
trust companiethat started the Indianapolis Foundation, were also part of a group who
lobbied the Indiana General Assembly in 1893 to pass the Trustiey.did this
primarily for business opportunity and potential profit, not coné@rthe community.

Frenzel wasifst vicepresident of Merchants National Bank and Holliday was a board
director of Indiana National Bank. As Weintraut and Nolan state:

Trust companies engaged in a much wider range of activities than

did banks, including the administration of trusts, thedling of

safe deposit boxes, and the establishment of travel departments.

Shortly thereafter, Holliday formed the Union Trust Company.

Union Trust and Indiana National Bank worked closely for the

next fifty years until they formalized their relationskijih a

merger in the twentieth centuty.

The introduction of the idea of trust companies was not at first embraced by many
in the Indiana House of Representatives. First, the legislature by its nature was rife with
lawyers whose profession administeredstof the personal trusts of the wealthy at that

time. Approval of trust companies would encroach on the profitability of the legal

profession, and, as we will see, some lawyers had a very low regard for trust companies

Hyman, AA Bit of -1anking History,o 18

% Weintraut,Pioneers in Banking: A History of the liadia National Bank 45.
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even after they were approvédd.addition, the concept of trusts at that time was severely
tainted by the mergers of large railroads in the 1880s followed by consolidations of large
trusts of other industries up to 1904. These corporate trusts also involved the use of
investment bankersnd the U.S. Congress was very suspicious of their motives as well
as their claims that consolidation made th
resources that went into these mergers as well as the profits that the stockholders were
making, leaving th@npression that WhStreet was animated lgreed and that trusts
cheated the public and its welfdre.

Trust companies were first established
business of a fiduciary character out of the line of ordinary commercikingamnd to
deal with real estateThnd sekemanhglrwal sobhndd
and difficult problem of wutilizi Algl9land v a
they were allowed to be used as a place where peopledepdgit their cash in savings
accounts and other valuables in safe deposit boxes. Until the establishment of savings and
trust companies there was no place where people could deposit their money. Part of this
was due to resistance against banks of arybyathose who believed in the agrarian

custom of barter and solid gold coin exchardgtanley L. Jones summarizes the conflict

* Susan HoffmanPolitics and Banking: Ideas, Public Policy, and the Creation of Financial
Institutions(Baltimore: The Johns Hopkins University Press, 2001).

® Jacob Piatt DunrGreater Indianapolis: The History, the Industrigise Institutions, and the
People of a City of Home8 vols., vol. | (Chicago: The Lewis Publishing Company, 1910), 356.

® Dunn,Greater Indianapolis: The History, the Industries, the Institutions, and the People of a
City of Homes356.

"Stanley Llewe | y n J o-Banksand Ant#Mortopoly Movements in Illinois, 184% 8 6 2 0
(Doctoral Dissertation, University of lllinois, 1947).
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that contributed to the suppression of banking in predominantly rural communities by
stating that these farmers:

[ €] b ethat paperendney by stimulating commercial and
industrial development was a threat to their political and economic
freedom. Paper money, they believed, was the cause for inflation,
depression, and all the financial stability with which they had been
so haassed in previous years. They looked upon paper money as
the special tool by which monopolists achieved their privileged
positions. Thus, these men believed that in fighting paper money
banking they were helping to preserve a stable economy in which
the snall farm and the small town would prevail. On the other side,
the advocates of paper money were those who were first of all
interested in expanding business enterprise. They believed that
paper money was necessary if their business and their town were to
grow and prospet.

The measure to approve of the establishment of Indiana trust companies had

failed several times in previous attempts, the last failure, also backed by Frenzel,
Holliday and Judge E. Inglehart, being in 1891A major reason for thisas that many
|l egi sl ators would not approve the bild]l bec
educate the representatives and state senators that this was a different kind’df trust.
was introduced again by Representative Collins on Januafy93,as Engrossed House
Bill No. 362 which read:

A bill for an act to provide for the incorporation, organization and

dissolution of Trust, Fidelity and Title Guaranty Companies,

defining their purposes and powers, regulating their concerns and
declaringan emergency.

8J o n e s ;Bani @nd AniiMonopoly Movements in lllinois, 1845 8 6 2 , 0 1 4 .
Hyman, AA Bit of 2Banking History, o 16

9Dunn, Greater Indianapolis: The History, the Industries, the Institutions, and the People of a
City of Homes356.

“"4Journal of the House of Repr esenHghthSessiers of t h

of the General As s esafidtives (ndiamapolis, IN:0NVs B Busfdrd, Goatmactor for
State Printing and Binding, 1893), 393.
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Note the use of the words Afidelityo an
words that seem designed to bolster the credibility of trust companies to the legislators
and the public. It was then referred to the Committee on Judiciangerhead, Chairman
McMullen, recommended the following amendment:
Before any corporations, created under this act, shall engage in any
business for which the same is organized, it shall deposit with the
Auditor of the State of Indiana bonds of the Stdtlndiana of the
par value of fifty thousand dollars, or bonds of equal value, to
secure the performance of all its obligations; and said company
might from time to time make substitution of others for such
bonds, but shall maintain the aggregate valusioh deposit as
l ong as it continues in business, 0 a
bill do pass?
It was again entered into the official record. It was later read a third time with the
amendment and put to a vote, but even Representative Collins, whodiadllyri
introduced it, voted against it and it failed-38." It was introduced a fourth time by
Collins once again, and this time was passed®' It was introduced into the Indiana
State Senate on February 21, and was made law under Chapter CLXtam4y14893"°

Although there are seventeen sections to the act, section ten and sections fourteen through

Ssi xteen are most rel evant to the | awds r ol

23Journal of the House of Repr es e nHghthhSessiers of t h
of t he Ge n e 554 [punctuatomorigyallo

BHJournal of the House of Repr esenHghthSessiers of t h
of the General Assembly, o 786.

“FJournal of the House of Repr esenHghthSessers of t h
of the General Assemhlyd 8 4 5.

“AJournal of the | ndi afE@mhthSessionefth® Genaral Assethbly i ng t h
Commencing Thursday, January 5, 1893, 0 ed. Il ndi ana
Contractor for State Printing and Binding, 1893),642fiLaws of t he State-of India
Ei ghth Regul ar Session of the General Assembly begu
Indiana General Assembly (Indianapolis, IN: WM. B. Burford, Contractor for the State Printing and
Binding, 1893), 344.
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The fourth power that was authorized to trust companies under sectioas:

To act as trustee, assignee or receiver in all cases where it shall be

lawful for any court of record, officer, corporation, person or firm

to appoint a trustee, assignee, or receiver, and to be commissioned

and act as administrator of any estatescutor of any last will and

testament of any deceased person, and as guardian of the person or

estate of any minor or minors, or of the estate of any lunatic,

imbecile, spendthrift, habitual drunkard or others person

disqualified or unable fromanycas t o manage 't heir est e

The crucial eighth power laid out under section ten specified the charges that a
trust company was allowed to levy against any trust for services and fees, stating that:

For the faithful performance and discharge of any sudt, duty,
obligation or service so imposed upon, conferred and accepted by
any such corporation, it shall be entitled to ask, demand and
receive sucheasonable compensation therefor as the same shall
be worth, or such compensation as may have bearagrbe fixed

by the contract or agreement of the partias well as any

advances necessarily paid out and expended in the discharge and
performance thereof, and to charge legal interest on such advances
unless otherwise agreed upon; and any compensation o
commission paid or agreed to be paid for the negotiation or
security of any loan or the execution of any trust by any such loan
and trust and safe deposit company shall not be deemed interest
within the meaning of any law of this State, nor shall anggsc
thereof over any rate of interest permitted by the laws of this State
be decreed or held in any court of law or equity to be usury, and
such compensation may embrace the employment of legal services
when necessary for the protection of trusts [emplaakisd]:’

Trust companies gained the right to charge fees for their administrative services
that were reasonable, but the definition of reasonable was never clarified. Nonetheless,

the law also specified that the charges must be in alignment with tieabagntract, if

% HLaws of the State of Indiana passed at the fHighth Regular Session of the General
Assembly begun on the FithDajo January,349A. D., 1983, 0

" HLaws of the State of Indiana passed at the fHighth Regular Session of the General

Assembly begun on the Fifth Day of January, A.D., 18881,[spelling errors in original document,
italics added for emphasis].
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any, between the testator and the trust company. This may very well be a key reason, if
not the main reason, that so many trust companies were anxious to help establish
community foundations. If a trust could not be executed accordithg twishes of the
testator because the cause, person or organization designated as beneficiary no longer
existed, then the estate could not be executed as originally agreed and management fees
for payouts would not be allowed to be charged againsttitetrus Thi s made @A Dea
trusts especially pernicious in the eyes of more paofiten bankers. Moribund trusts
caused a reduction in the amount of income a trust company could glean from such a
trust. To give bankers even more motivationtofindawaywoi d t hese fnDead
situations, oversight from state regulators was extremely stringent:

It shall be the duty of such Public Examiner, once every six

months, to make an examination of the books, property, affects

[effects] and liabilities of said coopr a t i o it shalllagpgar to f

the said Auditor of State, from any

said corporation has committed a violation of this act, or the law,

or that it is conducting businesses in an unsafe or unauthorized

manner [if the corporatiodoes not respond satisfactorily to the

charges] he shall communicate the facts to the Prosecuting

Attorn€&y [ é].

J. P.Frenzel and John H. Holliday wasted no time capitalizing on their successful
lobbying efforts to get legislative approval for theaidishment of trust companies in
Indiana.Frenzel started the Indiana Trust Company on April 1, 1893, less than four
weeks after the law was put into place. Although all of the board of the Merchants

National Bank, of whicld. P.Frenzel was president, cpnised Frenzel family members,

John P. Frenzel was the lone Frenzel associated with the newly established trust

BALaws of the State oFighth RegilanSessionoftiseGendralat t he Fi
Assembly begun on the FithDaya&h uary, A. EB53. 1983, 0 352
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company. Holliday, who was a director of the Indiana National Bank, incorporated the
Union Trust Company two months later on May 31, 1893, acdrbe its presidenit.

The utility of such a service to the average person caught on quickly. When the
Indiana Trust Company started on April 4, it had a capital stock certificate issued for
$750,000 and less than a month later it was raised to $1 mBjoh907, its deposits
were more than $7.5 million and exceeded the deposits of all other Indianapolis trust
companies combined. Howevdr,P.Frenzel at least wished to appear to be community
minded even as a businessman. According to a book that ersosed by the
Merchants National Bank (the descendant of the Indiana Trust Company), two of the
Frenzel brothers who were involved in banking, Otto N. and Oscar F., were always
thrifty, worked hard, and always looked to the future for opportuniie®.Frenzel,
however, differed from the other two in that, while his brothers were devoted family men
and shied away from community i ninmnded,e ment ,
community leader in the family, free to travel and devote unlimited tnhés varied
i nt e leisimmrtant to remember, however, that these were sanitized versions of
the history of these banks and those associated with them as they were published and/or
sponsored by the banks themsetveso oh ©bamck:
companies and community trusts were paid for by the institutions themselves and must be
viewed as extremely biased and premature efforts at positive public relations and

institutional promotion.

YHyman, AA Bit of-2B%adcty andthedBank, 188965:, TielS®ry of 100
Years in the Life of Indianapolis and the Merchants National Bank & Trust Company of Indianagolis
Helen R. Jarvis, (IndianapsliMerchants National Bank & Trust Company of Indianapolis/The Benham
Press, 196541.

The City and the Bank, 188%65: The Story of 100 Years in the Life of Indianapolis and the
Merchants National Bank & Trust Company of Indianapdia.
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From the beginnnngrusiol Compyaidyg Was oan 0.
Indiana National Bank, and its s@éiblished brief on its 89ear history stated:
Two strong affiliateséEach one stron
the combined resources and services of The Indiana National Bank
andThe Union Trust Company offer their customers exceptional
advantages in our City and State. These two institutions have
combined resources of more than $300,000,000. Whatever services
common to the banking and trust company field one does not have
the otler does, so that together they are equipped to handle any
banking or trust problem that could arfse.
Evidently using the word Atrusto in the
marketing tool, so other financial enterprises started using it regardlesstbiewthey
had been chartered as a trust or not. This became such anpssii@bly more for the
legitimate trust companieghat an amendment to the act was made in 1899, which stated
that it was wunl awful f or asnt .uon cVhaorltaetroerds ewne
charged $50 per day for each day of the offense by the attorney géBgrab08, trust
companies were doing so well that the state government decided that they should pay for
their own regulation and they were assessed bank exareasoih a sliding scale

according to their level of assets. The amendments of 1911 reveal that the trust

businesses grew considerably in just a few years. The power of the bank examiners was

% The Indana National Bank of Indianapolis: 80 Years of Service, 1888 (Indianapolis:
Indianapolis National Bank).

% Harrison BurnsBurns' Annotated Indiana Statutes showing the General Statutes in Force
September 1, 1901, VolumeThe Revision of 1881 asrended, and All Permanent, General and Public
Acts of the General Assembly Passed since the Adoption of that Revision, vol. Il (Indianapolis: The
BowenMerrill Company, 1901), 893.
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reduced, as well as their numbers, and it was made clear totlthethey could be
replaced at the anytinté.

In 1915 huge changes in competition for Indiana trust companies were made
when the state laws were amended so that all Indiana banks could engage in the trust
businesses. The law was changed to read that anyobaakings institution operating in
|l ndi ana Ashall be empowered by this act
description which may be committed or transferred to them, under the same rules and
regulations as now govern like powers in loanandu st ¢ @ This gislatos . 0
ended the monopoly that trust companies had controlled for over 20 years, forcing them
to compete with all banks for trust customers. This gave trust bankers and their powerful
affiliated attorneys a major reason to malommon cause in an effort to jointly and
profitably dominate the trust business in Indianapolis. Trusts being such a lucrative
business, in order to survive it would be imperative that competitive financial institutions
would have to devise a way to matkhemselves as the more trustworthy choice among
many.This could be an important reason why trust companies decided to help charter
community foundations. Being closely associated with such a philanthropic institution,
such as a community trust or fourtidn, projected a trustworthy image to potential trust
costumers. In fact, in other cities rival trust companies saw the importance of this
advantage and expressed their dissatisfaction. For instance, several Chicago trust

companies voiced their disappadthat the Harris Trust was the only trust company

% Harrison BurnsBurns' Annotated Indiana Statutes showing the Geneaali®s in Force
January 1, 1914V vols., Embracing the Revision of 1881 as Amended, and All Permanent, general and
Public Acts of the general Assembly Passed since the Adoption of that Revision, vol. Il (Indianapolis: The
BobbsMerrill Company, 1914), 29297.

% Harrison BurnsBurn's Annotated Indiana Statutes Supplement of 1918 Containing the General

Statutes Enacted at the Legislative Sessions of the 1915 and 1917, Together with Notes of the Decisions of
the Highest Court¥ol. V (Indianapolis: The BbbsMerrill Company 1918), 162.
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allowed to be associated with the Chicago Community Trust. As a result of their

insistence that they be included in such a public institution, several other Chicago trust
companies gained admittancetoraddvi sory Council, 0 but this
more than 30 years after the creation of the community*rimstontrast, the original

three trust companies chartering the Indianapolis Foundation never instituted any similar
accommodations. By 2%, more than 50 community trusts had been established, but

about 40 of them had been chartered by only one trust company. This clearly shows that

from the very beginning of the community foundation movement trust bankers wanted to
maintain monopolistic adrol over these foundations. Profit was their primary motive.

Logic dictates that if they were truly concerned about expanding the potential power of
philanthropic trusts and of endingth®@ser ge of t he dotrestatdoagh A De ad
the creation of ammunity foundations, then these trust companies execsinesd

haveinvited as many trust companies as possiblin in the effort in ordeto help

uplift their treasured local communities. Trust companies that were left out in the cold in

other cites also saw the duplicity of this arrangement and pressured the original founders

to open up the membership of this exclusive club. Support grew for the multiple trust
approach because it was fAmore apt ndb enlis

trust compani e of a community. o

% Loomis, The Chicago Community Trust: A Hisgoof its Development 1918962, 7.

% Herrick, Trust Departments in Banks and Trust Compar2éd.
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Fees Charged by Trust Companies for Trust Administration and Distribution
For this study, the most important parts of trust company fee schedules are the
charges for the distribution of funds from trusts, such gmpats to beneficiaries. No
other scholarly research has scrutinized the profit motive for forming community
foundations. By 1925, there were laws and regulations in many states concerning limits
on how much a trust company could charge its trusts forraskmative and legal fees.
However, Indiana had no such limit. If the fees charged in other Midwestern states are an
indicator of the fees that Indiana trust companies charged for trusts created by wills or
court created trusts, the trust business wasmdeghly lucative. These fees range from
10 percent othe first $1,000 handled todercent of funds over $5,000. Timaximum
fees for the states closest to Indiana were as follows:
Mi chigan é 5 per cent on first $1,00
$4,000, 1 pr cent on balance.
Ohio é 6 per cent on first $1,000, 4
cent on balance.
Il 11l inois é Not over 6 per cent on pe
proceeds of sale of real estate.
Kentucky ¢é Not over 5 g@amcent on all
disbursedspelling in original document’
From these outlined Midwestern fee schedules, we can reasonably assume that
Indiana trust compaes were charging 4 orfercent on tb smaller amounts and around
2 percent on the larger balances jissthandling those amounts, whether from the
original acceptance or disbursement. Some even argued that the problem was not that
trust companies charged too much but that they charged too little, which caused problems

for the companies and the trustbusie i n gener al . Even statesé

specific language concerning the right of the trust company to charge such fees. Part of

2" Herrick, Trust Departments in Banks and Trust Compar88&-335.
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this language stemmed from the fear that financial institutions were unstable at this time
in history and failure wasot unusual. One law book of the era even had a section titled
ANecessity That Trust Company Shourmusi Recei
companies wre corporate fiduciaries and thus it should follow that:

[ €] as a cor por atielarfpowdrasabasmess i s gi v e

agency it naturally would be deemed not only in accordance with,

but in strict requirement of, public policy, that it should earn in the

exercise of that power such compensation as will maintain its

solvency. Like the compenga to which a common carrier or an

insurance company, it not only is entitled to charge, but may be

required to charge reasonable compensation for its services and the

risk involved?®

In fact, the main responsibility of regulators was not to protedrtisé account of
the individual from pillage, but to insure that the bank itself remained solvent.
Furthermore, a bank examiner could insist that a trust company charge more for fees,
reasoning that #Anaturally [ helwthawul d not p
compensation and thus imperil its solvency. By like token [he] could demand that it
char ge r eas on a*hThigpressormfpom neguiators to pushdrust
companies to collect sufficient fees assuredly caused concern among trust company
executives about their inability to charge administration fees to mortmain trusts that could
not be administrated:his too drove trust companies to create community foundations to
avoid this regulatory problem ¢ssilg.t o i ncr e
It was also a matter of professional appearance to charge less than a reasonable

fee for servicesAlthough fee limits were set by law or contract, trust companies often

lower their fees to attract new customers or impress current ones. Theféss

% John H.SearsA Treatise on Trust Company Lg@hicago: T. H. Flood & Company, 1917), 27.

# SearsA Treatise on Trust Company La28.
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Aunrestricted competitiono was thought to
The preference of some was to keep the fees at required consistent levels so that trust
companies would have to compete on the quality of service insté¢lael disreputable
cutting of fees below the federal rates. One of the justifications for this asserted that trust
departments needed to empl oy specialized p
kind of expert and trained clerical force, secuaityalysts and also definite material
faci Pities. o
In 1925, Clay Herrick, vic@resident of the Guardian Trust Company of
Cleveland voiced this concern that the trust companies did not charge enough for their
services, stating that:
As a matter of facthere have been few instances in which trust
companies have erred on the side of charging too much for their
servicesThe tendency has been the other way. It is pretty well
understood among trust department officials that the earning value
of the departma to its company lies in the steady and dependable
income which it provides and in the growth of earnings as volume
increases, and not in relatively | ar
clients of the services of an experienced trust department is usually
well above the charges matle.
Trust company officers believed that the fees they charged were a bargain
compared to the expertise and advice offered to the client. The preservation of a
profitable fee level was of such importance that, during the 1920 Camspany

Division meeting of the American Bankersbo

discussion? The Committee on Standardization of Charges was formed in 1918. At the

% James G. Smitfhe Development of Trust Companies in the United Stisims York: Henry
Holt and Company, 1928), 363.

31 Herrick, Trust Departments in Banks and Trust Compar8és.

32 Smith, The Development of Trust Companies in the United SB36ds365.
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1920 meeting, a schedule of fees was introduced and adopted. The comatatbéhst
the reasons for this suggested schedule included:

(a) That a standard schedule must be fixed upon a basis that the
average duties involved and responsibilities assumed are those
usual in the average trust of its kind, as administered in the
average ommunity, with sufficient service rendered and
adequate skill employed.

(b) That the compensation must be fair and reasonable for the
service rendered, and advantageous to the patron as well as
remunerative to the trust company.

(c) That exorbitant charges retavdprevent the growth of the trust
business, whiletnadequate charges eventually result in the
deterioration of the quality of service rendered, which in turn
reacts unfavorably upon the expansion of the trust business
[emphasis added].

(d) That a uniform ostandard method of charging throughout the
country should tend to stabilize the trust business and create a
better public opinion of the value of trust services.

(e) That as a guide or indication of general trust costs the
schedules should serve as a detetettiat evil now prevalent
i n many communities, whieghmely Ainjur.i
practice inevitably results in inefficient trust servite.

This passage shows that these trust company giants of capitalism did not truly
embrace the capitalist concepttoi am Smi t hés Al nvisible Handbo
competition that acts as the great equalizer, which would naturally intervene in the affairs
of business to insure better products and services at lower prices. These trust bankers felt
that they were abovéé¢ crassness of competition based on price, that it was somehow
dishonorable to offer trust patrons or their heirs a better return on their money. The
committee created twelve schedules of how the fees of different kinds of trusts should be
handled. Schedue XI deal s with court trusts, or tr

Appoint ment or Court Decree.o It states th

trusts should follow state guidelines. This is probably because trusts of this nature are

% Herrick, Trust Departments in Banks and Trust Compar84§-318.
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very different from each other and therefore require a variety of administrative tasks that
cannot be standardized. However, it does state recommended rates for both an annual fee
and for closing or distribution fees. The annual fees recommended aréftheeef one
percent of the value for real estate with a minimum of $15, andhalhef one percent of
cash and securities with a minimum of $10.

Even more important are the suggested fees for the distribution of funds, which
include the cost of attorney fees plonehalf of one percent of the value of the
disbursement with a minimum charge of $ZBe schedule also suggests that the charge
to charities c o Yetthelrest compaenees chieatihg thk éndianapelis . 0
Foundation ignored that passags they always charged fees for their administration of
the foundati onds t r us tfte trusi ¢ompamiescoaldmmtl poi nt
disburse the funds, they could not charge an additional fee for disbursemr case
of ADead sHoatrustthatwera difficult to administer to a beneficiary, this
negatively affected the profitability of the trust company.

These proclamations show that trust companies wanted to maintain profitability
and avoid competition at all costs, even lfardered on price fixing. Price fixing was
precisely the accusation levied against the railroad and oil trusts of the late 1800s and
early 1900s which gave trusts a bad reputation in the first place. Conversely, the trust
companies were also very concatnéth gaining the trust of the patron as well as
improving public opinions about trust companies on the whole. As a result, they wanted

to avoid any controversy over egregious price gouging by their peer institutions.

34 Herrick, Trust Departments in Banks and Trustn@mnies 327.

% Herrick, Trust Departments in Banks and Trust ComparBes.
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Using Advertising and Marketing to Promote Community Trusts

To expand their trust business, most trust companies created booklets and
pamphlets to distribute to law offices, bank offices, and to civic and charitable leaders in
the community. Some newspaper advertising was also done wiéd maviews. For
example, at great expense the banks sponsoring the Chicago Community Trust took out a
seriesofquartepage ads i n major newspapers. Althoi
Distribution Committee came to the strong opinion that thispeagm was a mistake. The
general community seemed to get the idea that the Community Trust was some kind of
commercial enterprise, trying to cash in on charity. It took several years to live that
d o wii Théfact that the trust company went to such gngagrese to advertise its desire
to hold these perpetual trusts is even further evidence that profit, not benevolence or real
community service, motivated its leaders. As competition for trust clients grew,

opposition to trust companies arose from a versnidable group- the lawyers.

% Frank D. LoomisCommunity Trusts of America: Their Origin, Development and Status After
Thirty-Six Years, 1914950(Chicago: National Committee on Foundations and Trus&))129.
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The Lawyers vs. the Bankers: Titans of Wealth Clash
Not everyone was as concerned about the-bastig of trust companies, least of
all the jealous lawyers who, until trust companies were created, had the largest share of
thetrust business and served as trust administrators. One lawyer who vehemently
opposed trust companies was A. K. Montrose. He wrote iNitiggnia Law Registem
1911 about ASome Defects in Trust Companie
paper arencluded here only because he covers a good many issues that are not addressed
by other historical documents and because he wrote sentiments imbued with the colorful
language of the legal profession at the time. Montrose claimed that the administration of
a trust should be left to a capable individual rather than a company because the pressure
of individual responsibility was the single most important insurance for the proper
execution of such a trust. He accused trust companies of soliciting clients using
unprofessional tactics. He blamed this, in part, on the growing number of corporations
encroaching on traditional ways of doing business. He detested their undesirable
practices, writing:
One of these is the Adrummingo for b
depi cable in their methods of obtaini
|l awyers, 0 the only difference being
business they seek. Not infrequently the body of the deceased is no
more under the sod until an officer of a trust company g
the door bell of his late residence and presenting to the widow and
the heirs the advantages of an administration by his company.
Even friends of the deceased are sought to obtain their influence
with those interested in the estate. This is a compdersal of
the old order of affairs, and a course of conduct that no lawyer of
any delicacy, and few of any sense of fithess and propriety of

t hings, is willing to pursue. It i s
code of ethics as expounded by all et on that subjeét.

A. K. Montrose, fSome TDheVigioidlLaw Registelorno.9t Compani
(1911), 641647, 645.
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He stated that trust companies often assigned poorly paid employees to do the
actual work and that no one person was held personally accountable for any problems
that might arise. As many state and federal legislatures are domiydtedyers,
Montroseds arguments may al so reveal some
legislation passed to allow trust companies to operate:

Trust companies are formed for the purpose of making money for
their stockholders. This is the soletive for their formation. They

are not benevolent institutions, but are thoroughly commercial. The
larger their dividends the more valuable will be their stock, the
more satisfied will be the stockholders, and the more likely will
their managers be able tetain their positions.

The income of the trust companies in the handling of trusts or
estates depends on the fees they receive as administrators,
guardians, assignees, and receivers. If the income from these
resources can be increased and the expehsekninistration
diminished, the larger will be the next dividend; or the value of
their stock in the market will be enhanced thereby, because of the
undivided profits remaining in the treasury.

In the very beginning the monetary interests of the troistpanies
are antagonistic to those of the trusts they are appointed to
administer; and it is an antagonism with which it is difficult to
cope. No court can be expected, in making them allowances, to
know all thefins and outgof the business, nor alwatfse exact
value of the services rendered. To some extent the trusts, over
which these Trust Companies are put, are at their mercy.

But at this point another factor enters, which is a far more serious
one than the one just mentioned, and this is thetadbe trust
companies in handling the business pertaining to estates and trusts.
The less the company has to pay its employees, the less the cost of
administration will be to the company, and, consequently, the
greater the profits. But in the use of aahenan there is a loss of
efficiency. The handling of the property of an estate, of a
guardianship, of an assignment, of a receivershgtmist,

requires judgment and business capacity to secure the best results;
and these cannot be secured in a cheap m

It is the practice of trust companies to secure as cheap assistants as
is compatible with the dispatch of business, although they are
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quick to deny this charge. A fifteaiollar-a-week clerk is often

placed in the actual charge of a difficult busses in the winding

up of an involved estate or trust, which requires the insight and

experience of a trained business masuch a man as usually was

secured before the trust companies came into the field. The best

results cannot be thus attained; tlestlinterests of the estate or

trust cannot be thus served. Indeed, there is occasionally a manifest

inclination to settle up an estate as quickly as possible, if thereby

the cost to the company in handling the estate is lessened and the

fees to it are theame as if the administration were longer drawn

out; thus, to some extent, making a sacrifice of the estate for the

benefit of the trust compariy.

The last two paragraphs of this passage directly address the fees that trust

companies charged and the nealentive: the less their expenses, the greater their profit.
This aggrieved lawyer also pointed out that those with little knowledge of the trust
business do not have the professional knowledge to judge when fees are unreasonable or
affairsarenothandld correctl y. He attacked the trus
interest on the trusts, stating that 1t wa
means running over the entire pefHealdo t hat
accused he trust companies of using the assets
businesses and never account for the profits. It is the law, as we all know, that if an
administrator uses the funds of a trust in his own business or in an investment for himself,
he must account for all profits he receives, and the courts will hold him to strict
accounting. Yet trust compani é€3heccasonfamt hav

this was that trust companies paid interest on the trust and therefore hadaingast

the assets as they chose, but Montrose complained that the interest they paid was very

B¥Montrose, fiSome Defecthd3d in Trust Companies, o 6
¥Montrose, fiSome Defects in Trust Companies, o 6
““Montrose, fiSmnier Dxetf e€Gampani es, 0 647.
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|l ow compared to the actual profits and was

“an individual . o

instant in
The combative Montrose Further attackied trust companies as untrustworthy

stewards, emphasizirtbeir relationship with banks, especially national banks. It must be
remembered that banks at this time still did not have the security of a Federal Reserve
System and were always looked upon stispsly by government authorities and the
general populace due to their questionable financial entanglements with big business.
Montrose pulled no punches in his assessment of the seediness of this arrangement,
claiming that:

Nearly every trust company haa invisible connection with a

bank--- usually a national bank. Officers of these national banks

are often on the directorate of the trust companies, or are heavy

individual stockholders therein. As is well known, national banks

cannot loan their fundshareal estate security, but it is very easy to

| oan the bankds funds to a favorite

them on real estate security. Thus, there is almost an evasion by the

bank, through the convenience of a trust company, of the national

bankingact.*

Montrose put the finishing touches on his thrashing of trust companies by

pointing out that these trust companies were involved in politics and used their influence
to support legislators and judges who, once in office, caused the stock ofthe tr
company supporting them to rise because th
charges caused delays in getting legislation passed to legalize the establishment of trust

companies in several states. Lawyers also attempted to strip established trastiesmp

of their ability to administer trusts. This could well explain the failed attempts to get trust

“Montrose, fiSome Defects in Trust Companies, o 6

“Montrose, fiSome Defects in Trust Companies, o 6
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companies |l egalized in Indiana in the ear/|
mid-western and western states the progress of trust compasibsdraretarded by the
fact that the legal profession prevented legislation looking to the formation of trust
compaftii es. 0
The California Bar Association also weighed in on the issue. It felt that not only
were the trust companies attempting to pradtiee which the association believed was
prohibited by state trust company law, but that they were giving away legal services for
free. To make matters worse, they hired lawyers as employees to write up wills and take
care of the legal processes, which mattgrneys felt was a conflict of interest because
the lawyers were not representing the client, only the interests of the trust company. A
ABrief Submitted to the Committee of the L
Practice of L awdépegficatlypmlsbiing trast cangoanies fiarw
practicing law. It cited a brochure from a trust company and charged that:
[ €] on page 17 thereof, wunder t
made your Will ?06, appears the f
draw you will, deposit it in its strong vaults for safe keeping, and,
at your death, deliver it to the Clerk of the Court for probate. Your
property will be properly collected, cared for and distributed by

officers who are selected because of their legal attaiteraand
business judgmento [punctuation in o

he he
ol |l ow

The companies referred to above solicit free consultations
respecting the preparation of Wills, advising clients by attorneys
employed by them (and who are generally paid employees of such
conmpanies, such attorneys in many cases being designated as trust
officers) respecting laws governing distribution of property in
estates of descendent s. [ €] The atto
the law practice for the corporation does not represent the
customer, but represents the corporation, and is not directly
responsible to the customer, but is directly responsible to the
corporation. The corporation is not qualified to practice law, yet by
reason of the aid of such attorney trust officer, the catpmor is

“3 Smith, The Development of Trust Companies in the United St36&s
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practicing law which the proposed legislation is designed to
prohibit*

The unlawful practice of law by trust companies and the resulting perceived
conflicts of interest became a national concern among lawyers. On the east coast, lawyer
JuiusHenry Cohen from New York City wrote tha
both for the trust company and the maker of the will without violating fiduciary principle.
No man can serve two mastetss precisely at this point that the differentiationvaegn
businesandprofessiomc cur s o [ i t al i ¢ sltiemain®acurigsitynaal d o c
to why these lawyers and other trust administrators during the decades and centuries
before 1914 had not developed the concept of the community trust. Sexely th
encountered the same problems in charitable administration that trust companies
encountered.

The attitudes of lawyers began to change slowly, mostly because lawyers were
still needed by trust companies to draw up and defend wills and trusts. Theslanger
bankers were realizing the many mutual advantages in this profitable endeavor and began
to make common cause. In 1910, several years after trust company laws were enacted in
Indiana, the viceresident of the Indiana Bar Association, E.R. Keith, esklrd the
Indiana Bankers Association on the apparentconfigt. r epor ted that, ATl
looked upon the Trust Company with as much suspicion as does the small balyeupon
advent of his baby broth&érhe knew his status up to that time, but was hatlassured

as to the hereatfter.[..] there was a decided feeling of opposition, on the theory that the

“ Proceedings, Eleventh Annual Meeting, California Basociation, Santa Cruz, California,
September 23, 24, 25, 192(5an Francisco: California Bar Association, 1921), 374.

“Julius Henry Cohen, fUnl awful Ahnalsofthece of t he
American Academy of Political and Social $cieCl, no. May, 22 (1922), 47.
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Trust Company was going to usurp the fieldrad lawyer in probate matteirdriefly,

t hat

t

he trust ¢ omp affieadnatedhat,défategrust o pr act i

companies, reliance on lawyers alone led to:

[ €] a | axness in the handling of est

in the more populous counties, that will never be repeated in the
history of the state. [akérofaAnd when
will who selected a prosperous business man to act as his executor

had no assurance that the prosperous business man would still be
prosperous, or even be in existence when will became effective, it

is small wonder that people were ready for sitrimg more

per manent than personal executor s.
some extent it still exists, lawyers were afraid to have their clients

get into communication with Trust Companies, for the very vital

reason thathey were not assured of the futeantrol of the

cl i ent 6[gmpbasisaddeds s

During the same conventiothe pesident of the Trust Company Section, James

L. Randel, attempted to bridge the divide between bankers and trust companies by stating

their common interests. Addresgithe trust company officers, he urged them to

understand that:

The lawyer stands at the threshold of your existence into the
administration of trusts, for the public comes first to him with their
troubles, therefore it becomes your duty to educate him to
understand and feel that you are not his enemy; that your interests
and his are identical, and to show him by frank and honest
treatment that he has nothing to fear from you. You will find him
skeptical. He fears that when you establish your reputaten th
public will come to you first, and that instead of him naming you
as administrator, you are to name him as attorney. But you must
have attorneys, and why not be frank and fair to all? The young
attorney who has not yet firmly established his own repmriati
takes more kindly to your interests than the older oResn when
you fail to impress the lawyer you must go directly to the public

“®The Indiana Bankers Association Fourteenth Annual Conver(ionsville: The Indiana
Bankers Association, 1910), 111.

4" The Indiana Bankers Association Fourteenth Annual Converttitix
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and show them, in fact, show them both at the same time, for the
information you give to the public will do the lawyao harm?®

Among those in the legal profession, the trust companies were not well thought of
and were being portrayed as busirgtezmling, moneyjhungry, devious institutions that
preyed on the bereaved. As Montrose pointed out, these were not benmsbieions,
but first and foremost, profihaking corporationd.believe that combating this attitude
was a large padf the motivation of trust companies to establish community foundations.
Not only would such foundations enhance the reputatiorust tompanies by advancing
corporatized, but spurious, philanthropy within the community, they would also give
them a competitive edge in credibility over other trust companies and eventually all
banks. APhilanthropico baadleweersfromtoustl d t hen
administration, engrossing the fees that lawyers once collected for trust services. The
desire for this competitive edge can also explain why community foundations were
started by only one trust company in the early years. In thiexipthe Indianapolis
Foundation was a rarity as a foundation with multiple trust companies involved, although
only three were invited to participate. The role of the foundation became to relieve trust
companies of the burden of charitable administratdnle lessening the cost to the trust
companies of administering the terms of any charitable trust.

For several years after the creation of the Cleveland Foundation, many authorities
on the subject continued t o anndso sttr ushtatt hiatt
caused the creation of the community trust. As James G. Smith, of Princeton University,

wrote in 1928:

“8 The Indiana Bankers Associati¢-ourteenth Annual Conventiph08.
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It has long been a problem in the proper administration of
charitable gifts to apply the funds in accordance with the specified
purpose bthe gift after conditions have so changed that the
specified purpose is no longer practicable, if indeed possible at all.
A charitable trust fund left in 1835 to help poor immigrants make a
start in what was then the far west and now is called the Ohio
valley, is not practicable under modern conditions. Funds left for
specified purposes for the benefit of students often outlive the
purpose named when customs change. Yet, under the law of trusts,
the trustee is bound to observe the terms of the deedsgfill,

or indentured creating the trust; but the law has recognized these
difficulties and for many generations has solved them or attempted
to solve them by the application of the doctrine knowayasres
Under this doctrine of the law, when it beasrnimpossible or
impracticable to apply the funds of a charitable trust in exact
accord with the terms of the deed, the courts will allow the trustee
to use the funds for some charitable purpose closely related to the
one named by t hetoguversamethease [ é] I n ord
difficulties and to promote philanthropic work of a highly

beneficial character, the trust companies of many cities in recent
years have devised the community trust glan.

Some may argue that benevolence, not profit, was the motiaticreating
community foundations and trusts, but the fact remains thaytpeesegal procedure
was available to sever the fAdead hando tha
t heir donor 6Howewertheguserofy Ipreditigatioa meant expensive and
protracted legal action in the courts, as well as the expenditure of valuable time that could
be better utilized in making money. Many people considered philanthropic trusts as
available only to the wealthy and did not consider legtireir small amount of funds
with a trust company. Therefore, encouraging donors of moderate means to pool their
money into a community trust was yet another way to increase business and grow the

trust companyds assets.

%9 Smith, The Development of Trust Companies in the United Sthf8s110.
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The Clash between Banks and Trus€Companies

Even amonghteir banking brethren there was animosity toward trust companies.
Most of this was driven by what bankers thought were unfair levels of oversight of banks
compared to the lax oversight of trust companies. Clearly, trust comparesuting
into the banking businesses and it was not appreciated by competing bankers. As
Al exander Noyes concluded, AThe simple tru
national banks are unreasonably restricted, or else the precautions dimgdrust
companies are too | oose. [ €] The banking |
amended so that institutions doing a simple deposit banking business under another name
shall be required to erect *AthaghNeyéseguar ds
claimed to be concerned about the failure of trust companies in the event of a financial
calamity such as those in 1857, 1873 and 1893, he also commented on the enormous
growth of trust companies in a short period of time. He cautioned thairtvigh was
because the trust companies had the benef.
not yet been tested by a major financial downturn.

The State Superintendant of Banks of New York also commented on the state of
trust company regulatioin 1904. He cited several states and the differences in their trust
company regulations and laws, and voiced his frustration with the lack of standardized
controls. He also railed against the ability of trust companies to accept deposits from
businessebecause they were doing things that only banks should be allowed to do. In
addition, he also felt that trust companies should not be allowed to invest in untried and

untested securities, anot her arena iof bank

Al exander D. Noyes, fiThe Trust CPditgadScieres: | s T
Quarterly, 16, no. 2 (1901), 24261.
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the name 6Trust Companyd could have a unif
implying strict compliance with wise laws, adequate state supervision and control and
conservative anlt safe management . 0

It seems that t hes eywarrantddjwhaebertberncer ns w
motivations, when the great financial panic of 1907 took its toll on all banking
institutions, with trust companies seeming to fare wékse.c or di ng t o one s O
companies in New York City suffered a tremendous contra@d deposits and loans as a
result of depositor withdrawals during the Panic of 1907, while state and national banks

experienced no comparable contraction. o

The Proof is in the Assets

The test of whether or not the creation of the Indianapolis Ftiondzecame

especially profitable to the three trust companies that chartered it may be seen in a

comparison of the triobds growth in assets
the foundati on. I n economi c differengeumage, t hi s
di fferences. o I n order to determine if the

made of trust companies in Chicago and Clevelamiés in whichcommunity trusts

were started about the same time in the Midwest. For comparison gl @hlysrust
companies that were in business during the same periods of time before and after the
community trusts were established, with the exception of the Fletcher Trust and Savings,
because it was not established until 1912 and was one of the hatsttarted the

Indianapolis Foundation. As shown in Table 1, in the nine years between 1905 and 1914,

*FrederickD. Ki |l burn, #AControl and AShalpoéthevAmericaan of Tr
Academy of Political and Social Scien2d, The Government in Its Relationship to Industry (1904327

2Ellis W. Tallman Jon Moen, flTthiestB a&rokhpRan iecs , of
Journal of Economic Histor§2, no. 3 (1992), 628
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before the Indianapolis Foundation was created, the assets of the Union Trust Company
and the Fletcher Trust and Savings Company increased 110%. &tssbstantial

increa®, but not as large as thther trust companies in existence during the same

period. They had a total asset increase of 229wever, this changes dramatically from
1914, two years before the foundation was created, until 192dfars after it was
established. The three banks associated with the Indianapolis Foundation posted a 148%

increase, while the others had only 60% growth as a group.
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1921%
1914 1914% 1921 Increase
Assets Increase Increase Assets Increase Over
Assets 1905 | 1914 over 1905 Over 1905 | 1921 over 1914 | 1914

Trust Company Assets
Connected to
Community
Foundations or Trusts in
Indianapolis
Fletcher Trust and
Savings Company,
Indianapolis 0 9,633,000 0 16,638,000 7,005,000 72.72%
Indiana Trust Company 7,269,000 9,510,000 2,241,000 30.83% | 17,586,000| 8,076,000 84.92%
Union Trust,
Indianapolis 3,678,000 3,898,000 220,000 5.98% 22,930,000 | 19,032,000 488.25%
Total Assets 10,947,000| 23,041,000 12,094,000 110.48% | 57,154,000| 34,113,000| 148.05%
Trust Company Assets
NOT Connected to
Community
Foundations or Trusts
Farmers Trust
Company, Indianapolis 122,000 1,263,000 1,141,000 935.25% 1,859,000 596,000 47.19%
Security Trust
Company, Indianapolis 752,000 1,615,000 863,000 114.76% 2,746,000 | 1,131,000 70.03%
Total Assets 874,000 2,878,000 2,004,000 229.29% 4,605,000| 1,727,000 60.01%

Tablel: Comparison of Trust Company Assets in Indianapolis, 290351 >

Similar results were found when looking at a comparison of the Cleveland
Trust Company (the only trust company involved in the creation of the Cleveland
Foundation) with those who were not so involMecbmpared its assets against
the only three trust companies that were in existence between 190682hd
According toTable 2 from 1906 to 1914, the Cleveland Trust increased its assets
by $7,978,679, or 26 percemuring that same period, the other three trust
companies had increased asset26f 53,413, or 97 perceriaér outpacing the
Cleveland Trust Company. Keeping inna that the Cleveland Foundation was
established in 1914, the tables turn from 1914 to 1922, with the Cleveland Trust

increasing by $24,717,564, resulting in a 322 percentrease, while the other

3 Trust Companies of the United States: 1914 Edjtiblew York: United States Mortgage &
Trust Companies, 1914xnnual Report of the Auditor of State of the State of Indi@indiarapolis: State
of Indiana, 1906); Indiana Secretary of Stétenual Reports of State Officers, Departments, Bureaus,
Boards and Commissions for the Fiscal Year Ending September 30(15221).
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three banks record an imase of $87,172,457, only affercenincrease. In
addition, by 1922, the Cleveland Trust had more assets than the three other trust

companies combined.

1914% 1922%
1914 Increase 1922 Increase
Assets Increase Over Increase Over
Cleveland 1906 Assets 1914 | over 1906 | 1906 Assets 1922 | over 1914 1914
Trust Company
Assets Connected to
Community
Foundations or
Trusts in Cleveland
Cleveland Trust
Company 30,759,722| 38,738,401| 7,978,679 25.94% 163,455,965| 124,717,564| 321.95%

Total Assets 30,759,722| 38,738,401| 7,978,679 25.94% 163,455,965| 124,717,564| 321.95%
Trust Company
Assets NOT
Connected to
Community
Foundations or
Trusts
Guardian Trust
Savings & Trust
Company 14,660,240 31,275,273| 16,615,033| 113.33% 93,649,312| 62,374,039 199.44%

The Pearl Street
Savings & Trust Co. 2,895,176 5,994,732| 3,099,556 107.06% 22,417,688 | 16,422,956| 273.96%

The State Banking &
Trust Co. 3,048,676 3,387,500 338,824 11.11% 11,762,962 8,375,462 | 247.25%

Total Assets 20,604,092| 40,657,505| 20,053,413| 97.33% 127,829,962 87,172,457| 214.41%

Table 2: Comparison of Trust Company Assets in Cleveland, 119082

To see if this pattern of comparative increased profit was common among
trust companies that chartered community trusts and foundations, | also looked at
the Harrs Trust Company and its relationship with the Chicago Community
Trust. Like the Cleveland Trust Company, it was the solo trust for the foundation
in the beginning. However, the Harris Trust & Savings was not founded until

1907, so the data was collected & trust companies in that year for comparison.

> Trust Companies of the United States, 1906 Edition; A Qatigi of the Statements of
Condition of Trust Companies of the United States and of June 30th,(INe@¥% York: The United States
Mortgage & Trust Company, 1906)rust Companies of the United States: 1914 Edijfionst Companies
of the United States, 29 Edition: Statements of Condition, June 30, 19R2w York: United States
Mortgage & Trust Company, 1922).
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The data for comparison was taken from the same 1914 and 1922 resources as the
Cleveland comparison. In Table 3, we see that from 1907 to 1914 the Harris Trust
had a tremendous increase in assets compartée other trust companies, up 330
percent compared to an increase of 44 percent. It must be taken into account that
the Harris Trust had just started in 1907, and during the years before 1914 it had
merged with several other trust companies, absorhigig assetsThis could be

the direct result of the Panic of 1907, which depleted the resources of several trust
companies and made them vulnerable to takeovers. The Harris family, who were
already in the banking business, had the financial acumen totesemin moves.

So buyouts and mergers, rather than increased reputation and customer
confidence, deserves the major credit for its increased assets during this time.
Even so, after the creation of the Chicago Community Trust, the Harris Trust still
bestedhe average increase of all the others with an improvement of 99 percent

versus 75 percent.
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1922%

1914 1914% 1922 Increase

Increase Increase Increase Over
Chicago Assets 1907| Assets 1914 | over 1907 Over 1907 | Assets 1922| over 1914 1914
Trust Company Assets
Connected to Community
Foundations or Trusts in
Chicago
Harris Trust and Savings 5,890,234 | 25,338,544 19,448,310 330.18% 50,525,598 25,187,054 | 99.40%
Total Assets 5,890,234 | 25,338,544 19,448,310 330.18% 50,525,598 25,187,054 | 99.40%
Trust Company Assets NOT
Connected to Community
Foundations or Trusts
Central Trust Co. of lllinois 16,596,086| 51,056,911 34,460,825 207.64% 85,295,015 34,238,104| 67.06%
Chicago Title & Trust Co. 12,739,910| 21,941,794 9,201,884 72.23% 19,082,540 -2,859,254 | -13.03%
Drovers Trust & Savings Bank 2,428,314 4,688,984 2,260,670 93.10% 7,097,872 2,408,888 | 51.37%
First Trust & Savings Bank 30,854,781 71,416,383 40,561,602 131.46% | 117,328,933 45,912,550| 64.29%
lllinois Trust & Savings Bank 108,029,209| 109,633,797 1,604,588 1.49% | 168,219,836 58,586,039| 53.44%
Merchants' Loan & Trust
Company 56,603,041| 64,521,308 7,918,267 13.99% | 151,075,197 86,553,889 | 134.15%
The Northern Trust Company 31,358,182| 35,691,034 4,332,852 13.82% 59,038,944 23,342,910| 65.40%
North-Western Trust &
Savings Bank 1,208,905 5,282,003 4,073,098 336.92% 18,542,255 13,260,252| 251.05%
The Peoples Trust & Savings
Bank of Chicago 1,179,023 7,765,093 6,586,070 558.60% 15,977,026 8,211,933 | 105.75%
The Pullman Trust & Savings
Bank 4,301,621 4,940,664 639,043 14.86% 6,531,833 1,591,169| 32.21%
State Bank of Chicago 19,850,258| 30,333,373 10,483,115 52.81% 51,903,357 21,569,984 | 71.11%
Union Trust Company 14,528,358 | 24,614,826 10,086,468 69.43% 57,700,297 33,085,471 | 134.41%
Total Assets 299,677,688| 431,886,170| 132,208,482 44.12% | 757,788,105| 325,901,935| 75.46%

Table3: Comparison of Trust Company Assets in Chicago, 18802°°

The comparative financial information in Table 3 shows an impbrtan
correlation between the increased assets of the trust companies and their role in
creating community trusts and foundatioNst only did community trusts help
increase trust company assets, they also relieved trust companies of a
responsibility that mdswvere quite iHprepared to perform and that was the

antithesis of their main charge to create wealthe responsibility of giving

% Trust Companies of the United States, 1907 Edition: a Compilation of the Statements of
Condition of Trust Companies of the United States asmd 29th, 1907(New York, 1907)Trust
Companies of the United States: 1914 Editibrust Companies of the United States, 1922 Edition:
Statements of Condition, June 30, 1922
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money awayln 1927 Evans Woollen stated frankly to the New York Community

Trust that as a b ankyfaundatien déservestelveed t he fAco
regarded as an ass &Noticethat erefemmed roitasiarmp or t anc e
fasseto relative to the bank and not to th
foundation took on the task of locating a beneficiary and hagpdtie

philanthropic decisions and exchanges, a-tmesuming job that increasingly

required specialized skills and informatio
freed from duties other than the purely fiscal ones which it is best equipped and

organ z e d t o ° Thise seftimennnadreiterated almoBtygars later by

Daniel J. Koshland, the firshairman of the Distribution Committee of the San

Francisco Foundation, established in 1948. In an interview for an oral history of

the foundation,herc al | ed t hat #Awe heard from banks \
came into funds to go to charitable organizations, that they had no way of

knowing where those funds should go. Bank officers are not particularly

cognizant of the varifous needs of the comm

Conclusion

This research shows that trust companies came into being and flourished
because they filled a gap in public need. There was no place for rolddie

people to have savings accounts and safety deposit boxes for their valuables,

®Evans Woollen, fASpeech before theCoMyoiv Yor k Com
Speech, Woollen Collection, Indianapolis, Indianapolis Marion County Public Library/ The Indianapolis
Room Archive.

*Wool |l en, fASpeech before the New York Community
®Gabrielle Morris, fABay Ar ea FHKoshladdaRespondingHi st or vy

to the Flow of New iRhgAea FaumdationtHetorZ SerfBerkeley:tRegeris i n
of the University of California Berkeley, 1976), 2.
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including wills, because only the wealthy elite and corporations were given access

to the banks of the day. Even if they had been accessible, they would have been

seriously mistrusted by the general public. It is no accident that these new entities
decided to calltheres| ves fAtrusto companies, as trust
to a very skeptical clientele.

Lawyers, many of whom were serving as state legislators and who were
selfinterestedly impeding the creation of trust companies, looked upon them and
their foundes as parasites of the bereaved, scoundrels who lacked ethics and
charlatans who practiced law without a license. These beliefs were especially held
by lawyers who specialized in wills and administered estates. They saw the trust
company as adeviouscompdt or , negl ect f ul of their cli
profit. Even lawyers who were employed by trust companies were held in
contempt by other lawyers. Unable to convince the old guard of the legal
establishment that trust companies meant them no harshcompany officers
targeted young lawyers for recruitment who had little experience and no
established legal practice. Eventually, as bankers and lawyers saw the mutual
financial benefit of working together, these claims of a lack of ethics and
charactefaded away. These professionalizing business elites had found common
ground, and now they increasingly controlled estate philanthropic giving as a
profitable partnership.

Even bankers themselves did not like the concept of trust companies
because they satiem as threats. Eventually, as trust companies gained assets,

bankers became envious of their success and wanted in on the profits. As a result,
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in the early 1900s banks were given the legal right to establish their own trust
departments. This in turnroed the trust companies to market themselves more
aggressively to the public. One of those marketing schemes was to become
attached to community trusts such as the Indianapolis Foundation in order to
increase their public repute and win the confidenaeeof clients who would in
turn entrust them with their fortunes and wills.

The genius of this arrangement was that neither the trust companies nor
their leaders were required to invest one philanthropic dime into the foundation,
save for a few that did s@luntarily, such as the Harris Trust in Chicagée will
see in the following chapters the utter lack of financial commitment made by the
trust companies and the founders of the Indianapolis Foundation. These were the

very people who touted what a grehatlanthropic boon this would be to the

communi ty, claiming how i mportant the comm
their trust companiesn reality, this was a great and inexpensive public relations
ploy benefitting the reputations of the trust companiescking them and
making their presidents look generous while sparing them from any deep,
personal charitable investment in their communities.
Additional profit motives existed as well beyond the obvious increase in trust
customers due to this exclusiv&saciation with the community trugt.i r st , unl i ke
Hando trusts that could no | onger be admin

fees every time the funds were handled within, or dispersed from, an active trust. Second,

the officers would nodnger need to embroil themselves in the costly and time

consuming legal proceedings®f presin order to change the philanthropic intent or
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beneficiary of a private trust. Third, trust companies were relieved of the difficult task of
locating a beneficiy or deciding the best use of the funds in the community, which

again cut their costs and increased profits. Finally, it satisfied the state examiners who not
only inquired what they were doing with the trust funds, but whether they were

financially solvent. In other words, they made certain thegre charging adequate fees to
ensure they would survive economic upheaVakese influencelead us to a new
understanding of the motivations that led trust companies to exclusively create
community foundationgather than be established by individual donors, lawyers in

charge of trusts, private foundations, banks, or any other ehlliyf the factors above

not only ensured that trust companies would survive, but that they would thrive beyond
expectationl suggest that the combination of a loss of fees for distribution, the legal
expenses of invokingy pres the strictness of state regulatongreased competition

from banks and other trust companies in 1915, and the concern over how trust companies
were peceived by the public were much stronger incentives for creating community
foundations than the reason most cited: corporate benevolence initiated by community
minded wealthy businessmero begin to fully understand the relationship between trust
companiesand community foundations, it is imperative that we become better acquainted
with these powerful, wealthy elite white men who started them and their motives for

doing so, which prove to be both se#rving and benevolent.
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Chapter 3: The Formative Yeas: An Introduction and Overview of the

| ndi anapol i skarfy¥aans df énactiviyn18161923

According to theEncyclopedia of Indianapoli€vans Woollen, Sr.,rpsident of

the Fletcher Savings and Trust Compatgveloped the Indianapolis Fouatibn.

Woollen was a friend of Judge Frederick A. Goff, the banker who started the first

community foundation in Cleveland in 19Moollen and Attorney Henry H. Hornbrook

together generated the impetus to start the Indianapolis Fountditiore fA Res ol ut i o
Establishing the Indianapolis Foundationo
three Indianapolis financial institutions and their board secretaries: Fred K. Shepard of

the Fletcher Savings and Trust, C.H. Adams of the Indiana Trust Company of

Indianapolis, and Ross H. Wallace of the Union Trust Company of Indianapolis. The
resolution stated that all three banks wer
which shall const it ut Thignmeantthahtideitrasncanmam i s Fo
would retain control of the trust funds in their respective banks while the foundation
administered the income from each fund. In essence, the foundation held no assets at all

and was merely an instrument of the-fwofit trust companies. The incombanneled to

the foundation was to be disbursed on the written orders of #peseon board of
trustees. No more than two trustees could
theory, two trustees each were appointed by the mayor of Indiandpelizudge of the

Marion County Circuit Court and the Judge from the United States District Court.

! The Encyclopedia of IndianapaliRobert G. Barrows, David J. Bodenhamer, Dawid
Vander st el (Bl oomi ngton: I ndi ana University Press,

iResolution Establishing the I ndianapolis Founc
19162000, Mss 049, Indianapolis, Ruth Lilly Archive, PUI.
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However, the trust companies themselves continually suggested the trustees, and the
mayor and judges rubbstamped these suggestions. This cozy arrangestiented the
for-profit trust companies even more control over the functions of the foundation largely

created for the companiesd own economic

Biographical Information on Presidents of the Three Original Trust Companies

In addition to Woollen,He other driving forces behind the establishment of the
Indianapolis Foundation were the presidents of two additional trust companiesefVool
convinced John P. Frenzelgegident of the Indiana Tru€ompany, and John H.
Holliday, president of the Unionrlist Company, to join him in establishing the first
community foundation to be chartered by multiple, praiking trust companies.
Wool |l ends trust company was the result
but, as revealed in the previous pte, the movers and shakers in the trust business were
Holliday and Frenzel. It would stand to reason that Woollen would enlist their
participation because they led the two largest trust companies in Indianapolis and their

stamp of approval would carry meoweight with potential donors. To judge whether the

be

of

motives for establishing the | ndinterestapol i s

and seldealing, or from their real sense of community service, a careful look at these
men is helpful. Their ains indicate a primary concern féveir own profiteering and
competitive status seeking among a fractious Indianapolis business elite. Not only were

these three among the business elite, they were also listed among the social elite in the
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| ndi andpel iBo ofkRikedhe char@alilebenefactors of the rising elite of
Turin, IlItaly during the eighteenth century
statement of the social success and mobility which one had achieveehicle for

socialcaonpet i ti on between fami‘lies and between

J. P.Frenzel, President of the Indiana Trust Company

-

< Carl Edlhajn)

wilwe-s;hﬂ.’ 3

" > A (o }Slmrqv_lrfgs‘h Wier, 19-25 Iult.1928. o - 2 J

Figure2: Photo of John P. and Phillipité Frenzel on a grand Europeaiitay in Vienna, 1928

Source: Courtesy of ¢hRuth Lilly Special Collections, IUPUI Library, Indianapolis

% The Indianapolis Blue Book: Containing the Names and Address of Prominent Residents,
Arranged Alphabetically and Numerically by Streets; also Ladies' Maiden Names, Receiving Days and
Other Vduable Social Information, 191@New York: Dau Publishing€ompany, 1913)

* Sandra CavalloCharity and power in early modern Italy : benefactors and their motives in

Turin, 154121789 Cambridge history of medicine (Cambridge ; New York, NY, USA: Cambridge
University Press, 1995), 129.
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John P. Frenzel 1l (1855933), president of the Indiana Trust Company, was born
in the prosperous commercial and port town of Madison, Indiana on December 21, 1855.
He lived most of his life inndianapolis. It is clear that he had above average intelligence,
because after studying at the Indianapolis GerBraglish Schoolat the age of 1he
matriculatedo Northwestern Christian University (currently Butler University) as its
youngest studeritOne of his earliest jobs was as a shoe clerk in downtown Indianapolis
and at the age of twelve he became a messenger boy for the Merchants National Bank.
He remained there for several years, moving up through the ranks. At the age of 28 he
became the psident of the bank, replacing Volney T. Malott, his long time mentor and
boss. Frenzel also served as treasurer of Marion County and was appointed a member of
the Indianapolis School Board.

He later served as treasurer of both the North American Saengedsinging
group, and the Indianapolis Afféirohibition League. His reason for opposition to
prohibition was explained by his seat on the board of directors of the Indianapolis
Brewing Company, serving as its secretdaffis position put him at oddsitlv the more
progressive and communitginded prohibitionists, such as his future community trust
collaboratorEvans Woollen, who useatbtions of higher moral ground to influence
others. He was deeply involved in politics with the Democratic Party andefeased to
as fian undi sputed | e adHewasmiie oftthe ountensadbfivhat a D e

is now the Citizen Gas Company, of which both John H. Holiday and Eli Lilly sat as

A J . P. Fr eemrz e li d6didnepalidBNadvsMay 30, 1933, Indianapolis Marion
County Public Library, Indianapolis Room, Unprocessed collection.

® Max R. Hyman, ed Hyman's Handbook of Indianapolis: an Outline History and Description of
the Capital of IndiangIndianapolis: M. R. Hyman Company, 1897), 289.

" Albert Shaw, ed.The Review of Reviews, Fourteenth Voluetke Albert Shaw, 66 vols., The
Review of Reviews, vol. 14 (New York: W.T. Stead 1896) , 441.
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board directors. He also served on tharlds of several other companiesluding the
Indianapolis Railway Company and the Union Traction Company.

A friend of the arts and music, Frenzel became both a patron of and participant in
the I ndianapolis Maennerchor (trans. Ger ma
to the eretion of the new Maennerchor Hall, built in 1907, and as an accomplished
musi cian he and his wife performed sever al
interest in music and the arts was as vigorous as his business pursuits and activities of the
Maenner chor often were referred to as O6his ¢
fellow singe’Thiass ackciossnbopsd Fdoenzel 6s rel a
beneficiaries of his patronage is reflective of the paternalistic attitudes that many
philanthropists displayed during this tinfdote especially his reference to the
Maenner chor 6s ascpriivig.iote sThaesr eniiss fimd fdoubt t
Maennerchor6s fangel , 0 especiall Wingfornce he
thechoir. Like many philanthropic actese giftscme wi t h strings, such
desireto dominate and control the operations of his beneficiary. In exchange for his
financial support he personally demanded and was granted control over membership to
the society! This firmly establishes his use of ssHrving philanthropy to influence not
only the work of an organization, but who could or could not be a party to its benefits.

His power extended to partial control of the Metropolitan police depattasemne of its

R J . P. Frenzel $dianapoli8%taiMay IDela36, Indidhapelis Mavion
County Public Library, Indianapolis Room Archives, Unprocessed collection.

°AaJ. P. Frenzel Sr., Bank Dean, Dies, o
YfShapi ng t he-Afiericans Inéndiandpelis, 18400 18, 06 2007. I ndianap
Maennerchor Rewrds, Indianapolis, Ruth Lilly Archive, IUPUL.t(is also noteworthy thahe mayor of

Indianapolis an€Charles Fairbanks, the Vice President of the United States and Indianapolis Foundation
board member, attended the opening of the new hall).
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three commissioner$Frenzel was clearly a wetlonnected man who grasped for,
gained and asserted his own power.
Recall that Frenzel was one of the people who persistently lobbied the Indiana
State Legislature to allow the charter ostraompanies. He succeeded in 1893, and less
than a month ker wasted no time in becomingggident of the Indiana Trust Company,
the first trust company in Indiana. He remained president until his retirement in 1925,
when he became chairman. A prominBetnocrat, he was offered the national office as
Controller of Currency by President Grover Cleveland, but he declined. Frenzel was
described as fdAplain spoken, often blunt in
qualities. Friends paid him the tributelaving been a bitter antagonist to his foes and a
l oyal friend to | egi ons 'Ahexaniplesfenewufthose e c on
foes was a man named Hermanlgga fellow German. Frenzel and bier, who was a
prominent businessman and leadethe German Turnverein clubs, had @rgoing
conflictthatwa r ef | ect ed itonallow the Maemnméroha to joie dru s a |
perform at the Turnverein, which after the German defeat in WWI quickly changed its
name to the American Turnessoneadt or st ated, #Atheir cl ash
in a rancor toward one another which might
In 1884 Frenzel was a foe of the police department only to later become one of its

commissioners in 1913. He testified at arirein front of the U.S. Congress that three

1B, R. Sufrove,History of Indianapolis and Marion County, Indiag@hiladelphia: L. H. Lewis
& Co., 1884).

AnJ. P. Frenzel Sr., Banker, is Dead, 0
4. P. Frenzel Sr., Banker, is Dead, 0
13 George Theodore Prob3the Germans in Indianapolis, 184®18 ed. Ebenard Reichmann

(Indianapolis: Germamerican Center and Indiana German Heritage Society, 1989), 95.
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Republicans on the police force prohibited German Democrats from voting during the
congressional race of 1882 between William E. English and Stanton J. Peelle. This was
evidence of a close relationship betw&eanzel and English, who was a Democrat and
who would eventually will a large amount of his estate to the Indianapolis Foundation.
Frenzel testified that because there was such a difference in appearance between
Republican and Democrat voting tickets, theee Republican policemen overseeing the
voting box could identify the Democrats before they voted, harassing them to keep them
from casting their votdn one exchange, the lawyer for Peelle asked Frenzel in an
accusatory way if he was so much an exjmepaper that he could tell a noticeable
difference between Republican and Democratic voting tickets. To this Frenzel replied,
AOnly the knowledge that the handling of a
am engaged i n'Becusé Fnzeyjwas awelkaowd and respected
businessman in Indianapolis, no doubt his testimony carried great weight with the elite
members of Congress, so much so that the disputed congressional election was'feversed.
In 1891 a movement ensued to establisiea city charter which included an
Indianapolis Board of Public Works to enforce city statutes. Opponents and supporters of
the bill quickly formed. One organization that supported this move was the Comaimer
Club of Indianapolis. Its president K. Lil ly, appointed Frenzel the chairman of a
committee oftwenone i nfl uential | eaders fito cooper

General Assembly representing Indianapolis in urging the enactment of bills in the

“3Mi scell aneous Documents of the House -of Repre
Eighth Congress, 18888 8 4: Vol ume 10, o0 fRdprasdntatibes SMashingtos, DEEous e o
Government Printing Office, 188B384).

15 Bjographical Directory of the United States Congress, JHi&éent, in the Legislative Resource

Center, House Library, http://bioguide.congress.gov/scripts/biodisplay.pl?inde8+80 [accessed
December 29, 2009].
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i nt er est '®loéssench, ¢o lobby witirength in numbers in order to increase
the magnitude of this business influence. In this instance, however, Frenzel was now
pittedagainstWilliam E. English, who did not like the power that such an agency would
wield. This may weadning ghoand ®r his suecassflif lobbyingte | 6 s t
convince the legislature to establish trust laws in 1893. In addition, this is an example of
Frenzel 6s relationship with the Lilly f ami
establishment of the Indianapoksundation.
When the measure was introduced in the Indiana House, English was called upon
to state hiopposition, but he replied thatt her e had not been suf fic
sufficient opport un'iFteyzeltelutted Riscertuspatingthdte c har
the charter or its synopses had been published in several Indianapolis newspapers.
Republicans were determined to make this a political failure for Democrats, or at
least to get them to make changes and concessions. While some Demoergtggligh,
had serious concerns, Frenzel must have known the Democrats did not want to suffer the
defeat of a bill that was supported by many i plarty, now a majority in the State
house. Exerting his power and influence, Frenzel declared that ifwlasrany
compromise, then he would resign from the committee. He held his ground, insisting that
the Democrats would have to ffJAttermaret t hroug
debateat passed and the Board of Public Works was created. This agariines

Frenzel 6s strat egpoltcsengagement i n power

' Dunn, Greater Indianapolis: The History, the Industries, the Institutions, and the People of a
City of Homes316.

" Dunn, Greater Indianapolis: The History, the Industries, the Institutions, and the People of a
City of Homes317.

8 Dunn, Greater Indianapolis: The History, the Industries, the Institutions, and the People of a
City of Homes320.
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Beingof Germanheritage Fr enzel 6s prestige and powe
after 1917. World War | became a tragic, crucial turning point for much of the German
population of Indianapolis. Befe the war, J. P. Frenzel was one of the prominent
businessmen who signed a letter to Senator John W. Kern protesting that Woodrow
Wilson was threatening to end diplomatic relations with Germany. They reasoned that
Germany had not broken any internatiolaals and that it would not intentionally
Acommit any avoidabl e act .ofThesecomesporddehtsbr i ng
felt that Germany had not done anything th
nat i on alAtthesame time,dh@00-member German Democratic Club of
|l ndi anapolis urged thpteatbtulU. 8ndawei dhbewv
that existed between the two countfiels.should be noted that the U.S. entered the war
against Germany in April of 1917, only ddonths after the creation of the Indianapolis
Foundation. The afternfabf the war had a devastatinifeet on German groups and
citizens in America, so much so that in Indianapolis:

The name of ADas Deutsche Hauso was
AAt henabeamMaennerchor temporarily d
Academy of Music, 06 and the Ger man |
Trinity Lutheran was changed to English. These efforts to placate
the rest of the community paid dividends, for there were no public

demonstrationsgainst the Germans in Indianapolis as there were
in other cities?

u
e

Given the atmosphere after 1917, it would be reasonable to assume that the

influence and power that J. P. Frenzel once wielded as a proud American of German

¥ Probst,The Germans in Indianapolis, 184®18 148.
2 probst,The Germans in Indianapolis, 18418 148.
2 probst,The Germans in Indianapolis, 184®18 149.

% probst,The Germans in Indianapolis, 184®18, 153.
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ancestry declined to some degrds he was a founder of the Indianapolis Foundation,
this could also be one reason why no trusts were committed to it until 1920. He died on
May 29, 1933at the age of 77, in the deptbisthe Great Depression. The friendship and
admiration of Evans Wdol en was evi dent when he spoke o
duringthe early months of théihat crucal Great Depression year

Mr. Frenzel was the most notable figure in Indiana banking. His

remarkable qualities were seen at their best during thbled

months of February and March. The condition of his own banks

then being such that a smaller man might well have been

indifferent, he unhesitatingly concerned himself for the welfare of

banking throughout the city and the state. It was a handsome

performance in leadership and will be remembered as the crown of

his admirable careét.

At his deat h, Frenzel 6s estate was valu
Maennerchor received a posthumous gift from Frenzel of $10,000 [CD $144,927]. He
alsoleftmoey t o t hr ee Ater gvingiseveral offinis nelatiges varying
amounts, he bequeathed his home, its contents and a trust of $500,000 [CD $7,245,376]
to his wife, Phillipine. From this trust each year she could draw $24,000 [CD $387,826].

Under hese terms, she could dispose of-fifths of the trust, but the rest would be held
in trust by John P. Frenzel Jr., the testa
be used to support male chorus singing in Indianapolis. This remainder would have

amounted to $300,000 [CD $4,347,826] to be used to support such organizations as the

MaennerchorHowever, it was not specified that this money be disbursed through the

* All dollar amounts have also been converted to 2004 Constant Dollars [CD].

Z%J. P. Frenzel Sr., Bank Dean, Dies. o

69



Indianapolis Foundatiott.His will was legally challenged by his family and eventually
broken, causing financial problems for the Maennerchor, which was counting on a
substantial share of his estate. The organization eventually lost its building, which
eventually became a nightclub, the location of which was sold to Indiana University 1946
to house the IU Law School. With J. P. Frenzel no longer calling the shots, the
Maennerchor formed an association with the American Turners Athenaeum iff 1936.
Most importanto this study is the fact that Frenzel left absolutely nothing to the
IndianapolisFoundation, which he helped credbespite his geerosity to other
organizationg-renzel did notnake a personal donation, even posthumously, to the
community foundation he helped create to improvectilective welfare of the city and

thecitizens whamade him rich.

“AFrenzel Provi devkalfeorChMaiunst erymdiacegolipStarBueeq ue st , 0

6 1933, Indianapolis Marion County Public Library/ Indianapolis Room Archives, Unprocessed collection.

“HAAbstract, o 2007. | ndi and%l8, Indianapdlis ButhrLidyr c h o r
Archive, IUPUI.
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John Hampden Holliday, Founder and President of the Union Trust Company

Figure3: Photo of John Hampden Holliday fiis office

Source: Courtesy, the Lilly Library, Indiana University, Bloomington, Indiana

Jom Hampden Holliday was born in Indiana on May 31, 1846. His father was a
theologian and Presbyterian pastor. John Holliday attended Butler University for four
years, but left and received a BA in Liberal Arts and a Masters in Liberal Arts from
Hanover Cokkge. He subsequently received an Honorary Doctor of Law Degree from

Wabash Colleg&.He became a member of the Phi Gamma Delta fraternity on May 13,

% Nancy L. Barnard, Ball State University, 1980diana Journalism Hall of Fame, DePauw
University Library Archives. fiJohn H. Holl i day: 33ATheladiaoa ent Accep
FreemasonNovember 1981, Indianapolis Marion County Palhlibrary/ Indianapolis Room Archive, 21.
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1864 and graduated in June of that year at the age’6Hbfliday also served on the
Hanover Board of Trstees from 1876 until his death in 192After graduation in 1864
Holliday enlisted in the 137Indiana Infantry during the Civil \at. Upon returning from
the warhe became a reporter fibre Indianapolis Sentingland in 1869 at the age of 23
Holliday founded théndianapolis NewsHe ran it until he retired in 1892, shortly before
he founded the Union Trust Company in 1893. He married Evaline M. Rieman in 1875
and they had five daughteand two sons, one of whom, John H.,was killed in World
War I. Using his talents as a newspaper man several years later, Hollidayedutho

Indianapolis and the Civil Wapublished byhe Indiana Historical Societp 1911.%

Of significance to this study are the number of charitable and civic organizations
Holliday helped found and where he also served as a leader and board member. He was
an organizer for, and eventually the president of, the Immigrants Aid Societiyeand
Society of Indiana Pioneers,member of th&tate Board of Charitieendthe
Indianapolis Lierary Societyserved as the president of the Indianapolis iBhar
Organizations Soety for more than 20 years amgs an elderfahe First Presbyterian
Church®

It is clear that Holliday was committed to philanthropic causes and believed in
public sevice and civic engagement. In fact, his generous character was emphasized by a

tribute in his obituary by the Union Trust Company which expounded on his honest

2" Arthur D. Cutler.fiTau Celebrates Diamond JubilSeventyfive Years of Uninterrupted
History are Rounded Out by Chapter at Hanover ColisQeginal article 1894. Reprint ifihe Phi
Gamma DeltaVolume 61, Numbr 6 , April 1939571-578

# William Alfred Millis, The History of Hanover College From 1827 to 1927, Hanover, Indiana:
Hanover College, 1927.

®AJohn H. Holliday: 33A, Ancient Accepted Scott

¥HJohn H. Holliday: t3t3iAsh ARictie,nd 2Akcepted Sco

72



character and unquestionable i ntegrity, ad
mistakes theyvere, grew out of his generosity of nature, his sympathy with the
unfortunate, his desire to help those who were not always financially responsible, and
who through disappointment in their®*expect
However, he alstook advantage of business opportunities when they arose and did not
hesitate to use tHadianapolis Newso his financial advantage. For instansi@ece
utilities were munigpally ownedthere was public resistance to the creation of a private
corporatia to supply gas to the city of Indianapolis. Many powerful people were against
it, but Holliday used his considerable reputation and clout to champion the idea and it
was accepted. Not surprisingly, Holliday, John Frenzel and Eli Lilly wiesppointed &
the board of thimew gas compangwned by4,000 citizens who invested as
stockholders?

Being a devout Presbyterian, John Holliday was a-hagiking elder of the
churchand this association strongly informed his views on philanthropy. The First
Presbygerian Church of Indianapolis was filled with members of the wealthy elite, such as
President Benjamin Harrison and Vice President Thomas R. MatsBakakim to this
distinguished and wealtlgongregationn 1911 Hol lidayds words gi ve

into his religious thoughts on wealth, giving and charity:

iHol liday Funer al tlmdianamlis MeveOttaber 224 192 r noon, o
Indianapolis Marion County Public Library / Indianapolis Room Archive, Unprocessed collection.

#Al fred F. Potts, AA Succ ees ssfhthepApn@ricansMorithlyut e f or
Review of Reviews: an International Magaziky-December, 1899, Vol. 20, 57¥ 8, University of
Michigan.

3. T. White,The NationaEncyclogdia of American biography: being the history of the United
States as illustrateih the lives of the founders, builders, and defenders of the republic, and of the men and
women who are doing thveork and mading the thought of the present tirfiéniversity Microfilms, 1967),
118.
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One of the plainest teachings of the Word of God is the obligation
of stewardship. Over and over again it is enjoined upon man as a
duty under all circumstances. We are to give not only our
substane, but our time, our talents. God claims all. They are His
gifts to us. What He entrusts to us is to be used for His Kingdom,
His glory. With these commandments go promises of rich rewards
that are received by those who obey, as myriads here and above
canattest.The systematic giving that the tithe compels is full of
blessings. It gives one the ability to have something always for a
deserving object. It cuts out the roots of selfishness. It nourishes
the virtues of brotherly love and helpfulness. It resdithe

privilege of being a cavorker with God, and it creates that
cheerfulness in the giver that makes God love him. How wonderful
that we can endear ourselves to the great God in such a simple
way. How wicked and foolish if we do not [emphasis added].

Ho | | icHastablé Iseliefs that thevealthy should assist those who were less
deserving did not extend the idea of the wealthy paying taxtegshegovernmentn
order to help the less fortunate. Holliday did not like taxes, but if he had to payée
wanted to make sure that he and other elites were not paying more than those with less
income.In 1913, for example, he complained that the exemption from federal income tax
was placed at $4,000 per family, meaning that those who made $4,000 [$ZDD60O
|l ess per year would not be required to pay
to the country and the begi nni rfPglefeltfthatc| as s
the exemption should be $800 [$15,000 CD] for single men and $1,2@®(PCD] for
those who were married. Like the wealthy of today, Holliday was vigilant in his belief
that the middle and lower middle classes should not get any financial relief at the expense

of wealthy elites like himself.

3% George W. Brown, edGems of Thought on Tithing byisters and Laymen of All
Denominations, Second EditioBecond ed. (Cincinnati: Jennings & Graham, 1911), 23.

®AMr. John H. Hol | i dralignamplis M&lical Josrnallseng. il @918)t i on, 0
133.
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Holliday was so resistant tbe redistribution of wealth through taxes, especially
those that reduced the amount of money that could be put into trust, that he challenged
the I ndiana State Board of Tax Commi ssione
insurance policies. The case wall the way to the Indiana Supreme Court, where it was
ruled that current law did not allow for such taxation. Hollidaywad, but the gvernor
of Indiana disagreed with the decision, stating that men who held life insurance policies
were not poor merput elites who often used these policies as business tools and
investments. Once again, Holliday railed agaihstaxingof the wealthy elites in order
to distribute their riches to services that woinfighrove the lives of otheédoosiers®®

Holiday wasalso a committed Free Mason for most of his life, ascending to the
339 Degree of the Scottish Rite. In a rare glimpse of his views on the Masons and their
role in helping their fellowman, he addressed his Masonic brothers and compared their
organization wth the Christian Church. The address was given in 1917, at the beginning
of World War 1. Part of his speech is quot
deepest thoughts about a variety of subjects pertinent to this study, such as Christianity,
the treatment of others, charity, good will and the responsibility of the individual:

| have been a Scottish Rite Mason for festy years, with fair
opportunities for observation and comparison, and | have no
hesitation in saying that, in my opinion, Masphas made as

great an advance in its real life and spiritual as in its material
aspects. These are the two sides of life, the spiritual and material.
We share the latter with the beasts that perish, but the former is
solely the attribute of man, madetire image of God. Masonry is

a spiritual system whose teaching is veiled in the symbolism of
material objects, in the study of which men may go from lower to
higher things in the development of their characters and their

relations to their fellow men. Sonmave done this in all ages, but
they have been the few and not the many. You know and | know

%8 Cur r e n tTheTAtbany law Joornah Weekly Record of the Law and the LawyarH,
no. January to July (1898)
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that many Masons do not take an intelligent, comprehensive view
of the principles of our order. They find pleasure in its
companionship and social relations, they do not get down to

the heart of its teachings and translate then into life.

It is the same in the Church. When the war came we heard about
the failure of Christianity and the impossibility of its being true if
Christian nations could act thus. Ndiesv persons lost their faith

on this assumption. Christianity is not a failure and Masonry is not
a failure despite such shallow reasoning. Both mean the same
thing, the building up of character, the establishment of peace on
earth and good will among mgthe universal belief in the
Fatherhood of God and the Brotherhood of Man. But both must
work and attain their object through our difficult human nature,
and results have come slowly. There never has been such a thing as
a Christian nation, a nation coolled in thought, purpose and

action by the principles of Christianity and applied in all its
relations to humanity. When that comes, as it surely will, envy,
jealousy, racial prejudice, war and poverty among nations will
cease, and peace and righteousmné$prevail. The Brotherhood

of Man will be confessed and professed by all. Within forty years
there has come a great change in the thoughts and dispositions of
men. It looks as if the lessons of the past are beginning to bear
fruit, fruit that is rich ad heavy.

The New Spirit of Masonry

A new spirit is more prevalent, not coming from new knowledge,
but clearer discernment of old truths and a close application of it to
life. This is the spirit of service, the conviction that we should be
helpful andself-sacrificing, for in that direction lies peace and
happiness. There is more feeling that men are brothers and that
they must live as brothers, casting out indifference and selfishness.
It may be the fancy of an old man, but | see evidence of this

throgph our nationdés |ife and nowhere m
[ €] We have fallen upon serious ti me
desire, our nation has been called on to take part in the most

gigantic and terrible conflict in th

believe that ar principles are to be the salvation of the world and
we will stop at no sacrifices to support them and overthrow
opposing forces. [ €] Life without ou
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living. This is the doctrine of Masonry and from all quarters comes
sternadherence to it. Loyalty to the deéth.
Ho | i dvards@ige us some insight into how he viewed life, his fellow man,
and the world in general. He states that most men do not ascend from the lowest to the
highest in their pursuits, claiming that the n&enbf men who do so are few. He also
believed that in time the United Sates would become a Christian nation, all human folly
would cease to exist, and a new age of the Brotherhood of Man would rise up. While the
ultra-patriotic tone of his speech shouldibeerpreted against the backdrop of the start of
WW], it is clear that he feels that the both the church and the Masons not only have the
power to bring about this new society, but also the divine charge from God.
However,it seems thatbot everyoneviewed Hollidayd s i mage as a humb
servant of the Lord or great giver of gifts to the less forturiiée the editorial cartoon

from 1904 shown in Figure 4:

37 James Hodge Codding and Robinson Locker,Jethilee Year of the Supreme Council of
Sovereign rand Inspectors general of the 33rd and Last Degree of the Ancient Accepted Riteiit
Freemasonry Part 2 vols., vol. 2 (Whitefish, MT: Kessinger Publishing Company, 2003; reprint, 2003),
125.
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Vi~
Hiihs.

DE BUTS?

JOHN H. HOLLIDAY
PRESIDENT
" UNION TRUST COMPANY

Figure4: Newspaper editorial cartoon of John H. Holliday, 1904

Sourcelndi anapolitang @A sooiVaewSaper cartéons, (1904)

This depiction of Holliday as a corpulent businessisappical of the era. I3
back turned to a needy little boy while he sits among a pile of coins in front a bulging
safe,smoking a cigar made of casithile wearing a crown of the Union Trust bank on

his head.This was a satirical jab at a philanthropist and civic faaoet whom others

waxed eloquent. The editorslofn di anapol i t an ®xplAilteatthéde See O ET
cartoonist4 ooked at their public subjects Awith
they view A o6l ndianapolitansdé not as their
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themselves, but as they appear to the Little Gods of the InK Botaetimes miscalte
O0Deviitlhhed Cartoonists and Cé&Giventhissatiridgalst s of t
caricatureof the largesthanlife, wealthy Holliday contrasted with the begging working
cl ass # litimakes senserthdagwoubd want to soften his imagesa coldhearted
banker either real or imaginedby engaging in philahtopic organizations to appear
benevolentThis could alsgartially explain his involvement in the creation of the
Indianapolis Foundation in 1916.

Holliday establishethe Union TrusCompany in 1893. He served as its president
until 1899 when he resigned to join William J. Richards in establishinipdienapolis
Press It was Holliday, not Frenzel or Woollen, who was one of the founders of the Trust
Company Section of the Americanrda@rs Association in 1886. He was the only
representative of an Indiana trust company who signed a letter that went out to all of the
trust companies in the country suggesting such a sefitioegan with 114 members in
late 1886 and increased to moretth@00 by 1916, which shows the tremendous growth
of trust companies within a 20 geperiod.Frederick Goff was gesident of the Trust
Company Section in 1914, the same year that his company started the Cleveland
Foundation®* As Holliday, Frenzel and Wilen were also members of the section, it is
plausible that the idea was first floated for a community foundation in Indianapolis
through this association during Goffds pre

Union Trust and returned as iteepident in 1901. He later became chairman of the board

3 J.B. Gruelle W. Davenport, Heitman, R. Scott, and H. Mckee)ratianapolitansiAs We See
'EmO (Indianapolis: The Newspaper CartodsifAssociation of Indianapolis, 1904), 13.

39 perine,The Story of the Trust Compani€§4266.
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and served until 192 Despite all of his proselytizing of devotion to his fellowman and
the common good, John H. Holliday, like John P. Frenzel, left no money to the

Indianapolis Foundation.

EvansWoollen, President of Fletcher Savings and Trust

Figure5: Photo of Evans Woollen

Source: Courtesy of the Ruth Lilly Special Collections, IUPUI, Indianapolis

Evans Woollen was the driving force behind the Indianapolis Foumdatinong
its formation. His attitude toward and beliefs about philanthropy were evident very early
in his life. He was born in Indianapolis on November 28, 1864 to aterdlb lawyer,
William Watson Woollert*The f i rst indicatioon of Evans W

philanthropy surfaced during the commencement speech he gave when he was voted

soNancy L. Barnard, Ball State University, 1980, Indiana Journalism Hall of Fame, DePauw
University Library Archives.

“! Paul Donald Brown, edlndianapolisMen of Affairs 1923ed. Paul Donald Brown, Portraits

and Biographies of Men of Achievement of the Great Indiana Capital (Indianapolis: The American
Biographical Society, 1923).
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class orator of his graduating class at Yale Coll&ge.speech was given on June 28,
1886, and the title that the young Wool |l en
In his speech he challenged the great writers of his day such as Carlyle, Swift and Galton,
calling into question their notions that history is shaped only by a few exceptional men of
immense influence. He trumpeted the efforts and impacts of the commnmyistatang
that Athere must be great comfort in think
cannot be inappreciable. There must be comfort too in thinking that we are part of the
past and of the f ut ur-afamilythatstruggles arduouslyagr e a't
a whole towards & fuller and higher 1ife. o
Yet Woollen alsadopted the more scientific approach to charity that was
prevalent during that time period, which r
Speci eso t o madsupenodteactiehee byrthe hecessity of the survival of
the fittest, even in human society. Wooll e
philanthropic efforts to help the weak and less fortunate:
[ €] that we | ive i netaprograsge of pecul i
is easy to be seen. No species is so little amenable to the
improving and progressive law of natural selection as man.
He | aboriously obstructs natureds ef
dross. Indeed, much of the earnest work eddy is to
securehe survival of the unfittest. All the philanthropies of
history are rightly called makeshiftsvery necessary and

worthy makeshifts to be sure, but none the less makeshift in
that they do not give us materially higher quality rffen.

“Evans Woollen, fAValedictory Poem lassidYa®r ati on,
Coll ege, Presentation Day, June 28, 1886, 0 1886. Pu
collection, Indianapolis Marion County Public Library,-18.

“Wool |l en, fAThe Dignity of the Mediocre Man, 619.
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He goes on to enfordbe importance of physical and social genetics in

creating a better society

A higher endowment of the race at birth is evidently the

i mperative prerequisite. [é] and it

alliance of equal talents, but unequal social conditions is so

ablorred by the same spendthrifts of talent who squander

valuable hereditary gifts by marrying a lower natural

stamp.If misalliances of this kind were fewer and

philanthropy were for the superior rather than for the

inferior the typical center of our civil@ion would soon be

shifted a notch highgemphasis added;j.
Woollen drew a significant line between scientific philanthropy and charity, and clearly
preferred investing in the strong rather than prolonging the lives of the weak and socially
disadvantage

WhenWoollen ran as a Democrat forgsident of the United States in 1927, one

of his former classmates, Arthur L. Shipman, a Republican, described him as an
accomplished speaker and writer, someone who was respected by his classmates and
modestinhimccompl i shment s. He was dAfirm and pos
al ways kind and sympathetic. He was al ways
However, when it came to his talents for writing and oratory, his modesty gave way to his
competitve spirit. After his Yale classmates had voted him class orator, he told Shipman
that he was not going to compete for the either the Townsend Award for literature or the
Deforest Medal for the highest writing and speaking honors because he felt he had been

honored enough. After some prodding from Shipman, and in spite of the fact that his

classmates had a head start and had been preparing for the competitions for months, he

“Woollen, AThee®igoireyMah, ©ohaoM

“Arthur L. Shipman, fAEvans WheHaitferdhPodiMayed by VYa
1927, Woollen Collection, Indianapolis/Marion County Public Library, Unprocessed collection.
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buried himself in his room for a week before the contest. Woollen emerged the @finner
both awardsYet this account and others indicate that Woollen was more of an
informative speaker than an inspiring one, which could explain why he was well

respected by his peers but failed in his bids to ouoéth senator of Indiana and

presidenbf t he United States. As Shipman succi

to convince his audi enc &Higwhitmgalsd secutechhimea t h e m

job after college with théndianapolis Sentinelwhich is significant because bathP.
Frenzel and John Holliday also wrote for Indianapolis newspdp€&hss meant that all
three men understood the power of the newspaper and media to form public opinion, and
this knowledge greatly influenced the motivations for the creation of thenapolis
Foundation, as well as the funding decisions made during its operation.

Woollen went on to also receive a Master of Arts from Yale in 1888, then lived in
Wabash, Indiana for a year where he became secretary of onenatuhegas
companiesHe returned to Indianapolis where he studied law and expanded his business
experience. He worked as legal counsel to the Big Four Railroad and also served as an
officer of the Commercial Clubn 1896, he married into a well respected political
family, chasing as his bride Nancy Baker, the daughter of former Indiana Governor
Conrad Baker (1861873).Woollen eventually served as legal counsel to the American
National Bank anih 1910 becameiwge-president of the Fletcher American National
Bank. | mtil 1812 that Big career as a trust company president began with the

merger of the German American Trust Company and the Marion Trust Company into the

L. Shipman, fAEvans Wool ben Lauded by Yale Cl as

L. Shipman, fAEvans Woollen Lauded by Yale Cl as
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new Fletcher Savings and Trust Company. Like Holliday, he was also a Presbyterian who
served as an elder his churct?
Woollen proved to be civic minded during WWI, volunteering to sit on the
Indiana State Council of Defense, as well as serving in federal governmental positions,
and as the I ndiana chairman of t ludeerWar Fi n
efforts on behalf of charitable organizations, especially arts organizations, that are most
pertinent to this study. One source reported that he was president of tesAciation
of Indianapolis, pesidentofth@8oar d of Chi | desident@fgsh€Banitg r di ans
Organization Society,ive-president of the Community Chest, and a director or member
if several other organizations or civic clubs, including the Indianapolis Literary Society
and the Dramatic Clui.It is clear from these volunteaffiliations with visual art,
literature and drama that he personally valued the arts as a community asset and invested
his time to further theiprominence in the Indianapolismmunity.
According to several accounts, Woollen came from a long lineaafish
Republicans, but became a staunch Demdtkat. appeared to hold his own counsel
when it came to the issues of the day, and even received plaudits from the Associate

Director of the American Civil Liberties Union who thanked him for the franknesa®f

“8 Brown, ed. Indianapolis Men of Affairs 192%65
“9Brown, ed. Indianapolis Men of Affairs 192865.

®Phillip C. Lewis, fAHeDRelpsCitkenodiob.erf, 1926, he Man, o
Indianapolis Marion County Library / Indianapolis Room, Woollen Collection/Unprocessed collection.
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of his speeches, stating nAll of those who
sure, feel grateful to you* for this servic
He was obviously well respected on the national political level, as President
Wilson onceoffered Woollen a place on the Federak&w®se Board. Woollen served as
chairman of the Economic Policy Committee of the American Bankers' Association; was
a fAchairman, president or director of a ra
charitableand welfare associations, a college, an historical society, an art association, a
fuel administration and memorials ranging from Benjamin Harrison to James Whitcomb
Riley. o As a Democrat, Woollen once ran fo
ticket,and he also accepted nomination to run for Senator of Indiana irf21925.
Woollen was a social progressive, especially when it came to denouncing
A b our b owhidh wasrthe@partheid of the argéom period?® After the Civil Warr,
Democrats inthe@thr al | i ed against fAnegro ruleod and
Democrats were viewed as heroes by those threatened by the changes wrought after 1865.
Bourbondism led to the rise of the Ku Klux Klan, which was particularly active in
Indiana politics in thd920s*Wo ol | en6és position was | ess ra
addressing specifically the often violent struggle between the owners of companies,

which the banks served and financed, and unions, which were on the rise. Bdiwthe

1 Evans Woollen, Letter, by Roger N. Baldwin, February 15, 1924. 1924, Letter from the
American Civil Liberties Union. Indianapolis, Indianapolis Marion Coupdiplic Library / Indianapolis
Room, Woollen Collection/Unprocessed collection.

A Ba nkelri t TiceiMagazingDec. 21, 1925.

3 Roger McGrawFrance: 18151914: The Bourgeois Centu(@xford UK: Oxford University
Press, 1986)he term comes from ¢hpowerful bourbon rule of France before the French Revolution and
its return with Louis the XVIII in 1814.

R. D. W. Connor, f@The Rehab iTheiAmeaitan Historicalf a Rur a
Review36, no. 1 (1930), 462.
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York Timesand theChristian Science Monitogquoted one of his speeches on the subject
when he warned his peers at a 1924 American Bankers Association meeting:
More than anything else, we need understanding. We need
understanding between those who have and those who have
not; those who employ and those who are employed; those
who work with their brains and those who work with their
hands. [é] Our contrition is the avo
Bourbondisnt?
He went on to say that bourbondism created conflict between classes and thatéhe bank
needed to be open to free speech and radical ideas, stating that the present institutions
could not withstand words spoken against t
Woollen became actively involved in politics, backed by the Democratig Pa
boss, Thomas Taggart. Taggart supported Woollen for the Senate in 1925, a bid for
which he was unsuccessfliHe was also backed fMyaggart to run for therpsident of
the United States in 1927, but again was unsucce$s§ame of these failures coube
due to the fact that he was a supporter of
dry. 0 He was also a man with very high, un
regardless of their popularity. In addition, he was at odds with the leaderepvof

Yor kos Tammany Hall as was evident in a st

Olvany. It was suspected that Woollen was expressing his belief to the Tammany power

“AA Banker ' Ba Wh €hristinniScience MonitoMarch 4, 1924, Woollen
Collection, Indianapolis/Marion County Public Library, Unprocessed collection.

ABankers War ned NewYdrleTimdsabraaryllb, 924, \Wdolled Collection,
Indianapolis/Marion Couy Public Library, Unprocessed collection.

®ATaggart Appr ov e sThandmhapolisNeyydeaemb@reld, 432% Waollen
Collection, Indianapolis/Marion County Public Library, Unprocessed collection.

AWool |l en Ent er s New¥oekshortt dayt6j 1827, WRallen €olléction,
Indianapolis/Marion County Public Library, Unprocessed collection.
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brokers that only a Democrat who supported prohibition would be electabk in th
Midwest. Olvany quipped that Woollen was defeated by 22,000 votes in his run as
Senator and that fhis friends in the HoosI
him to run for President in 1928. He just dropped in to pay a sociaPealiaps he
wanted to see whet Rilegobvlousthat Weolledm bad madetosr not . ¢
unfavorable opinion of Olvany known to all who would listen, insinuating that Olvany
was the devil himself.

These elite actors in the creation of the Indianapolis Fowrdatere not one
dimensional menAlthough they were philanthropic in many areas in their life.enoin
these men left any money to the foundation they initiated and helped create. It seems
callous to suggest thdteir dominant objective was to make monéyle appearing to be
magnanimous and socially sensitive to the publmwvever, the fact remains that while
they and their surrogates were singing the praises of the good that the Indianapolis
Foundation could do for the community, they did not chosegate a trust for the
foundation after their deathisooking at the backgrounds of all three, Evans Woollen
appears to have been the most socially progressive, taking stands lagaibendism,
advocating for the ability of women to bardnd being a stagh Democrat in a family of
Republicans. He also stood for certain principles, such as prohibition, and would not
compromise his position for political reasons, no matter what office he st\ilgather
or not one agrees with his vision of philanthropy ahdrity, it has to be acknowledged
that he gave the subjects serious thought. His demeanor was stoic and impressive, and he

was well respected for his forthright and honest character. However, we must also

BAAFavorite Sonodo of | mMNewYan deradadrblneMaylh, 1927, ger Chi e
Woollen Collection, Indianapolis/Marion County Publiibrary, Unprocessed collection.
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remember that he was a lawyer and banker, aniit$tisoyalty was to making a profit
and dutifully serving corporate interests.

When it came to creating the Indianapol
company was not significant enough to create the kind of substantial foundation to which
the lager Cleveland Trust Company had given birth. Strategically he knew that he
needed the credibility of the two biggest trust companies, the Union Trust and the Indiana
Trust Company. Although both Frenzel and Holliday had philanthropic interests and
served a charity organizations boards, when it came to the establishment of the
Indianapolis Foundation, profit was a much stronger incentive than community concern.
Of course, the positive philanthropic image that a community foundation could generate
inthepub i c6s mind would have deeply appeal ed
honorably in their community. These were powerful men in a small city where reputation
was surely important to securing an elevated social status. Like the wealthy of ancient
Greee, they understood the unwritten social contract between the elite and the ordinary
citizenry to ameliorate the disparity between the haves and thenbés/éhrough
perceived acts of giving to the community. The most important point of these brief
biographies is that even though these creators of the Indianapolis Foundation were
charitable in other areas of their life, they did not see fit to leave any funds to the
charitable organization to which they gave biifthis fact alone lends credibility to the
assertion that they never considered the foundation an important philanthropic endeavor
andratherused it as a vehicle to create additional business for their trust companies.

The deep personal and professional relationships they shared were alsontmporta

to the foundationdbds creati on. I n additi on
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society, they also sat on the boards of corporations together, such as the railroad and the

gas company. Woollen and Holliday were both Masons and both Presbyteri@h Chu

elders. All three sat on the boards various charitable organizations, often at the same

time, and all three had their favorite charities and causes. All three were active Democrats

and no doubt spent many a political fundraiser together. All threadsatiations with

the newspaper business and understood the power of the press and its impact on public
opinion since it was one of the few mass communications instruments of the time. These

men hanepicked the trustees of the Indianapolis Foundationderto maintain control

over its operation and it is no coincidence that a gead of attention was paid to

ensuring that the foundationdés actions were

its early years.

The Appointment ofrstfrusteesFoundati onds F

The Indianapolis Foundation wastablished by resolutioather than as a
separate corporation by the three trust companies that created it so that they could retain
control of the foundationds aseemsaoveracadthi s a
of Ai mpartiall yodo selected citizens who wou
Indianapolis Foundation. Supposedly appointed by public officials, these trustees were
actually close personal friends and business associatespretigents of the three trust
companies, some of them even serving on the boards of the trust comphiethese
men were members of the elite Indianapolis Blue Book society and as such associated
and identified with the wealthy elite rather than lineer classesral their plights. All

subscribed to the tenets of Charity Organizatioai&y concepts of charity and
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philanthropy as being nothing more than tools to reform what they considered to be the
morally, spiritually and intellectually deficienbpr.

Al t hough many of the foundationds trust
and local charitable organizations, none of them had a realistic understanding as to what
community needs were urgent enough e o dese
their support of importaribcal causes was secondary ts@ring that the local press
would report favorably on each and every charitable action. This fear of negative public
relations coupled with a lack of knowledge about and a sense of urgencg thear
communityods pressing soci al probl ems, were
nothing Dr the first eight years afs existenceThese cozy relationships among the
wealthy elite creators and trustees shaped the early philanthropic d@otiolask thereof
T of the Indianapolis Foundation.

To put the first years of the Indianapolis Foundation into the context of its time, it
is helpful to understand the creation and growth of community foundations as a whole
from 1914 to just before the Greaepression of the 1930s. The philanthropic trend that
Frederick Goff pioneered with the creation of the Cleveland Foundation spread rapidly,
and within two years twelve other community foundations were formed, including the
Indianapolis Foundation. By 19208ere were thirtyeight foundations in existence, a
number that grew to sevenfiyur bythe 1931. In less than 25 yettte number of
community foundations had increased-iid.

By 1931many community foundations were still in their infant stages dibel i
more than half had any trusts to manage at all, let alone funds to distribute. The trust

funds committed to these foundations had also increased substantially, from a total of
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$7,000,000 [CD $73,684,210] in 1921 to $32,000,000 [CD $400,000,000]des g€er.
This was a very substantial amount of money upon which the trust companies could
charge handling and administration fesss, we | | as earn profits fr
With no investment on their part trust companies had all the advantagesing no risk
and a constant flow of profior eternity. Of those foundations with funds in 1930, only
thirty of them made cash distributions for charity for a total of $994,382 [CD
$11,299,795]Although that is an impressive sum committedharity during a
depressed economy, t r wither. If¢cheymopyacharged?2 di dn ot
percenffor all fees and their cut of the interest, which is probably a low estimate, they
would have made $640,000 [CD $8,000,000] even during the Great Depféssio

The beginnings of the Indianapolis Foundation followed this same pattern of
delay in obtaining trust funds for philanthropic use, a necessity to allow those funds time
to create enough revenue to be distributed, and the learning curve of what th thewit
funds once they were received. In the case of the Indianapolis Foundation, as well as the
others that were created between 12949, they also had to weather the protracted,

bloody and financially costly World War I.

%9 Community Trusts in the United States and Canada: A Survey of Existing Trusts, with
Suggestions for Organizing and Developing New Foundatidiew York: Trust Company Division,
American Bankers Association, 1931).
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The Resolution Establishing he Indianapolis Foundation

The resolution to establish the Indianapolis Foundation was dated 5 January 1916.
There are three significant points to make about both the resolution and the date. First,
the foundation was not created as a separate corponaticch would have given the
foundation autonomy. It was created as a resolution between the three trust companies.
This meant that the three fprofit companies controlled the assets of the foundation. As
the resolution st at endertakeehch fortitself thagas tbusteetith e m  w
will within the scope of this resolution accept and administer gifts and bequests which
shall constitute tHKe I ndianapolis Foundati

Second, the six members of a fAlnyard of
funds were to be appointed by lbpawerbrokers, including the mayor of Indianapolis,
the udge of MarionCounty Superior Court, and thadge of the United States District
Court for the State of Indiana. Each appointed two trustees, with the oarttigit not
more than two could be appointed from the same religious body. The charter did not
specify wheéehigi dhs bedmotestaatanganizatonfof er ent
different religions, such as Catholic, Protestant and Jewish. Nonetla|Esst one
board trustee was Jewish and one was Catholic. It is not a coincidence that this is one of
the few conditions on trustee membership when you consider that two of the founders
were members of the Masons, an organizatian has historically B®n one of religious
toleranceand open to free thought and democratic decisiaking. It is also revealing
that no bankers were chosen as Indianapolis Foundation Trustees, no doubt the result of

the rancor that existed between trust companies and bérngkslso indicates a

®ARsolution Establishing theil916nBbxlahNPTEl i s Found
Unless attributed otherwise, all archival documents are from the Indianapolis Foundation Collection at the
Ruth Lilly Special Library and Archives at Indiana UniveysitPurdue University, Indianapolis].
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substantial level of influence by the trust companies over the selection of the trustees in
spite of the illusion that officially the appointments were the choi¢edinapolis
political and legal Indianapolis heaweights.

Thethr d signi ficant aspect of the foundat,|
was crafted in 1915, the same year that the Indiana State Legislature changed the laws so
that all banks could have trust departments. By the time its creation was announced, the
trustees had long been chosen and asked to serve. This indicates that the discussion
between the three trust companies about creating a foundation had to occur in late 1914
or early 1915, at about the time that Frederick Goff was singing the praises of the
Cleveland TrustGof f 6 s moti vati on was surely spurre
apprehension over the changes in Ohio State Law in 1913 that equalized all banks and
trust companies and made them subject to the same legal ov&r$ighOhio Trust
Secton of the National Bankers Association was not in place before the law was changed
and therefore was not able to organize trust company bankers to lobby against such
changes. As a 1913 report by the Trust Sec
that if at the outset of that legislation the combined and united thought and action of the
trust companies of the country had been made to center upon it, there would certainly
have resulted a clearer andThechagesinthese sf act
laws that ended the monopoly that trust companies held on the lucrative trust business
created a levadlaying field, and threateneadh e t r ust compani esd pr of

companies needed a new, competitive edge over banks in ordexicared gain trust

““AThe State of Ohio Legislative Acts Passed and
Assembly at its Regular Session which Began January
Springfield Publishig Company, 1913).

“AProceedi ngSi otfh tAren Faolr tGonvention, Ameerican Be
American Bankers Associatiped. George Lewis (Washington, DC: G. E. Bowerman, 1920).
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business. What better way to compete against the despised bankers of the day than for
trust companies to create benevolent institutions that would not only bring additional trust
business, but would portray themselves as concerned bsigiaeple as opposed to

greedy bankers? As a bonus to the trust companies, the foundations were handed over
functions that cost the trust companies time and money, such as administering the trust
funds to the beneficiaries. Better still, these foundatomusd be easily controlled by

trust company appointed insider trustees. If we compare the timing of these legal changes
with the creation of both the Cleveland Foundation and the Indianapolis Foundation, it is
no stretch of the imagination to see thatitfevitable competitive threat from banks was

one of the major drivers that encouraged trust companies to create community

foundations in the early years.

The Appointments of the First Board of Trustees
The three founders of the Indianapolis Foundatiahahof the first trustees were
|l isted in the ABIl ue Bo 0dvenFaldr FranoixcGavisk,lai gh s o
Catholic piest® The Democrat myor of Indianapolis, Joseph E. Bell, appointed Father
Gavisk for one year and Henry H. Hornbrook fourf years. Marion Circuit Court Judge
Louis B. Ewbank appointed Charles Fairbanks for two years and Josiah K. Lilly to five
years Albert B. Anderson, Judge of the District Court of the United States for the District
of Indiana, made the last appointmertsderson chose Louis H. Levey for three years
and Henry W. Bennett for six years. A caveat to this process was that if the mayor or a

judge failed to make an appointment within 30 days, the three banks would agree on a

®The Indianapolis Blue Book: Containing the Names and ésflof Prominent Residents,
Arranged Alphabetically and Numerically by Streets; also Ladies' Maiden Names, Receiving Days and
Other Valuable Social Information, 1913.
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trustee and make the appointmentisThgain, was another strategy of control engineered

by the founder§!

Biographical Information on the Trustees

Father Francis H. Gavisk

Figure6: Photo of Father Francis H. Gavisk

Source: Courtesy of Ruth Lilly Special Gadtions, IUPUI

Monsignor Francis H. Gavisk was assigned to St. John Catholic Church in
Indianapolis and eventually became the vicar general and chancellor of the Diocese of
Indianapolis. He was closely associated with both Evans Woollen and John Hddliday a
they all served on the boards of the Indianapolis Red Cross and the Indiana State
Conference of Charities and Correctfithe social thinking of the religious and wealthy
elites in the early 1900s was to lump together those who were impoverishedoséh th
who were imprisoned. Margyf these leading citizerslieved in eugenics, the theory
that both poverty and criminality stemmed from failures of character and mental defects

that existed amongst the lowly, defects which they believed could be idebtified

% Resolution Establishing the Indianapolis Foundation, February 4, 1916, Box 1/1.
% Proceedings of the Thirirst State Conference of Charities and Correcti¢®suth Bend,

Indiana: The Board of State Charities of Indiana, 1922); Anselm Chomel Merie @eBita] Cross
Chapter at WorKIndianapolis, 1920).
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