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Social Responsibility of Ownership and Philanthropic Foundations: Alfred Krupp
and Robert Bosch

YOSHIMORI Masaru

The German Constitution stipulates under Article14-2 that ownership entails responsibili-
ty. One of its consequences is the proliferation of philanthropic foundations established by the
owners of family businesses to serve not only their basic activities of the common welfare but
also other multiple purposes. These include sustainability of the family firm as an independent
entity to perpetuate its mission, culture and family control as well as to solve succession prob-
lems, to optimize tax obligations, or to ensure proper standard of living for the family descen-
dants, etc.

Governance structure between the foundation and the sponsor firm differs depending on
the intentions of founder entrepreneurs. The study attempts to compare Krupp Foundation and
Bosch Foundation to illustrate possible implications of these differences on the sponsor firm’s
economic performance.

The Krupp Foundation was established in 1967 by the fifth-generation Alfried Krupp, the
last owner-manager of the Krupp family, by transferring his entire ownership of the Company
to the Foundation. Based on Alfried’s will, the Foundation controlled Krupp Company, later reor-
ganized as TyssenKrupp, until October 2014. Both the Foundation and the Company were con-
trolled by a single legendary person, Berthold Beitz, who was Alflied’s testament executor. Beitz
remained in his position for 45 years until he died in 1913 at 99 years old. The testament allows
no Krupp family members to be engaged ether in the Foundation or in the Company.

In contrast, the Bosch Foundation has no control over Bosch Company, as the former has
only non-voting equity which enables the Foundation to receive dividends but no control over
the operating Bosch Company. On the other hand Bosch Company is controlled by Robert Bosch
Indurietreuhand KG which holds 93% of the former. This organization consists of outside and in-
side equity holders and acts as owner as well as supervisor of the Bosch Company. Another dif-
ference from the Krupp structure is that at least one Bosch family member is represented at
the Foundation, Industrietreuhand, and Bosch Company.

The above difference of the governance structure may partly explain the negative eco-
nomic performance of TyssenKrupp and the positive results of Bosch in the fiscal periods indi-
cated.
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