
 

MAKING THAT IMPORTANT DIFFERENCE  

Using philanthropy to drive generational succession planning 

By Professor Joachim Schwass 

IMD 

Chemin de Bellerive 23 
PO Box 915, 
CH-1001 Lausanne 
Switzerland 
 

Tel: +41 21 618 01 11 
Fax: +41 21 618 07 07 
info@imd.ch  
http://www.imd.ch

mailto:info@imd.ch
http://www.imd.ch/


MAKING THAT IMPORTANT DIFFERENCE | Using philanthropy to drive 
generational succession planning 

 

Professor Schwass is Co-Director of the Leading the Family Business Program 
 

Succession planning is essential to the long-term survival of family businesses. Yet it is 
precisely during this period that they are particularly at risk. 

While most families seem to acknowledge this risk, often they appear to have difficulty in 
finding an approach that best addresses the needs of stakeholders. Recent research by 
IMD on key success factors in multi-generational leading family businesses, points to the 
increasing use of philanthropy as a vehicle to drive a successful generational succession 
plan. 

 

Philanthropy and Ambiguity 
 
A closer look at philanthropy, from a succession perspective, reveals quite a mixed picture. 
On one side, there are the dynastic families well known for their elaborate and diverse 
philanthropic activities, particularly in the US. An outstanding example is the Rockefeller 
family who, over five generations, remained strongly committed to the values of giving back 
to society. 

However, wealthy families in early generations, especially in Europe, tend to be less 
interested in philanthropic activities. A new pan-European IMD study on family offices 
reveals that the founding generation sees its primary task as wealth creation, leaving the 
wealth spending to future generations. 

 

The ‘Why’ Of Philanthropy in Transition Planning 
 
Integrating philanthropy into a succession plan has both internal and external benefits. The 
first key internal benefit is in the values dimension. The values attributed to philanthropy 
are, in essence, the very values found in families who have successfully built businesses 
and wealth over a number of generations. 

Another important internal benefit is the meaning provided to one’s life. A third generation 
family business leader noted, “Philanthropy gave me the opportunity at a young age to do 
something different and to make a difference in today’s world.” Inheriting a business and 
substantial wealth can be an overwhelming prospect for next generation family members. 
Seeing wealth not as an objective in itself, but rather as an opportunity to help improve the 
quality of life of others can provide a strong emotional and motivational inner force. 
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A further internal benefit is the learning provided by moving from an idea, to actual 
implementation. Philanthropy typically starts with a passion which must then be brought 
alive. A strategy needs to be developed and executed. 

Lastly, philanthropy provides an opportunity to bring family members of diverse 
backgrounds, ages and generations together around shared ideas, visions and plans. 
Philanthropy creates a united ‘we’ feeling that can pull the family together. 

There are also external benefits to linking philanthropy with succession. The next 
generation, through the pursuit of their own philanthropic agenda, shows the outside world 
a personality profile that is individual and different to their predecessors’ and parents’ 
profiles. External stakeholders may appreciate the character individuality and have a more 
respectful attitude than they typically reserve for inheritors of wealth. 

 

The ‘How’ of Philanthropy in Transition Planning 
 
Philanthropy as a structured process can be divided into four distinct phases: learn to do; 
do; lead to do; let do: 

The learning phase is triggered by the discovery, often unplanned, of a new and unusual 
situation requiring humanitarian aid. The learning phase is about understanding the 
problem and educating oneself about what elements will help address and solve it. This 
phase also provides insight into the motivational powers of passion.  

The ‘do’ phase requires connection with others. Who can help bring an initiative alive? 
Typically, this is a search for resources – human and financial. In philanthropy, this search 
may require a great deal of creativity as unusual and difficult problems require imaginative 
and unconventional solutions.  

The leadership phase brings a structure and process alive, around a now clearly defined 
objective. One next generation family business member realized it was preferable to link up 
with an existing and experienced humanitarian aid organization, rather than adopt its own 
custom-made approach.  

Finally, the ‘let do’ phase recognizes the need for efficient structures, management 
processes and governance mechanisms which allow for the institutionalization of the 
philanthropic initiative. Philanthropy thus provides a learning platform for how best to 
move from a one-off project to an ongoing, well-structured stream of activities.  

Philanthropy is a meaningful opportunity for next generation family members to develop 
and build broadly applicable management and leadership skills. This is not surprising, 
since both philanthropy and business and wealth creation processes share the same 
objective of bringing about change, albeit on different platforms. 
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A growing number of families in business follow the example of successful, multi-
generational leading family businesses that take a more strategic and structured approach 
to philanthropy by actively integrating it into their succession planning. Philanthropy offers 
broad and deep benefits on multiple levels. It is also a catalyst for linking generations in 
more meaningful ways than a business or shared wealth can. 

  

Joachim Schwass is Professor of Family Business at IMD and Co-Director of the Leading 
the Family Business program.
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RELATED PROGRAMS 

 

 

 

 

 
LEADING THE FAMILY BUSINESS (LFB) 
Assuring the Continuity of Family-Owned Enterprises 

Program Directors Joachim Schwass and John L. Ward 
 

- For members of business owning families and their senior non-family 
executives, advisors and independent directors to better understand family 
business challenges and how to manage critical issues  

- Probe critical issues facing family businesses growth, governance, 
succession and culture  

- Benchmark best practices and network to broaden your understanding of 
successful family businesses 

 

 

  

 

 

 
ORCHESTRATING WINNING PERFORMANCE (OWP)

 The 6-day global business program 

Program Directors Peter Lorange and Jan Kubes 
 

- For individuals and teams who seek the latest management thinking and 
practical, innovative solutions for their business 

- A unique energizer: boost your performance, broaden your perspectives 
and expand your global network  

- Network and design the program that suits you 
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