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ABSTRACT: The study describes long-term funding in terms of faith-
fulness to the original goals of the foundations. After having exami-
ned 2.0 different Swedish foundations three main categories of pro-
blems have appeared. The main threats to the original goals of the
foundations"are juridical problems, economic problems and a chang-
ing society.

Fraud and embezzlement are covered by the Act (1994:1220) Con-
cerning Foundations, but the law does not prevent unfaithfulness to
the original goal of the foundation in terms of permutation. If the
foundation is a private-established foundation the board has to apply
for a change of the original goal to the Swedish Judicial Board for
Public Lands and Funds. If the State, a municipality or a community
establishes the foundation the Government can change the goal wit-
hout permission of any other authority.

Economic problems often strike smaller funds established by pri-
vate persons, but State-established funds can also be hit by economi-
cal problems. The economic problems presented in the text are high
tax levels, bad investments and problems getting donations.

Both small private and large State-established foundations someti-
mes have to change their original goals as a result of a changing so-
ciety. The goal of the foundation can be out-of-date, be against the
ideology of the government party or the demography might have
changed. Examples from each category are given in the text.

The study is made to facilitate a description in general terms of
the prospects for the Swedish nuclear funds if a final decision can not
be made in the time span of 100 or zoo years. Looking back on the
changes in the judicial, economical and political arenas during the last
200 years, one realises the impossibility to foresee the changes that
will occur within the next 200 years. The author's conclusion, after
examined 20 foundation, is that it is impossible to establish a perfect
long-term fund as we can not foresee the long-term future.

SAMMANFATTNING: Studien beskriver langtidsfondering i termer av
trohet gentemot fondernas ursprungliga syfte. I en genomgang av 2.0
olika fonder framstar tre sorts problem, juridiska och ekonomiska
problem, och problem i samband med samhallets forandring. Proble-
men beror ofta mindre privata fonder men aven statliga fonder. Ex-
empel ges pa ekonomiska problem, pa andring i beskattning, samt pa
att fondens ursprungliga mal har blivit otidsenliga.

Studien har gjorts med malet att ge en utgangspunkt for en diskus-
sion om framtidsutsikterna for det fall att ett beslut om omhanderta-
gande av karnkraftens avfall inte fattas, och att samhallets resurser
maste bevaras for att genomfora en losning 100-2.00 ar senare.
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1 Introduction
The Nuclear Waste Fund is covered by the Act (1992:1537) Concerning a Nuclear Waste Fund,
and the fund is established by the State to cover the costs for a final solution for nuclear waste.
There has been a political agreement to close down al! Swedish nuclear power plants by the year
2010. Still no final solution of what to do with the nuclear waste has been taken. The question
about a solution of the waste problem has become more difficult because of different political
desires concerning a closing of nuclear power. The majority of the right-wing parties want to
keep the nuclear power while the left-wing parties want to close the plants down.

This study is made at request of Swedish Radiation Protection Institute. The study is made to
facilitate a description in general terms of the prospects for general nuclear funds if a final deci-
sion can not be made in the time span of 100 or 200 years. The study describes the long-term
fate of funding, by describing existing foundations and funds in terms of faithfulness to their
original goal. The total instructions for the study are found in enclosure 1. The study is based on
an examination of 20 different Swedish foundations.

1.1 FOUNDATIONS AND FUNDING
Sweden has a long history with funding. The first funds were established in the 11th century for
the purpose to christianise the people. Good Christians donated their money in order to make it
possible for priests to travel in the country spreading the Christian message and baptise the in-
habitants. Since those days much has happened to the Swedish funding system, especially in
terms of law.

A foundation is established when capital is set aside and administered as an independent for-
tune, a fund, for a constant goal. There are both public and private foundations. The State, a
community or a municipality, establishes public foundations to cover predetermined goals. The
funded capital is separated from the budget.

There are many public foundations and funds in Sweden. In this study, five public funds and
their faithfulness to their original goals are examined. The main problems for public funds dis-
covered by this examination have been demographic and economic changes, change of political
power or that the fund has lost its relevance.

The private foundations are divided in to two main groups based on the capital source. These
foundations are either based on a donated capital and return from the capital, known as common
foundations, or based on collected money. The main problems for the private foundations are
economic problems, such as bad investments and shrinking donations, juridical problems, such
as fraud and embezzlement, or that the foundation has become out-of-date.

The mentioned problems according to long-term funding are, in this study, divided in to three
main categories; Swedish law, economic problems and a changing society. These three main
problems are examined in the text and examples are given for each category. All 20 funds are
not presented in the text; those absent are listed in enclosure 2.

After having examined Swedish law, economic problems and a changing society, a discussion
concerning problems with long-term funding will be presented.



2 Swedish law1

Until 1996 the Act (1929:116) Concerning Supervising of Foundations was the only law con-
cerning foundations in Sweden. The act only controlled some of the general foundations. The
County Government Board2 supervised those foundations. For foundations not covered by the
Act concerning supervising of foundations, there were no rules concerning accountancy or con-
trol of the election of the board. There was no authority to control that the money was used in
accordance with the original goals of the foundation.

In 1975, the Standing Committee on Civil-law Legislation3 ordered an investigation of the
Swedish law concerning foundations because the authorities obviously needed control over the
foundations. One reason for the investigation was that one of the most famous Swedish founda-
tions at that time, the Wenner-Gren Foundation in Sweden, had been subject to fraud, which
could have been stopped through insight by the authorities. The Standing Committee on Civil-
law Legislation found that a new law was needed.

In 1937, Axel Wenner-Gren established the Wenner-Gren foundation. The purpose of the foun-
dation was to support scientific research. The donation and the return of the donation became
free from taxes according to Swedish tax law. Mr Wenner-Gren wrote in the regulation of the
foundation that the County Government Board should have no control over, or insight in, the
foundation.

Mr Wenner-Gren died in 1961. At that time the capital of the fund had reached nearly 14 mil-
lion SEK. In his last will and testament he donated half his fortune to his wife and the other half
to the foundation. However, Mrs Wenner-Gren had the right to dispose the money donated to
the foundation in the will by leaving promissory notes. The foundation should have the money
back after Mrs Wenner-Gren's dead. This meant that Mrs Wenner-Gren could dispose the whole
fortune in the testament without paying estate duty. Mrs Wenner-Gren chose Birger Strid, one
of Axel Wenner-Gren's closest men, as her representative and gave him unlimited authorisation
over her fortune.

At the same time Fulcrum, one of the Wenner-Gren companies, nearly went into bankruptcy.
Mr Strid turned, as Mrs Wenner-Gren's representative, to the foundation for support. The board
decided to support the Wenner-Gren Company by giving a loan to help the company out of the
acute crises. The foundation lent Mr Strid 7.3 million SEK to cover the debts of Fulcrum, but
Mr Strid could not manage to get the company on track. During 13 years, Mr Strid borrowed the
total amount of 190 million SEK from the foundation, but in 1973 Strid had to let Fulcrum go
into bankruptcy.

After the bankruptcy, the prosecutor took legal proceedings against Mr Strid and the board of
the foundation. The Wenner-Gren Empire turned out to be an empty shell. The board was
prosecuted for having made damage to the foundation by not demanding investigations about
the credit rating of Fulcrum, not demanding repayment or interest and not demanding investiga-
tion of how the loans were used etc. This was made possible as Fulcrum and the Wenner-Gren
Foundation in Sweden had the same auditor.

The new act concerning foundations was in forced in July 1996. The purpose of the new law
was to prevent that the capital of the foundation was used for other purposes than the original
goal, and that foundations were used to avoid taxes and insight from the authorities. The Act

' Chapter 2 is based on following litlerature; Boman & Dahlberg (1975), l-'ARs Samlings Volym (1998), Fors Noren
(1995), l-rii (1989), Hcsslcr (1996), Iso/.(I997), Ixifland (1989), Sveriges Rikes Lag (1997), Stiftelser (1995).
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was a reaction on fraud against the Wenner-Gren Foundation, and the absence of insight in other
foundations.

The Act is presented in the next chapter to give an insight to how the Act prevents unfaithful-
ness to the original goal from a judicial angel.

2.1 THE ACT (1994:1220) CONCERNING FOUNDATIONS

The Act covers common foundations, foundations based on collection and funds for collective
agreements. Funds concerning employees or pensions are covered by the Act (1967:531) Con-
cerning a Secure Pension.

2.1.1 Regulations of the board
The board decides how the capital is invested in accordance with good manner if the founder
not has said otherwise. The foundation is not allowed to lend money to the founder, adminis-
trator (trustee) or their relatives. The board, or the trustee, is responsible that the foundation's
accounting is done accordance to Swedish law.

The board can not consist of only the establisher him/her self or the establishes themselves. A
foundation has to have at least one authorised auditor. If some of the members of the board do
not agree with the accountant's opinion report, it should be entered into the minutes. The auditor
has to call attention to if the capital is used or invested against the founder's will.

2.1.2 Permutation
The board, or the trustee, is not allowed to
- change the original goal of the foundation
- change the form of investment
- change the composition of the board
without permission from the Swedish Judicial Board for Public Lands and Funds4.

The directions of the foundation can only be changed if the original goal can not be followed, or
the original goal has become useless, the Swedish Judicial Board for Public Lands and Funds
decides whether or not the directions may be changed.

Though, there is an exemption from the rules for permutation. If the foundation has been estab-
lished by the State, the Government can change the original goal without the approval of the
board or the trustee.

2.1.3 Settlement
To be able to consume the capital of the fund
- the foundation has to be established more than 50 years ago
- the foundation has not been able to follow the original goal during the last 5 years
- the value of the access has fallen bellow one basic amount geared to the price index3 during
the last 3 years
- the foundation has no liabilities
Decision of settlement of a foundation has to be supervised by the authorities.

Kammarkollegict
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2.1.4 S u pervis i ng
The authorities, chosen by the Government, shall intervene if they presume that the administra-
tion or the auditor's report does not follow the law. The board is obliged to hand over the ac-
countancy and other requested material to the authorities. If the state, a municipality or a com-
munity establishes the foundation, it is not covered by the rules of supervising.

2.2 FUNDING FROM A LEGAL POINT OF VIEW

With this new Act (1994:1220), the authorities hope to cope with the juridical problems of
funding. This means, for this study, that the authorities cope with the first, namely Swedish law
and fraud, of our three problems.

While fraud and embezzlement of foundations are covered by the Act, the law does not prevent
unfaithfulness to the original goals of the foundation in terms of permutation. The board of the
foundation has to apply for a change of the original goal to the Swedish Judicial Board for Pub-
lic Lands and Funds and it decides whether or not a change of the goal can be carried out.

The foundations established by the State, by a municipality or a community have no protection
against unfaithfulness to the original goals in terms of permutation. The Government can change
the goals without permission of any other authority. If the goal of a foundation is established in
a law, the Parliament can change the law, and thereby change the goal of the foundation.



3 Economic problems
The economic problems of a foundation can be divided into three types of problems, bad in-
vestments, high taxes and, for foundations based on collected money, problems to obtain dona-
tions.

3.1 THE LEVI PETRUS FOUNDATION - BAD INVESTMENTS AND SHRINKING
DONATIONS «

The Levi Petrus Foundation was established in 1960. The foundation was based on a donation
for reverend Levi Petrus's birthday and the money was used to buy a house where alcoholics,
drug addicts and their families could be treated in the spirit of Christianity. The institutional care
was financed by donations, collected money, and a minor part was financed by grants from the
municipality.

Almost from the beginning, the foundation went into economical trouble, but the business was
saved by generous loans from private persons and, during later years, by loans from banks. In
the beginning of 1993, at the same time as Erik Edin, one of the fiery spirits beyond the founda-
tion, retired, the foundation got heavy economical problems. One of the main causes was the
Swedish economic crisis. The Levi Petrus Foundation had invested in real estate property in the
city of Stockholm and in the countryside. After the deregulation of the financial markets in the
late 1980's, the real estate market became overvalued, which led to a crash on the real estate
market. The value of the real estate property of the Levi Petrus Foundation decreased tremen-
dously in 1993. The board applied for grants from the Government. The Swedish finances were
miserable and the minister of social security turned the application down and took the view that
the Swedish finance could not afford a subsidy to the Levi Petrus Foundation.

Because of the recession the unemployment rate raised and people were not as generous as they
had been during the boom in mid 1980's. The collected sum of money decreased when a Com-
pany owned by the government demanded a debt of 1.4 million SEK and the foundation went
into bankruptcy.

3.2 THE KOCKS' FOUNDATIONS - BAD INVESTMENTS7

The foundations were established when Johan Kock died in 1946. In his last will and testament
he decided that three foundations would be established, one for his relatives, one for making the
town of Trelleborg look more beautiful and the last one to care for needy young, old and sick
people.

The board of the foundation had relatively free hands for investment, but Johan Kock wanted
his own companies to remain in custody of the foundation as long as was economically possi-
ble.

Until 1955 the foundation had a 10 percent return on investments, but some of the companies
owned by the foundation had economic problems. Trelleborg Glasindustri, a glassmaking in-
dustry, was reconstructed by letting the employees own some of the stock. The economy did not
get better and the foundation lent money to the company. In 1955, Trelleborg Glasindustri went
into bankruptcy and the total loss for the foundation was 1.5 million SEK.

"Kdin (1997)
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The foundation owned a large amount of stock in Lomma Tegelbruk, a tiiemaking industry.
Unfortunate incidents, like fire and technical problems, led to great financial losses and the
foundation lost 1.2 million SEK.

Despite the financial losses, the economy of the foundation has recovered and the capital has
increased to over 50 million SEK. This was made possible as the board sold the main part of the
late Johan Kocks' businesses and reinvested the capital in bonds, stocks and promissory notes
with high return. The tied-up economical investments have, as shown, been the big obstacle to
be able to follow the original goals of the foundation.

3.3 THE NOBEL FOUNDATION - HIGH TAXES AND BAD INVESTMENTS8

The Nobel Foundation is one of the most well known Swedish funds based on return from
capital. Alfred Nobel donated 30 millions SEK 1901 (in today's value 1 billion SEK) to estab-
lishing a fund, based on safe investments, and the foundation would distribute yearly Nobel
Prizes. The prizes are distributed to the persons who have done most to the benefit of mankind
during the year. (This has been changed, the prize can now be distributed to someone who did
the most to the benefit of mankind several years ago.) The rate of return from the fund should be
divided into 5 pieces, and be distributed to persons from five categories; physics, chemistry,
medicine, literature and peacekeeping.

The trustee decides what type of investments that are safe. In the beginning of the 20th century,
domestic and foreign bonds with predetermined rate of return, and real estate property were
thought of as safe investments. Several securities those days were gilt-edged, a right to demand
payment in gold, stocks not included. Gold was thought of as safe from inflation and a depreci-
ating currency. The board decided to trust only investments in gilt-edged securities.

During the First World War, the guilt-edged security disappeared, and it was not possible any
more to demand payment in gold. As a result of the established investment rules, it took time to
change investment forms and capital became tied-up in bonds until 1953, despite the fact that
the gilt-edge security disappeared.

The Nobel foundation was burdened by a high tax rate. The prize amount has varied during the
years. In 1901 the prize amount was 150 000 SEK but in 1923 the amount had decreased to
115 000 SEK. The decrease was due to the high taxes and the small return from the tied-up
capital. During 1901-1914 the foundation paid 2 billion SEK in taxes. In 1915, the national de-
fence levy9 was initiated which led to a yearly taxation of 360 000 SEK. The taxation reached
its maximum in 1922, when the foundation had to pay 600 000 SEK in taxes. The board applied
for being released from taxes, but it took until 1946 before the foundation got released from
taxes. Since then, the foundation only has to pay taxes on income from real estate property.

The Nobel foundation has been able to follow the original goal during the years, but if the foun-
dation had not been released from taxation, the high taxes could have been a threat to the origi-
nal goal, so could the tied-up capital.

s Skagegard (1993), Stable (1976)
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3.4 ECONOMIC DISCUSSION,ANALYSIS OFTHE PROBLEM

The economic problems presented are high taxes, bad investments and problems getting dona-
tions. Economic problems often strike smaller funds established by private persons, but State-
established funds can also be hit by economical problems such as the Pension Insurance Fund.

High taxes are not a large problem for foundations any more, as it was in the beginning of the
201'1 century for e.g. the Nobel Foundation, because of the Swedish tax law. Today's founda-
tions, concerning the Swedish armed forces, nursing and caring for children, education or re-
search, are free from taxes other than taxes on income of business and real estate property.
Those foundations are free from taxes because their goals are thought as for benefit of everyone.
The foundations for benefit of everyone have to distribute their return from the capital, other-
wise they are not considered as foundations for benefit of everyone and then have to pay taxes.

However, foundations for a special family and their relatives have to pay taxes on all income,
the same tax as a joint-stock company, because of risk for using foundations as a family fortune
without having to pay taxes.

Raising donations will always be a problem, especially in times of recession when people suffer
from the weak economy. Good marketing has become important in the struggle to raise money
to foundations based on collections.

Bad investments are always possible. Most founders leave over the investment decisions to
business economists and let them decide what type of investments that are appropriate. The size
of the fund is important. Larger funds have greater possibilities to administer the capital on the
bases of cost efficiency. To solve this problem of small funds the trustee can, with permission of
the Swedish Judicial Board for Public Lands and Funds, decide to join other small funds with
the same goal. This leads to easier managing concerning investments and accountancy accord-
ing to large-scale economy. Fewer administrators are needed to decide who would get money
from the fund. Brokerage firms are more interested in larger funds because of their interest in
revenues for the firm. If the Swedish Judicial Board for Public Lands and Funds does not ap-
prove an uniting with other funds, economy of scale can be used anyway if the capital of the
small funds is invested jointly.

The Swedish credit market was regulated until 1985 and the Swedish currency market was
regulated until 1989. Nowadays, you can invest in domestic and foreign markets and choose
between stocks, bonds, currencies, options (and other derivatives), real estate property, gold etc.
Most donors want their money to be invested with as high return as possible to as low risk as
possible. It is often up to the trustee to decide investment forms.

There is a connection between risk and return. The higher expected risk the higher expected
return. In the early 20"' century it was possible to invest in, as shown in chapter 3.3 about the
Nobel price, gilt-edged securities with rights to claim debts in gold to prevent depreciation of
the lent capital. These gilt-edged securities were looked at as secure investments until the First
World War.

Nowadays, investing in gold10 is not considered as safe investments in terms of protection
against inflation or depreciating of the currency. Using the Sharpe-index, (see enclosure 3 for an
examination over used index) where the return is adjusted after the risk, over the period Febru-
ary 1978 to September 1992 with 10 percent risk-free rate of return (Hakansson 1993), gold has
a negative Sharpe-index, a risk (standard deviation) of nearly 24 percent and an average rate of
return of about 8.3 percent. This implies that investments in gold have high risk with low return.

'Hakansson (1993)



Using the Sharpe-index in analysing risk and return for foreign and domestic bonds and stock,
the average bond, during the same period as for gold, has a positive index with a risk of nearly
12 percent and a return of 11.5 percent. For stocks the Sharpe-index is positive and higher than
the index for bonds. The average risk for stocks during the period is nearly 20 percent and the
rate of return is 13.5 percent. This shows that gold is not the good investment option that it used
to be.

When an investor decides how to put a portfolio together he looks at the historical development
of the stock, bond, credit and other markets. Most research in portfolio theory is made out of ex-
post data. But can you be sure that the trend will keep the historical development? What is going
to happen to the credit and currency markets? Just 10 years ago there where, as mentioned,
regulations on these markets. The future developments of these markets are unpredictable, the
political party in power can decide what will happen to them.



4 A changing society
Both small and large foundations sometimes have to change their original goals as a result of a
changing society. The goals of the foundations can be out-of-date, be against the ideology of the
government party or the demography might have changed.

4.1 LARKESHOLM AND THE VON REISSEN FOUNDATION - OUT-OF-DATE11

Anders von Reissen was a well-known private banker and usurer in Helsingborg, in southern
Sweden, in mid 18th century. He was an ambitious man and by contacts with influential solici-
tors in Stockholm he was appointed to county governor by giving bribes.

In 1782, von Reissen died and donated his assets to a couple of foundations to make sure that he
would be remembered. The vicar of Orkelljunga and the dean of Asbo were to administer the
foundations. In this study, only the foundation for a working house will be examined.

In his testament, von Reisen wrote that a little workshop should be established where poor men
and women in the neighbourhood could work with trade to earn money for their living. This was
a popular way of caring for poor people in the 18th century.

During the 20th century the enterprise changed and an education in sewing for girls was
founded. In 1984, the education had become out-of-date and the board of the foundation decided
to close it down because it did not follow the original goal of the foundation. At this time the
board did not need the permission of the Swedish Judicial Board for Public Lands and Funds to
close the foundation. Today the Swedish Judicial Board for Public Lands and Funds decides
whether or not a fund may close, as discussed in chapter 1.

4.2 THE MARKUSSEN FOUNDATION FOR STUDIES - OUT-OF-DATE"

The Markussen Foundation was established in 1944. The goal was to distribute scholarships to
needy, conscientious and talented boys born in the county of Kronoberg.

Since the testament was written in 1944, there has been a big change in the Swedish society
regarding equality between sexes. The board applied to the Swedish Judicial Board for Public
Lands and Funds to change the goal of the foundation, in order to allow the foundation to dis-
tribute scholarships also to girls who fulfil the other criterions for obtaining a grant. The Swed-
ish Judicial Board for Public Lands and Funds gave its approval.

The board had sent an application earlier, in the 1970's, but at that time the Swedish Judicial
Board for Public Lands and Funds did not find any reason to change the goal. The Swedish Ju-
dicial Board for Public Lands and Funds thought that it was Mr Markussen's will that only men
should be able to have a scholarship from the foundation. A change in the original goal of the
foundation has now been carried through because of the changed equality norm in the Swedish
society. If this modification was against Mr Markussen's will, one can only speculate.

" Bringcus(l984)

12 1-rii (1989)
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4.3 THE SWEDISH PENSION INSURANCE FUND" - DEMOGRAPHIC AND
ECONOMICAL CHANGE™

Pension insurance funds are not covered by the Act (1994:1220) Concerning Foundations, in-
stead there is the Act (1967:531) Concerning a Secure Pension.

The present pension system consists of the old-age pension scheme and the supplementary pen-
sion based on earnings from work. For the purpose of financing the supplementary pension, the
Pension Insurance fund was established.

The Pension Insurance Fund was established in 1960 and was based on a higher supplementary
pension fee than was expected to be needed. There were two motives for the fund:
The funding should compensate the expected loss in long-term saving that was envisaged as a
result of the new pension plan that was established 1957. The funding should make investments
possible to secure a good standard of living for the senior citizens.

It appeared necessary to invest in a fund to secure the long-term pension payments. Construct-
ing the pension fee in accordance with the long-term expenditure estimate, no major change of
the fee would become necessary in the future. Seen in a long-term perspective, the fund could
be used to smooth the financing of the fast growing supplementary pension and to cover tempo-
rary pension budget deficits.

The market value of the fund amount to (in the end of the year 1997) 715 billion SEK, which
corresponds to 40 percent of GDP (gross domestic product). The fund can disburse pensions for
5 !/•> years without any new payments.

In 1983, the socialistic Government decided that a part of the Pension Insurance Fund would be
set-aside in five Wage-earners' Investment Funds, and that a part of the supplementary pension
fee to the Pension Insurance Fund would go to the Wage-earners' Investment Funds. The Wage-
earners' Investment Funds will be discussed in chapter 4.4.

Until 1982, the revenue was larger than the costs. Since then, costs have been larger, except for
1991 when the supplementary pension fee was increased. The deficit is covered by the return
from the fund. Because the return from the fund is larger than the deficit in the pension system,
there has been a positive financial saving and the surplus of the fund has thereby been growing.
The fund has thus been affected by change in value of its property.

With present rules, the deficit would increase and become larger than the returns from the fund
during the period 2015 to 2020, counting on a real income growth of 2 percent per year. If the
real income growth is lower than 1 percent, the fund will be empty before the year 2010.

There is an ongoing remodelling of the Swedish pension system, without this remodelling the
fund would be empty even if Sweden would have a very large real income growth, because of
the demographic change. In about a decade, the 1940s bulge will retire and the average length of
life is expected to grow. In the new pension system the "security fund" will be smaller than
today. The fund has to cope with periods of weak economic growth, weak rates of return and
demographic changes. The original goal of the fund had to be changed as a result of economic
and demographic changes.

In the recently adopted pension system, the fund is not going to be a guarantee for the superan-
nuating, but the capital of the fund can not be used for any other purpose than pensions, if the

Allnianna pcn.sionslondcii
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Parliament does not decide otherwise. With a change in the political situation in the Parliament,
the purpose of the fund can easily be changed.

4.4 THE WAGE-EARNERS' INVESTMENTS FUNDS'* - CHANGE OF POLITICAL

POWER"

In December 1983, the Parliament passed the act concerning initiating the wage earners' in-
vestments funds. The goal of the Wage-earners' Investment Funds was to give the wage-
earners' organisations an influence on the means of production. Landsorganisationen (LO), the
Swedish Confederation of Trade, wanted to take over, or at least be influential on, the financial
markets by the funds. The trade and industry and non-socialist-parties objected to the Wage-
earners' Investments Funds, and established the 4th October Movement against the funds.

The five funds were to fit in under the Pension Insurance Fund, and administer a part of the
Pension Insurance Fund's assets. Part of the supplementary fees to the Pension Insurance Fund,
together with a tax on dividends was the financial bases for the funds. Consequently the wage
earners' investment funds were not going to be financed by the means of the wage earners. The
five funds would be supervised by the State.

The principal of investment would be built on the simple principle that the wage earners were to
make an investment based on their own opinions of the goal of the investment. In the 1980's,
the Wage-earners Investment Funds were the biggest net buyer on the Stock Exchange of
Stockholm.

In 1991, the right-wing parties won the parliamentary election. The new right-wing government
wounded up the funds and transformed the 20 billions SEK to a number of foundations, what
goals were to further research on natural and technical science, medicine, environmental re-
search and culture. An opinion poll in December 1991 showed that 2/3 of the population sup-
ported the decision. The change of the original goal depended on the change in political power.

4.S THE SWEDISH INHERITANCE FUND'7 - OUT-OF-DATE"

The State Inheritance Fund was established in 1928 when cousins and other distant relatives
were excluded from the right of inheritance by the Act (1928:279) Concerning Inheritance. The
funds capital would be held in separate trust from the public treasury. The goal of the founda-
tion was to support the care of poor children. Subventions would be given to municipalities that
wanted to establish orphanages.

In 1969, the Parliament granted a government bill concerning subsidies from the fund to handi-
capped people. The circumstances behind the change of the original goal was the socio-political
remodelling work which had led to that the state and municipalities had taken over some of the
activities that originally had been financed by the State Inheritance Fund. The new Welfare
State was henceforth going to provide for child-caring activities. The new welfare state contrib-
uted to a growth of the Inheritance Fund, because the fund had no more to pay for activities that
the State was going to provide for. Other goals had to be found. The changing society led to a
change of the original goal of the fund.

15 LcinlagaiTonderna
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4.6 THE CHURCH FUND - ECONOMICAL CHANGE"

The Church Fund was established in 1914 when the Swedish Church merged some older funds.
The original goal of the fund was to equalise the economy in the Swedish parishes. There has
been a change in the original goal. Nowadays it is up to the fund to finance national and bishop-
ric organisations of the church and to finance some pensions and payroll taxes for employees.
Capital is floating in to the fund through public church fee and grants from the state. The fi-
nancing will be changed when the Swedish Church and the State are separated in the year 2000.

'Frii (1995)



5 Is there a perfect fund? Concluding discussion about long-
term funding

It is really hard to try to foresee the evolution of a nuclear waste fund and other funds, as we do
not know what is going to happen in the future in Sweden. It is hard to protect the original goal
of the foundation from bad economy, fraud and a changing society. Swedish law protects the
foundation from a juridical angel, but there will always be people breaking the law. In the per-
fect fund the rules are followed and the Swedish Judicial Board for Public Lands and Funds
actively supervises the foundation.

The goals of the Nuclear Waste Fund are confirmed by the Act (1992:1537) concerning the
Nuclear Waste Fund. This Act can be changed by the Parliament if there are majority opinions
about the goal or the financing etc. The Government appoints a board and the board will leave a
yearly report concerning the administration of the Nuclear Waste Fund to auditors chosen by the
government to scrutinise the administration of the board.

Seeing faithfulness to the original goals from an economical point of view, bad investments are
always possible. What is regarded as safe investment today can be really risky tomorrow. The
exchange market can crash, the currency can be depreciated and real estate property can be
overvalued. There are no risk-free investments in the perspective of 200 years, even if the foun-
dation invests in papers from the Swedish National Debt Office20. These papers are looked upon
as "safe papers", but in a perspective of 100 to 200 years anything can happen to the Swedish
finances. Looking at Russia for example, securities such as bonds from the Russian State are not
safe.

The Act (1992:1537) says that a fee from the owners of the nuclear power plants is to finance
the Nuclear Waste Fund. The government decides the size of the fee. The electricity customers'
bill finances this fee, so today's users of nuclear power will pay for the nuclear waste. The pro-
prietors of the nuclear reactors are obliged to, on the government's demand, to give information
about and give admittance to the reactors, so the demanded size of the fee will be correct and
cover for the long time storage of the nuclear waste.

The deposits will be placed at an account at the Swedish National Debt Office. The Swedish
National Debt Office administrates most funds established by the State, a municipality or a
community. The deposits are to be invested so the claims for a satisfying rate of return will be
fulfilled and the return shall be added to the fund. The money not needed to cover a final solu-
tion for nuclear waste keeping or settlement of reactors shall be paid back to the proprietors of
the nuclear reactors, but if the funds do not cover the expenses, the government can decide to
use the pledge to finance the nuclear waste.

What about a changing society? As shown above, both small foundations and larger state-
established funds are influenced by a changing society, whether it is social security change,
demographic change or ideological change. The goal for the Swedish Inheritance Fund has been
changed because of the development of the well-fare state and the goal of the Swedish Pension
Insurance Fund has been changed because of a demographic change, which had led to a risk for
economical losses for the State.

A system of private pensions saving is evolving and we do not know if these private savings are
going to play an important role in the future pension system or not. Perhaps the Pension Insur-
ance Fund will disappear and all pension will be based on private pension saving. This is also a
matter of changing political power; the right-wing parties are pushing for a privatising of public
matters. One group of funds that also has been influenced by changing political power is the

2" Riksaiildskontorci

14



Wage-earners' Investments Funds which was winded up by the right-winged government in the
beginning of the 1990's.

We can not foresee the political development for the next 200 years. Though, we can be sure
that political parties will have influence over the goal of the foundations, both small private
funds and larger state-established foundations. The Parliament can change the Act Concerning
Foundations and other acts concerning mentioned funds and control all Swedish funds.

Looking back on the changes in the judicial, economical and political arenas during the last 200
years, one realises the impossibility to foresee the changes that will occur within the next 200
years. Having said that, the conclusion is that it is impossible to establish a perfect long-term
fund. Even though the law concerning the Nuclear Waste Fund has made the fund environment
safer, it can not foresee future events.
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Enclosure 1

STUDY 1

LONG TERM FUNDING

This study describes the long term fate of funding, by describing existing funds, particularly
long-term funds, in terms of faithfulness to their original goals. It is expected that examples are
given with respect to benefits and disadvantages of a hypothetical prolongation of funding. It is
expected to include both a literature search, a descriptive, theoretical and conclusive part.

The presentation of this study should be made to facilitate a description in general terms of the
prospects for the Swedish nuclear funds if a final no solution cannot be made in the time span of
100 or 200 years.

Background material regarding Study 1.

A detailed description of the Swedish funding system is found in

The Board of the Swedish Nuclear Waste Funds, Annual Report 1996, Norstedts, Stockholm,
1997.
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Enclosure 2
The results are based on foundations presented in the text and the following foundations and
funds:

Galostiftelsen -out-of-date, the Swedish welfare state covers most of the original goal, but the
fund has evolved their goals. In the beginning the goal was to raise orphans and poor children in
an orphanage. Nowadays students with high grades from the lower classes in society can obtain
scholarships from the fund. (The text is based on a talk given by Ulf Adelson, the governor of
Stockholm county in June 1998.)

Gudrun Malmers stiftelse for larare - A foundation that distributes subsidies to teachers who use
new methods for teaching. There has not been a problem following the goal, but the fund has
very small means and that could be a problem. (Engstrom, 1991)

Mauritz Sterns Donationsfond i Norrkoping - Bad investments led to an empty fund.
(Waxegard, 1998)

Milli och Carl Palmens stiftelse - This fund has not had any problems at all, but are an example
of good investments. (Kunskapsbiblioteket 1995)

Stiftelsen Lars Hiertas Minne - A foundation for the memory of Lars Hierta. The fund had bad
rate of return in late 1870's because of a hard depression. Out-of-date administration and heavy
taxation in the beginning of the 20th century have also burdened the fund. (Odelberg, 1981)

Stiftelsen Livets Ord - This foundation is a religious congregation, not passed by the authori-
ties. The taxation authority does not admit the congregation as a foundation. This means that the
Stiftelsen Livets Ord has to pay full taxes and is not treated as a foundation from a juridical
point of view.

von Reiserska skolfonden - the established school was moved against the will of the establisher.
(Bringeus, 1984)
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Enclosure 3
Two ways of counting for return and risk to evaluate different assets are using the Treynor-
index or the Sharpe-index. The main difference between the two indexes is that we use beta
instead of standard deviation when we are counting for risk in the Treynor-index.

The Sharpe-index is counted for as following:

Sharpe-index = (Rp - Rf) / a,, where

Rp = rate of return from the portfolio
Rf = risk-free rate of return
a,, = risk of the portfolio

The Sharpe-index implies that the return is adjusted for the risk, and could be compared to the
price you will be paid for the risk you have been taken for the investment. The higher price for
the risk a portfolio has the better portfolio, because it is an indication on how well the return has
been maximised per unit risk. This means that the higher Sharpe-index the better net-return of
the portfolio. The Sharpe-index is between —1 and +1. Negative numbers indicates a bad port-
folio, and the ultimate portfolio has a Sharpe-index of+ 1.
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TATENS STRALSKYDDSINSTITUT, ssi, ar en central tillsyns-

myndighet med uppgift att skydda manniskor, djur och miljo mot

skadlig verkan av straining. SSI arbetar for en god awagning mellan risk

och nytta med straining, och for att oka kunskaperna om straining, si

att individens risk begransas.

SSI satter granser for straldoser til! allmanheten och till dem som

arbetar med straining, utfardar foreskrifter och kontrollerar att de efter-

levs, bland annat genom inspektioner Myndigheten informerar, utbildar

och ger rad for att oka kunskaperna om straining. SSI bedriver ocksa

egen forskning och stoder forskning vid universitet och hogskolor.

Myndigheten medverkar i det intemationella stralskyddssam-

arbetet. Genom projekt Stralskydd Ost bidrar SSI till forbattringar av

stralskyddet i framst Baltikum och Ryssland. SSI haller beredskap

dygnet runt mot olyckor med straining. En tidig varning om olyckor fas

genom svenska och utiandska matstationer och genom internationella

vamings- och informationssystem.

SSI har idag ca 125 anstallda och ar belaget i Stockholm.

THE SWEDISH RADIATION PROTECTION INSTITUTE (SSl) is a

government authority with the task of protecting people and the

environment from the harmful effects of radiation. SSI ensures that the

risks and benefits inherent to radiation and its use are compared and

evaluated. SSI also develops competence on radiation to minimise the

risk involved for the individual.

SSI decides the dose limits for the general public and for workers

exposed to radiation and also issues regulations which, through

inspections, it ensures are being followed. SSI provides information,

education, advice, carries out research and also administers external

research projects.

SSI participates on a national and international level in the field of

radiation protection. A special SSI project called Radiation Protection

East is contributing towards improvements in radiation protection

standards in the former Soviet states.

SSI is responsible for coordinating activities in Sweden should an

accident occur involving radiation. Its resources can be called upon at

any time of the day or night. In the event of an accident, a special

emergency preparedness organisation comes into operation. Early noti-

fication of emergencies is obtained from automatic alarm monitoring

stations in Sweden and abroad and through international and bilateral

agreements on early warning and information.

SSI has 125 employees and is situated in Stockholm.

Statens stralskyddsinstitut
Swedish Radiation Protection Institute

Adress: Statens stralskyddsinstitut; S-I7I 16 Stockholm;

Besoksadress: Karolinska sjukhusets omrade, HusZ5.

Telefon: 08-7297100, Fax:08-7297108

Address: Swedish Radiation Protection Institute;

SE-I7I 16 Stockholm; Sweden

Telephone: +468-72971 00, Fax: +468-72971 08


