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Let us review once again all the arguments that were used to justify the current rules for 
foundations. Most recently, these arguments were again brought forward by donors that saw 
no advantages in the elimination of the inheritance and gift tax: 

 Private foundations ensure 400,000 jobs in Austria. 
 
Empiric research proves that it does matter to the fate of a company where the group has its 
headquarters. Especially the more valuable jobs are created around the headquarters; re-
search and development is also frequently located there. Decisions to close parts of compa-
nies are easier to make when they concern locations abroad rather than domestic locations. 
The controlling owners and managers often live where the group management is domiciled 
and are integrated into society there; and nobody likes being regarded as an ice-cold job 
killer in his own community. 
This all speaks in favour of maintaining group headquarters in a country or attracting new 
headquarters. The truth, however, is simply that foundations as a rule are not group head-
quarters but only asset managers. If a foundation is located in Switzerland and its owner is 
domiciled in Austria, then the owner will manage the company by means of exerting influ-
ence in the companies’ supervisory boards in Austria rather than from Switzerland. In Swit-
zerland, the foundation ensures only the jobs of a few law and tax consultant offices. 

 Foundations generale new capital inflows to Austria 
 
This argument is founded and not founded at the same time. There are numerous examples 
in which foreign company assets were contributed to Austrian foundations in order to save 
inheritance tax. The contribution of shareholdings however did not bring any real capital. 
German jobs at Thyssen were not transferred to Austria. With respect to the Thyssen case, 
the authors ignore whether the shareholdings have been transferred to an Austrian custodian 
bank or not; for the foundation, this is of no significance anyway. A private foundation may 
own securities and real estate anywhere in the world; the endowment to the foundation is 
only a purely technical accounting procedure and does not imply any physical transfer of as-
sets. What is true is that in terms of taxation, the capital income is attributed to the foundation 
and that Austria consequently realises some tax revenues. 

 Thanks to the legislation on foundations, Austrian money invested in share-
holdings abroad goes back to Austrian and a transfer of money abroad is 
prevented 

 
Only a few examples are known to the authors where funds invested in shareholdings in 
abroad-based foundations have actually been repatriated to Austria (e.g. the case of 
Wlaschek). The key motives for establishing a private foundation are, in economic terms, the 
tax exemption of proceeds from the disposal of major shareholdings and the non-existence 
of inheritance tax (or the possibility to circumvent the order of succession). Now, if someone 


