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\ A. Introduction and main context

a) For ces shaping policy development

- The avowed public policy objectives, priorities and targets (e.g. regarding em-
ployment rates of disabled people, sickness absence rates, disability benefit levels,
frequently used and misused pathways to exit the labour market, etc.)

- Particular groups of people that are of most concern in terms of keeping them in
work and/or getting them back into work, and steps that have been or will be
taken to improve their situation.

- The responsibility of the national government vis-a-vis the role of other actors,
such as in particular regional and local governments as well as the social part-
ners

1. Introduction

The 4™ and 5™ Revisions of the Invalidity Insurance (V) system which recently came
into force or are still pending have significantly redefined its character.

Below we provide an overview of Swiss legidative procedure and discuss the reasons
behind the two above-mentioned revisions.

A few words about the |egislative process

The legidative preliminaries are the following: the administration (in this case the
Federal Socia Insurance Office, FSIO) elaborates a draft act for consultation, which
is presented to the Federal Council by the relevant Department (in this case the Fed-
eral Department of Home Affairs, DHA). The Federal Council then authorises the
Department to start the consultation process. After the close of the consultation proc-
ess the Federal Council drafts its Message and submits it to the two houses (National
Council and Council of States). This marks the end of legidative preliminaries and the
beginning of the parliamentary phase (debate in the relevant commissions and both
houses).

What triggered the 4™ Revision?

Demands for a 4™ IV Revision were voiced primarily by organisations for the dis-
abled and Parliament. The motion of the Social Security and Health Commission of
the Council of States of 28" September 1994 (94.3377) called upon the Federal Coun-

1 At this point, we shall not examine the Federal Law on Discrimination against People with Disabilities (Law on Equal Op-
portunities for Disabled People, BehiG), which came into force on 1st January 2004 and which had a significant impact on
the relevant public policy. For amore detailed look, please see Section D. 1.



cil to propose measures to consolidate and standardise 1V implementation. The main
focus at thistime was on IV procedure and organisation. As far back as 1992, the um-
brella organisation of private disability charities (DOK) submitted a paper with 20
proposals for afundamental revision of individual 1V benefits.

The FSIO had enough time to investigate this request in-depth and develop it further.
At the end of 1995 the DHA decided to commission the FSIO to draw up a report on
the basic aspects and planned measures of the 4™ Revision for the Federal Council.
The report proposed to split the revision into two parts. The first part concentrated on
the financial consolidation of the IV through immediate additional funding (additional
IV financing by shifting resources from the loss-of-income compensation scheme and
specific austerity and cost-cutting measures. The second part was to focus on further
consolidation of benefits, moderate expansion in certain areas and additional cost-
steering measures which required further concretisation.

The refusal by popular vote of the first part of the revision in 1999 (caused primarily
by the proposed abolition of quarter pensions) gave rise to a long legidative proce-
dure. Eight years were finally to pass between the first steps in the 4" Revision in late
1995 and the entry into force of therevised IV law in early 2004

What triggered the 5" Revision?

During the parliamentary debate on the 4™ IV Revision, the Social Security and
Health Commissions of both houses (National Council, Council of States) submitted
motions in late 2002 and early 2003. These called upon the Federal Council to evalu-
ate the effectiveness of the measures introduced by the 4" Revision and counter the
ongoing rise in the invalidity rate by measures taken as part of a new revision. Politi-
cal pressure on the DHA increased, particularly from the moderate right-wing parties
which demanded that the Department quickly draft a 5" Revision for consultation.
The aim of this revision was a stricter control of benefits and measures to combat
abuse of the insurance system. The debate on “fake invalids’ became a central issue.
On 21 May 2003 the Federal Council requested the DHA to launch preliminaries for
the 5™ IV Revision without further delay, and present a draft law for consultation.
Federal Councillor Couchepin first informed the public of the 5" Revision during a
media conference on 26 May 2003.

The main political objectives of the Federal Council for the 2003—2007 legidative pe-
riod are: to increase prosperity and ensure sustainability in Switzerland, to take the
necessary steps to counter demographic challenges, and to consolidate the position of
Switzerland in the world. For each of these aims it has formulated objectives and stra-
tegic priorities, which are to be substantiated in the annual objectives. The 5" IV Re-
vision isamajor objective, specified in the objectives for 2005.



2. The 5™ Revision of Invalidity | nsurance

The 5" Revision is intended as a response to the ever increasing number of 1V pen-
sion recipients, which has risen uninterruptedly for years. The Invalidity Insurance
system is unable to control this trend with the instruments it has at its disposal today.
It cannot be denied that the circumstances of people who are unable to work due to
health problems are often tackled much too late, i.e. only when the possibilities of re-
integrating them in the job market are small or non-existent.

New measures are required to counteract this trend and consolidate the 1V system.
The 5" Revision aims to reduce new pensions by 20 percent (in comparison to
2003) in order to roll back IV expenses, create new occupational integration incen-
tives for pension recipients, or correct existing negative incentives. These austerity
measur es should contribute significantly to the financia recovery of the system by
reducing the annual IV deficit. Further measures are planned to optimise implementa-
tion structures and involve both employers and employees in overseeing implementa-
tion. Finally, an increasein IV contribution ratesis also planned.

Today, pensions make up about 60 percent of 1V expenses. Although the pension en-
sures material security, the status of “IV pension recipient” implies long-term or per-
manent (partial) exclusion from the job market, especially for the young. Effective IV
legislation should combat the trend towards growing numbers of pension recipients
not only for financial but also for social reasons. The Federa Council proposes a
number of instruments to limit new pensions or maintain them at alow leve (i.e. par-
tial pensions) via rehabilitation measures. These instruments should reduce the num-
ber of new pensions by 20 percent (number of pensions in terms of full pensions for
2003). Integration measures are assumed to be effective in around 40 percent of cases,
thus avoiding recourse to a pension. The new system would centre on early identifica-
tion and intervention as well as rehabilitation measures. These would require addi-
tional financial resources but combat the causes of the growing pension trend.

Below we will discuss those measures of the 5™ Revision that are intended to improve
job market integration of the disabled or avoid their exclusion. For in-depth details see
the Federal Council Message of 22" June 2005 concerning changes to invalidity in-
surance legidation (5" 1V Revision; BBI 2005 4459).

21 Early identification of the disabled to ensure their earliest possible rein-
tegration

Indisputably, people who are unable to work for health reasons are frequently in-
cluded in the IV much too late, i.e. at atime when their health status has deteriorated
serioudly, they are no longer part of the job market and their renewed integration
poses serious problems. Conflicts between the various levels that administer IV and
procedural problems draw out the application and granting of rehabilitation measures
and other benefits. The aim of the planned model of early identification is to make
contact with people whose earning capacity isimpaired by their health status as early
as possible, to investigate their personal situation and assess whether measures requir-
ing an intervention by the IV should be taken to maintain the existing work relation-
ship. The consultation procedure on planned legislation has also made it clear that this
instrument should be introduced and implemented as extensively as possible, instead



of testing it first via pilot trials as originaly planned. IV offices will be in charge of
early identification.

Approximately 20,000 people are expected to be concerned by early identification.

2.2 Early intervention

These new easily accessible measures (e.g. job adaptation, placement, or socio-
professional rehabilitation) which should be implemented rapidly and without exten-
sive preliminary investigation, should primarily enable people whose earning capacity
isfully or partially impaired to keep their old job or find alternative employment with
either their previous or new employer. Experience shows that early and targeted
measures increase the probability of the person concerned keeping their job. Early in-
tervention measures give more weight to the “rehabilitation before pension” principle.
Employees whose earning capacity is impaired by sickness or as the result of an acci-
dent will be given concrete help and support by their 1V office, with a focus on moti-
vating them to retain their earning capacity. By cooperating with their 1V office they
prove their willingness to take responsibility for reintegrating the job market, with the
support of qualified advisors.

Approximately 10,000 people who require intensive support are expected to be sub-
ject to these early intervention measures. The costs of these measures will be coun-
tered by savings through reduced pension expenditure.

2.3 “Rehabilitation instead of pension”: integration measures to prepare for
professional reintegration and extension of the scope of professional re-
habilitation measures

Current IV rehabilitation measures — career guidance, basic vocational training, pro-
fessional reorientation and placements — are often not the most effective instruments
for the occupational rehabilitation of people with mental health problems or with poor
professional qualifications.

The new integration measures to prepare those concerned for professional
rehabilitation are socio-professional (e.g. adaptation to work processes, boosting of
job motivation, stabilising of the personality, acquisition of social skills) as well as
targeted occupational measures aimed at labour market integration. These measures
will benefit policyholders whose earning capacity was reduced to at least 50 percent
over a minimum period of 6 months. Such a claim can be investigated quite rapidly
and thoroughly by the IV medical services. Those concerned will receive a daily al-
lowance calculated on the basis of their previous earnings. These measures, like exist-
ing occupational rehabilitation measures, will only be granted in Switzerland. Early
response to pension claims and a new focus by all concerned on rehabilitation, cou-
pled with an explicit and binding obligation for insured parties to take active steps
should ensure the optimal application of remaining earning capacity and effective in-
tegration in the job market. This shifts the aim of IV from “rehabilitation before pen-
sion to rehabilitation instead of pension”.



In addition, it is planned to link existing occupational rehabilitation measures to
greater access to job placement measures and the possibility to receive subsidies dur-
ing the initial vocational training or retraining period. These measures are important
above al for people with mental health problems or lacking any professional qualifi-
cations, and should whenever possible exclude payment of an IV pension.

Approximately 5,000 people are expected to be subject to integration measures, which
at the same time will reduce pension expenditure.

24 Greater obligation to participate

The duty of insured parties to participate and to avert, minimise or mitigate loss will
be expressed in more concrete terms. Their new obligations and the sanctions they
will be subject to if they fail to meet them will be precisely defined in the legidation.
Failure to comply may lead to a reduction or refusal of benefits, including cash bene-
fits (pensions or daily allowances) or in-kind benefits (early intervention measures,
professional retraining, job placement, etc.).

25 More difficult accessto IV pensions due to changes in the notion of inva-
lidity and pension entitlement

The sharp increase in IV pensionsis due above al to mental health and skel etomuscu-
lar problems (primarily back problems). It is often difficult to determine whether these
are due mainly to impaired health or to other problems (e.g. social problems, poor
education, aggravation etc.).

Alongside early identification, intervention and rehabilitation measures, access to 1V
pensions will have to be made more difficult. This will involve adapting the concept
of invalidity and entitlement to pension claims.

Adaptation of the concept of invalidity according to the ATSG

The general part of the social insurance lawv (ATSG) which entered into force on 1%

January 2003 provides a uniform definition of the term “invalidity” for all forms of

federal social insurance — invalidity, accident, military and unemployment insurance.

According to it, invalidity is “a full or partial earning incapacity that is likely to be

permanent or to persist in the longer term”

The 5" IV Revision aims first to make explicit provision for the causal element in the

ATSG invalidity concept. Second, it should reinforce the concept of what can be rea-

sonably expected from an insured person (Zumutbarkeitsbegriff) as against current

case law. In concrete terms, this means that:

- If earning incapacity was caused not by impaired health but by other factors (fac-
tors unrelated to invalidity, such as age, poor education, communication difficul-
ties, substance abuse, socio-cultural circumstances, aggravation, etc.) invalidity
pursuant to the terms of the law does not exist. This principle, stated repeatedly
and clearly in the relevant case law ought to complete the existing concept of in-
validity and be explicitly formulated in the law.

- The ATSG aso newly states that earning incapacity may be assumed only if “ob-
jectively it cannot be overcome”. Thus the decisive element is whether one can
objectively expect a person to continue working despite the health problems he or



she experiences subjectively (e.g. pain). The IV offices will have to judge what
can be expected from an objective point of view, on the basis of medical informa-
tion provided by regional medical services (RAD). A pension would thus be
granted only when the insured party has taken all reasonable steps to avoid or re-
duce disability. This condition makes entitlement to a pension more difficult than
current provisions.
- Specifying IV pension claims
Conditions for entitlement to an IV pension are now made more explicit. At present
an IV pension is granted only when 40 percent invalidity subsists after a one-year
waiting period with an average working incapacity of 40 percent. A new provision
specifies that pension entitlement exists only when earning capacity or the capacity to
assume certain tasks cannot in all likelihood be restored, maintained or improved by
reasonabl e rehabilitation measures.

2.6 Beginning of claim to 1V benefits, increase of minimum length of contri-
butions

In the future, the IV will finance integration measures to prepare those concerned for
integration in the workforce and direct professional measures only as of registration
with the IV, and not retroactively asis now the case. This should incite insured parties
suffering long term health problems to register with the IV as early as possible, also in
view of professional reintegration. The main advantage of this measure should lie in
the early identification of concerned parties to prevent their situation from deteriorat-

ing.

From now on, entitlement to a pension would set in six months after registration with
the IV at earliest. This means that IV pensions will no longer be paid retroactively as
of the onset of earning incapacity which often goes back for years. In principle this
new regulation does not make entitlement more difficult, but it should incite insured
partiesto register as early as possible with the 1V in the event of prolonged illness.

It is also planned to increase the minimal length of contributions from one to three
years for ordinary pension entitlement. This would avoid registration with the IV after
just one year of residence in Switzerland.

2.7 Correcting negative incentives

In certain cases the present IV system — on its own or in conjunction with other ele-
ments of the socia security system — may lead to the disabled being in a better finan-
cial situation once their earning incapacity has been recognised and benefits granted
than they were before. They are not financially interested in making use of their earn-
ing capacity, since this reduces their pension. The measures proposed should be an
incentive for concerned parties to take an active interest in rehabilitation instead of
avoiding it. The following two measures should counteract this negative incentive.



2.7.1 Adaptation of thelV daily allowance system

The 4™ IV Revision introduced a new basic concept of 1V daily allowances while re-
taining certain 1V-specific characteristics. The new am of the 1V daily alowance
should be to replace the loss of effective income caused by rehabilitation measures.
Several modifications are planned in the current revision to achieve thisaim.

- Adaptation of family benefit rates to 2% of the highest daily allowance rate (i.e.
CHF 6 per day). Entitlement to family benefits will also be restricted to cases in
which neither the insured party nor any other gainfully employed person such as a
spouse receives family benefits or educational grants.

- Aboalition of the guaranteed minimum: in principle, the guaranteed minima 1V
daily allowance rate for people on a low income and those who are not gainfully
employed will be abolished. People who care for children and who are subject to
additional expenses caused by rehabilitation measures (e.g. salary of domestic
help or child minders, cost of travel and lodging for children minded by third par-
ties, nursery schooals, etc.) will now receive compensation for such expenses.

- Thelower limit for the reduction of daily allowances will also be abolished. In the
future the IV daily alowance will be reduced if it exceeds the relevant earnings
including family benefits and educational grants.

- Limit on the interim daily allowance: this benefit will no longer be paid indefi-
nitely, but only over a2 month period.

- No more entitlement to supplementary benefits for daily allowance recipients.

2.7.2 Avoidinglossof incomein spite of increased gainful employment

Currently, IV pension recipients who make better use of their remaining capacity to
earn a higher income risk the loss of or reduction in their pension. As a result, their
total earnings may be lower although they work more. This false incentive should be
done away with. As for supplementary benefits, only a fraction of the additional in-
come will be taken into account.

3. Groupstargeted by occupational reintegration

In recent years the greatest rise in the number of IV pension recipients was observed
among disabled people who require special help with their occupational integration.

31 Increase of |V pensions per population group

The proportion of weighted® 1V pensions in the active population (18- to
62/64-year olds) has grown steadily in recent years:

Year 1990 1995 2000 2002 2004

Percent 28% 34% 41% 45% 48%

2 “Weighted pensions’ are full-pension equivaents, calculated as the sum of IV pensions weighted by their fractional amount
(quarter pension = 25 %,; half pension = 50 %; full pension = 100 %). Thisallowsto infer the cost of these pensions directly
from their reported number.



The increase in 1V pensions (a total of 28,233 full pensions in 2003) varies

according to age group. An above-average increase may be observed among

the following groups:

- People aged 35 to 54

- People who are disabled for mental health reasons or skeletomuscular
problems

- Peoplein simple jobs and menia occupations: the categories “factory worker” and
“building sector” have the highest disability rates. There is a higher probability of
invalidity among employees than among the self-employed (approximately 3.5
times smaller risk).

- People with a lower level of general education and/or vocational training. Those
with only mandatory schooling are more likely to become disabled than people
with a higher level of education.

See the Message on the 5" Revision 1.1.2 and 1.1.3 for further details (es-
pecially graphs).

3.2 3.2 Which groupsrequire special effortsto avert their professional ex-
clusion or reintegrate them asrapidly as possible?

The 5™ IV Revision focused above all on the following two groups:

People with mental health problems

The professional rehabilitation measures provided by |1V today — carer guidance, basic
professional education, retraining, job placement, capita — are often inadequate to
(re)integrate the rapidly growing group of people suffering from menta health prob-
lems. The IV does not provide socio-professional rehabilitation to restore the person’s
reintegration capacity. But precisely such measures at the interface of social and pro-
fessional integration might be the best way to create the pre-conditions for implement-
ing professional rehabilitation measures for people with mental health problems.

People with poor professional qualifications

Existing professional rehabilitation measures have also proved insufficient for dis-
abled people with poor professional qualifications, or none at all. Job-seeking assis-
tance is granted only to people who cannot find a suitable job for health reasons, or
whose invalidity places special demands on the job or on the employer. Until now the
IV has not dealt with other difficulties in finding a job, such as a shortage of jobs on
the market, for example. Menial workers who are fully employable in a simple occu-
pation adapted to their disability were not entitled to claim job-seeking assistance
from the IV. They are simply passed on to the unemployment insurance system. Ow-
ing to the difficult job market situation, menial workers with impaired health find it
very difficult to find a new job which allows for their disability. They often lose their
rights to unemployment benefits and suffer aggravation of their original health prob-
lems and/or psychological pressure due to their long unemployment. Such chronic
conditions may finally lead to receipt of an IV pension.



4, The role of the Confederation, the cantons, employers and employees
organisations

Invalidity insurance (1V) isafederal social insurance scheme for al of Switzerland.

- The Federal Council supervises the implementation of the various social insurance
schemes and thus bears the ultimate responsibility (see Art. 76 para. 1 ATSG).

- Concretely the IV is implemented by the 26 cantonal IV offices and the IV office
for insured parties abroad.

- Cantons are in charge of the organisation of 1V offices and hiring staff. In this re-
spect |V offices are supervised by their cantonal governments.

Today employees’ and employers' representatives are not directly involved in federal
supervisory activities. Their role is only advisory and on avoluntary basis. Thisisin-
adequate, since over one third of IV funding comes from employees’ and employers
contributions, which play an important role in IV implementation. A supervisory body
for implementation tasks is now planned to ensure greater involvement of these two
groups. This body will include representatives of the Confederation, and of employ-
ees and employers organisations.

Increasing the occupational integration of the disabled is a challenge for al social
players. The Confederation establishes the legal framework. Employers should pro-
vide them with jobs instead of simply rationalising them out of the labour market.
Everyone — employees and employers, physicians, insurers etc. — must assume their
responsibilities and increase their efforts to ensure the success of greater professional
rehabilitation measures.

\ b)  Socio-economic context

- The most relevant societal, economic and labour market pressures affecting la-
bour demand for and labour supply of people with health problems or disability.

- Emerging issues and greatest challenges, currently and in the future, in the con-
text of sickness and disability management (including e.g. the increase in mental
illnesses, many of which are stress- and work-related, and the role and power of
treating doctors).

- The most recent trends regarding the rates of labour force participation, employ-
ment and unemployment of disabled and non-disabled people, possibly by age and
gender, the number of disabled people of working-age, and the number of sickness
absence days and the rates of disability benefit recipients.

1. The Swiss labour market
1.1 Thelabour market in general

The Swiss labour market has changed profoundly in recent years. Only 26 percent of
the work force are still employed in the industrial sector. The service sector isincreas-
ingly gaining ground, accounting for 72 percent® of the labour force in 2003. These
developments have led to high job losses. The shift to the service sector and technical
progress in the industrial sector make new demands upon the working population, af-

3 Statistisches Jahrbuch der Schweiz 2004, p. 191.
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fecting particularly less qualified workers, many of whom are migrants, workers in
the non-German speaking parts of Switzerland, and women.

Since mid-2003 the number of unemployed and job seekers has remained stable, with
no visible improvement in the job market situation.

The major trends observed in the last 10 to 20 years, generating rapid change can be

summarised as follows::

- The worldwide opening of markets ("globalisation") means increased competition
for Swiss business. The general reaction isto rationalise.

- Increased automation of simple and repetitive functions imposes greater demands
on the remaining workforce. Certain occupations which were once common no
longer exist (so-called structural changes in the labour market).

- Unemployment leads to labour market disequilibrium.

- Many companies are modifying their socio-ethical attitudes. maximum profit
("shareholder value") supplants social responsibility.

1.2 Thelabour market for disabled people and recent relevant changes

Pensions for people with mental health problems have risen sharply in recent years,
but confirmed data on the possible reasons for this development are scarce. Changes
in the workplace, including accelerated and more intense work processes, rapid rota-
tion of teams and manageria staff, decreased job security and excessive will to per-
form, are some of the reasons that are often invoked. In certain sectors, these assump-
tions seem to be confirmed by a marked rise in productivity and thus falling job num-
bers. Such trends, which are largely beyond the control of policy, have various conse-
guences for 1Vs:

- Health repercussions
Many people can no longer cope with the higher demands in the workplace (out-
put, speed, flexibility). Overworked employees run an increased risk of becoming
ill. The focus is on psychosomatic, somatic and mental health conditions, but
physical diseases may occur in certain individual cases. Health risks also rise for
unemployed people who spend months or even years looking for work. Depres-
sion plays a major role here. Such conditions continuing over extended periods of
time or which become chronic may lead to invalidity.

- Lossof “ subsidised jobs’ for less productive employees
10 or 20 years ago many people with health problems who could have been called
“invalid” owing to their low output were integrated in the workforce by socialy
committed companies and paid a “socia salary” that was enough for them to live
on. They therefore had no reason to apply for a pension. As a result of ongoing
economic rationalisation these “hidden” invalids are being excluded from the la-
bour market and now require a pension.

- Companies usethe IV to solve structural problems
Many companies have to or want to make some of their staff redundant as part of
restructuring measures. These often affect older employees with flagging produc-

4 Theremarks for the most part are based on a position paper issued by the umbrella organisation for private disability chari-
ties (DOK) in March 2004.

5 Theremarks for the most part are based on a position paper issued by the umbrella organisation for private disability chari-
ties (DOK) in March 2004.
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tivity and adaptability. When early retirement is still not an option, registration
with the IV and an IV pension is often seen as a means of alleviating or solving
this social problem.

Structural changesin the labour market influence how invalidity is measured
Certain ssimple and menial niche occupations are disappearing as a result of tech-
nical progress (e.g. messenger services). One may reasonably assume that even in
a better economic climate they will not be reintroduced, and are thus no longer
part of alabour market in equilibrium. Thisis essential to how invalidity is meas-
ured. Many with impaired health who were capable of carrying out menial jobs
must now be considered as impossible to employ due to the high demands of the
modern labour market.

However, no direct relationship has been observed between unemployment and IV
pension numbers

In view of economic trends in recent years one might be tempted to assume a link
between unemployment and invalidity. Comparisons of data from the 1990s show
that during years with low economic growth IV expenditure rose sharply. How-
ever, evauations show no institutional, routine passage of unemployed people to
the IV. The number of unemployed grew sharply until 1994, whereas the percent-
age of people who subsequently received an IV pension within two years re-
mained stable at slightly over 2 percent. The relationship between unemployment
and pensions weakened further during the following years.

Societal trends

Certain societa trends today encourage illnesses that can cause increased invaliditys.

6

The remarks for the most part are based on a position paper issued by the umbrella organisation for private disability chari-
ties (DOK) in March 2004.
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- Increase of societal pressure
Due to societal changes, individuals today are more exposed to pressure and more
often confronted with conflict situations. Alongside the increased pressure of the
labour market, which has already been mentioned, there are changing interper-
sonal relationships (leading to more divorces, more single parents), more individ-
ual attitudes and more loneliness. All these circumstances can place people under
great strain, increasing the risk of mental and psychosomatic diseases. Thisis par-
ticularly true when the socia network (e.g. family, workplace, friends) is lacking
or individuals are uprooted from their socio-cultural network (e.g. foreigners from
countries and cultures which are very different from ours who find it difficult to
integrate). Reactive mental conditions (neurosis, depression) caused by unresolved
conflicts are the leading causes quoted in the statistics of new |V pension recipi-
ents, and are increasing at an above average rate.
- Banishing taboos surrounding mental illness

The old taboos concerning mental illness made it possible to keep the number of
invalidity cases arising from mental health conditions relatively low. Today peo-
ple with impaired mental health find it easier to go to a specialist for treatment or
to ask for amedical certificate which proves their incapacity to work. This may be
due to the fact that there are more specialists in this area, especialy in towns and
cities; but the main reason is certainly that the fear of being socially “ostracised”
has |essened.

3. Future challenges

The measures pursuant to the 5™ 1V Revision are intended to tackle the problems rela-

tive to the rise in the number of 1V pension recipients. Various points are to be ad-

dressed:

- Improving rehabilitation instruments (with possible sanctions in the event of in-
adequate cooperation by the insured)

- Measuresto encourage employers to employ disabled staff.

31 Improving rehabilitation instruments and limiting pension entitlement
under 1V

Improved rehabilitation instruments and curtailed accessto IV pension were al-
ready dealt with in the 4™ Revision. They are at the heart of the current 5" Revision
(seebelow B. b) 1.2.2).

3.2 M easur es encour aging employersto hire disabled staff

We must distinguish between various regulatory measures:
Existing incentives in the Swiss social security system

Occupational benefit plans (BVG) pay pensions which supplement those paid out by
the IV. They are free to adapt their contributions to the damages they must pay, and
are currently doing so to counter the growing numbers of pension recipients. A high
invalidity rate may lead to a direct extra premium for a company whereas a low inva-
lidity rate may lead to lower contributions. The daily sickness alowance system has a
similar mechanism. The invalidity rate has a direct bearing on the premium level of-
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fered to a company. In addition, daily sickness alowance insurers can also terminate
insurance contracts with “bad risk” companies, i.e. those with a high incidence of ill-
Ness.

Incentivesin the invalidity insurance system

There were incentives for employers already prior to the introduction of the 4™ Revi-
sion: daily allowance for a maximum of 6 months while training for a new activity in
anew job brokered by the IV office, and adaptation of the job. Asaresult of 1V trends
in the 1990s and in relation to planned revisions and legislative projects the focus was
shifted to greater employer involvement. As of 1999 the issue of possible incentive
systems for maintaining jobs or hiring employees with impaired health was examined
explicitly and systematically. In the context of the 4™ Revision as well as in prepara-
tion for the introduction of the Federal Law on Equality for Disabled People, ad hoc
working groups investigated possible incentive systems to encourage the hiring of
people with impaired health. Experiences in other countries were taken into accountr.
The results of both studies influenced the shape of the 4™ IV Revision (see below B.
b), 1.2.1).

In spite of existing incentives, the 4" and 5" Revisions intensively dealt with the
stronger and more effective involvement of employers. The relevant debate made use
of a new study by the University of Applied Sciences in Solothurn on the occupa-
tional integration of disabled people in Switzerland (FHSO, 2004) and a report by the
umbrella organisation of private disabled charities concerning incentives for employ-
ersto hire people with impaired health (DOK, 2004).

The 4™ Revision, which came into force on 1% January 2004, introduced the following

incentives for employers:

- Active job placement measures and counselling in relation to holding on to an ex-
isting job (Art. 18 para. 1 IVG). This includes advising employers on genera so-
cial insurance-related issues (Art. 41 f IVV).

Active job placement requires more posts than previously assumed. The number
of postsin IV offices will be increased in the near future so that job seeking assis-
tance can be implemented effectively.

- General country-wide information on benefits (Art. 68" IVG).

Theidea of a programme of information for employers has been discussed, but not
implemented yet.

- Pilot trids for hiring disabled 1V policy holders (Art. 68 quater 1VG) will aim to

gather further experience based on concrete examples of effective employer-
related incentives.
No such trials have been conducted yet, not only because the legal framework lim-
its the range of possible approaches and the FSIO continues to apply a restrictive
interpretation of these provisions. In spite of the general recognition that action
should be taken, there is considerable scepticism concerning the actual steps to be
taken.

The Message on the 5 IV Revision fine-tunes incentives:
- Practice has shown that hiring a health-impaired person may cause considerable
additional expenses for the employer, particularly higher contributions to occupa-

7 Cf. 1999 FSIO report “Anreizsysteme fir Arbeitgeber zur Beschéftigung behinderter Mitarbeiter” and the 2001 seco report
“ Anreizmechanismen zur Beschaftigung behinderter Menschen”.
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tional benefit plans or loss of income benefits. This is primarily the case when a
person fallsill and thus heavily influences the risk curve of the insurance fund that
pays daily loss of income benefits. Correspondingly higher contributions have to
be shouldered by the employer and under certain circumstances by the insured
party. Such higher financial risk for employers and employees should be compen-
sated by the 1V, if it is linked to higher contributions for occupational pension
plans and loss of income insurance which were generated by the newly employed
person (see Art. 18a para. 6 of the draft).

For the time being we do not have the necessary findings to deal with such com-
pensation. Practical pilot trials based on Article 68™@ |V G should collect practi-
cal results, enabling the Federal Council to formulate the relevant specific decrees.
The Message on the 5" Revision is currently being discussed in Parliament, which
has added further incentives for employers.

Incentive systems pursuant to the Federal Law on Equality for People with Disabili-
ties (BehiG)

The Federal Law on Equality for People with Disabilities (Behindertengleichstel-
lungsgesetz, BehiG, SR 151.3) of 13" December 2002, which also entered into force
on 1% January 2004 contains an article on such pilot trials. According to this article,
the Federal Council may order or back pilot trials that are limited in time to test incen-
tive systems for the employment of disabled people (see Art. 17 BehiG).

3.3 Improved medical evaluation in the IV system

The 4™ IV Revision (entry into force 1¥ January 2004) established the legal ground-
work according to which IV offices may have recourse to regional medical services
(RAD) when evaluating medical entitlement to benefits. Since then the IV may have
IV pension applicants examined by its own physicians. This possibility and RAD ex-
pertise in insurance medicine should pinpoint and consolidate the role of RAD in the
5" Revision. They are not only to evaluate the capacity or incapacity to work of peo-
ple with impaired health, but will also be in charge of determining the degree of func-
tional invalidity that will be binding for the IV. In concrete terms this means that the
RAD will not only estimate the percentage of work incapacity for the IV office, but
also establish a qualitative profile (acceptable occupations: what can the insured party
still do?) and/or a disability profile (unacceptable functions: the things that the insured
party can no longer do?) aswell asamedically justified temporary sick leave.
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4, Optimal elimination of disadvantages caused by the current lack of co-
ordination between various social insurance schemes

Early identification and early intervention are recognised principles of effective reha-
bilitation. For this reason the formal process of receiving sickness insurance benefits
should also determine the moment of intervention. In other European countries (e.g.
Sweden, the Netherlands, Denmark, Germany) the social security system coordinates
and informs the various social insurance schemes and sometimes also employers and
employees organisations. In most of these countries, rehabilitation and reintegration
measures as well as cash benefits are administered by the same insurance system.
Such integrated models also increase financia interest for insured parties to return to
work as soon as possible.

Switzerland lacks such an integrated model, particularly in the event of illness.

- Already at the onset of illness there are usually two insurers involved (sickness
and daily loss of income benefits). As a rule, they neither coordinate their work
nor exchange information.

- To make things even more complicated, Swiss loss of income insurance is not
mandatory and is offered both under socia insurance legidation (KVG; SR
832.10) and private insurance legidation (VVG; SR 221.229.1).

- Early coordination of sickness insurance and 1V is lacking notably because coor-
dination in the event of sickness-related work incapacity is more complex than in
the event of an accident, it being difficult to pinpoint the onset of illness. Those af -
fected contact an IV office only after the illness, its trestment and the resulting in-
capacity to work have persisted for sometime.

5. Recent employment trendsrelativeto the disabled
Below are severa statistical indications:

The most recent trends regarding the rates of labour force participation, employment
and unemployment of disabled and non-disabled people, possibly by age and gender:
Unfortunately there are no data on gainfully employed disabled people. A single study
was made in 2004 of invalidity pension recipients who in 1999 paid AV'S contribu-
tions on salaried or self-employed income. People receiving unemployment benefits
were considered salaried (unemployed salaried). This study showed that approxi-
mately one third of pension recipients declared some income from work for that year.
We aso have no information concerning the rate of unemployment among the dis-
abled.

Labour force participation among the active population in a comparable group (aged
15-64) was 88% for men and 74% for women in 2004. The trend here is towards
slightly lower labour force participation among men and slightly greater participation
among women. More detailed information on the employment statistics of the Swiss
Federal Statistics Office (SFSO) can be found under the following link:
http://www.bfs.admin.ch/bfs/portal/de/index/infothek/erhebungen _quellen/blank/bla
nk/statistique de |_emploi/uebersicht.html

For general data on unemployment in Switzerland and labour market trends, see the
SFSO labour market statistics, at the following link:
http://www.seco.admin.ch/themen/zahlen/arbeit/
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Number of disabled people of working-age:

There are no statistical data on the number of disabled in Switzerland, and thus no
clear definition of disability. A health study, based on a very large subjective defini-
tion, estimates that approximately 15% of the population aged 15 and over claim to
suffer from a long-term illness or disability. Detailed information is available on the
Swiss Health Observatory homepage (see particularly health monitoring indicator
2.6.2:

http://www.obsan.ch/monitoring/stati stiken/d/index.htm

Number of sickness absence days

According to the Swiss health study in 2002, men took 6.4 days sick leave and women
8 days (aged 15-64). Differences between cantons are considerable. Detailed informa-
tion is available on the Swiss Health Observatory homepage (see particularly health
monitor indicator 2.8.1.1):

http://www.obsan.ch/monitoring/statistiken/d/index.htm

Rates of disability benefit recipiency

We have no relevant information in the sense that the cumulative first and second pil-
lar pensions would have to be accounted for. At present there are no data on the com-
position of a person’sincome, before the onset of invalidity.

c) Evidence

- An overview of analyses on most pressing policy issues regarding, for example,
barriers to labour force participation of disabled people, transitions from work
into long-term benefit dependence, the role of various actors, and the coherence
of public policy.

- An overview of recent analyses on the use of sickness and disability benefits as
pathways to exit the labour market.

- An overview of recent evaluations of the effectiveness and the efficiency (e.g. in
terms of a cost-benefit analysis) of public support and activation programmes.

- A detailed bibliography and internet-sites would be very useful, as well as an in-
ventory of available data sources used by national analyses.

1. General consider ations

Research findings on invalidity/disability are relatively scarce in comparison to other
areas. Below you will find listed those findings and reports that may be relevant to the
issue treated here.

2. National Research Program NRP 45 “Future problems of the welfare
state”

National research programs should contribute significantly to finding solutions to ma-
jor problems in contemporary society. The NRP 45 “Future problems of the welfare
state” closed its activities at the end of 2004. It encompassed 35 projects grouped in
four thematic modules. Labour market/unemployment; the welfare state; disabil-
ity/invalidity and health. The disability/invalidity module examined whether and to
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what extent Swiss legal regulations correspond to the needs of the disabled. Various
projects dealt with the issue of stigmatisation and coping with everyday life by the
disabled, and labour market participation opportunities. Several projects of the labour
market/unemployment module also provided interesting pointers. They focused on the
structure of the Swiss labour market, the possibilities of workplace integration and
unemployment insurance and social aid measures for occupational integration. The
results are available at:

http://www.sozial staat.ch/d/proj ekte/proj ekte.html

The NRP 45 synthesis report gives a summary view of the programme: Gért-
ner/Flickiger 2005. Probleme des Sozia staats: Ursachen, Hintergriinde, Perspektiven.
Synthesebericht. Zurich/Chur: Verlag Riegger (pp. 57-90, with further reading refer-
ences).

3. Resear ch reports commissioned by the Federal Social Insurance Office
(FSIO)

As part of its specialised research, the FSIO commissions research on the scientific
bases of relevant framework conditions, needs, the execution of legal provisions or
the benefits and impact of socio-political instruments. This background knowledge is
important for the operation of social insurance institutions. It provides political deci-
sion-makers with bases for their decisions and assists the FSIO in dealing with its cur-
rent tasks.

As arule the FSIO asks external experts or institutes to conduct such studies. The fi-
nal reports are published in the FSIO “ Social Security” series.

The link below lists the reports commissioned by the FSIO (see in particular the top-
ics“Invalidity/Disability” and “Socia Policy”, “Family and the national economy”):
http://www.bsv.admin.ch/forschung/publikationen/d/index.htm#iv

4.  Other reports

Federal Social Insurance Office, Buri Markus (2000): the effectiveness of occupa
tional rehabilitation, published in Soziale Sicherheit 6/2000, pp 327-330

An evaluation of the data ® shows that of the 4,500 people who benefited from occu-
pational rehabilitation measures in 2000, 72 did not receive a full pension until the
end of 2002, i.e. they were able to at least partly support themselves’. In cases of con-
genital invalidity, measures appear to be the least effective. The effectiveness of
measures in the event of sickness-related invalidity appears to be average, with sick-
ness due to mental ill-health also showing below average effectiveness (56 %). Occu-
pational rehabilitation in cases of disability caused by an accident on the other hand
shows above-average effectiveness. These results have remained stable over recent
years (see Message on the 5 IV Revision, 1.1.3.7).

European Foundation for the Improvement of Living and Working Conditions 2004):
Employment and disability: Back to work strategies.
http://www.eurof ound.eu.int/publications/files/ EFO499D E. pdf

8  These data refer to occupational measures which were concluded between 1997 and 2000. The effectiveness of a measure
was shown when it prevented the receipt of afull pension.
9 People, preparing for their integration in the workplace through sheltered employment were not included in this study.
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ISSA (2002): Who Returns to Work and Why?

A Six-country Study on Work Incapacity and Reintegration, Frank s. Bloch & Reink
Prins, Editors, 2001

The document gathers the results of a comparative study on work incapacity and rein-
tegration conducted by the International Social Security Association (ISSA) and
analyses their importance for policy. For further information on the project:
http://www.issa.int

The new comparison on work reintegration in six industrialised countries (Denmark,
Germany, Isragl, the Netherlands, Sweden and United States) shows that among peo-
ple whose work incapacity is caused by back problems, those aged up to 24 find it
very difficult to reintegrate. This means that Switzerland is by no means isolated in
that it shows a critical trend towards growing numbers of young IV pension recipients
(see Message on 5™ IV Revision, 1.1.2.1, footnote 8, and. 1.1.3.6).

More information is available at: http://www.issa.int

Nationale Gesundheitspolitik Schweiz (February 2004): Psychische Gesundheit — Na-
tionale Strategie zum Schutz, zur Forderung, Erhaltung und Wiederherstellung der
psychischen Gesundheit der Bevolkerung in der Schweiz (draft opinion, particularly
pages 106+71):

The “national strategy to protect, maintain and restore mental health in Switzerland”,
developed in 2004 by the Confederation and the cantons as part of Swiss National
Health Policy provides for the coordination of measures to reduce the consequences
of inadequate early intervention following the onset of mental problems linked to
chronic conditions and the risk of invalidity. The recommendation is that employers
and social insurance institutions (sickness, loss of income, invalidity and unemploy-
ment) should develop and implement concerted early intervention models to reduce
mental anguish in the early stages of the illness and reduce the risk of a curtailment in
earning capacity. Facilitated access to suitable treatment and preventive measures dis-
pensed in a professional setting may avert invalidity. The planned 5" Revision is in
tune with the mental health strategy (see Message on 5™ IV Revision, 1.1.3.1).

Office cantonal de I’inspection et des relations du travail (March 2000): Mortalité
prématurée et invalidité selon la profession et la classe sociale a Genéve.

A study published in the canton of Geneva in 2000 examined the connection between
profession and sector and disability rate and mortality'®. The study dealt with the male
population in the canton aged 45 to 65, classified according to 28 sectors and/or occu-
pations. The rate of invalidity was calculated on the basis of the number of full pen-
sion recipients (see Message on 5" IV Revision, 1.1.3.4).

Hefti Christoph und Stefan Segrist (April 2004): Invaliditaét nach Branchen und
Tatigkeit, Blochliger, Stéhelin & Partner

The study, commissioned by the FSIO, examined the risk of invalidity according to
sector and occupation among new |V pension recipients in 2003 in seven cantons (Ba-
sle-City, Berne, Geneva, Jura, Schwyz, Ticino and Uri). It confirms that the risk of
invalidity fluctuates strongly from one sector to the other. For the surveyed group, the
likelihood of invalidity (against percentages of all gainfully employed in the said sec-

10 Office cantonal de I’inspection et des relations du travail, “Mortalité prématurée et invalidité selon la profession et la classe
sociale a Genéve’, March 2000.
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tor), went from factor 1 to 5 depending on sector. Education, agriculture and forestry,
and the mining and quarrying industries had the lowest rates of invalidity; while the
civil service and socia insurance sectors, and construction and civil engineering had
the highest (see Message on 5™ IV Revision, 1.1.3.4).

Edgar Baumgarnter, Sephanie Greiwe, Thomas Schwab (October 2003): Der
Umgang der Betriebe mit Behinderung, University of Applied Sciences Solothurn.
The study examines the factors that facilitate or hinder integration from the employ-
ers point of view. Companies name the shortage of open jobs, possibly limited work
capacity and the risk of absenteeism among the disabled as the primary obstacle, fol-
lowed by additional work engendered by assisting disabled employees, and the fear of
not receiving sufficient external support. Negative reactions from customers or staff
are not seen as significant obstacles. The study also shows that informing, advising
and backing companies are essential to reintegration. Existing state measures (particu-
larly financial incentives for companies to retrain or hire disabled people, counselling,
coaching) are considered useful by companies, but that these often ignore existing op-
tions. Most companies (76%) claim to be inadequately informed. Closer cooperation
with companies and their representatives is required (see Message on 5" IV Revision,
1.1.3.4).

DOK (2004): Anreize fur Arbeitgeber zur Beschéftigung von Menschen mit Behin-
derung

The disabled charities umbrella organisation examined various incentive systems to
encourage employers to hire disabled people. Their final conclusions basically con-
firm the direction taken by the 4™ and 5" Revisions. The DOK concludes that more
effective reintegration of workers with impaired health can be achieved by making
better and more extensive use of already existing instruments.

Seco (2001): Anreizmechanismen zur Beschéftigung behinderter Menschen

FSO (1999): Anreizsysteme fur Arbeitgeber zur Beschaftigung behinderter Mitar-
beiter

Both the FSIO and the seco studies conclude that — at least in the short term - new
large-scal e incentive measures will not significantly influence the occupational reinte-
gration of people with impaired heath (quotas, flat rate financial incentives, tax
breaks, etc.). Both groups of experts agree that reintegration should be encouraged via
amore active implementation of existing incentives and that these instruments should
be extended in targeted fashion, for example by directly addressing employers viain-
formation, counselling, backup, and training subsidies. New sweeping, non-targeted
incentive systems that are relatively new for Switzerland (quotas, tax cuts, etc.) were
deemed rather ineffective by our experts.

University of Applied Sciences, Solothurn (FHSO, 2004): Die berufliche Integration
von behinderten Personen in der Schweiz

The study again demonstrates the importance of providing employers with exhaustive
information on existing instruments, with coaching options and with targeted support.

5. Other relevant links
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Mention must be made of the Report of the Control Committee of the Council of

Sates (CC-S) of 19 August 2005 "Rentenwachstum in der Invalidenversicherung:

Uberblick tber die Faktoren des Rentenwachstums und die Rolle des Bundes'. The

report of the Council of States supervisory commission has three appendices, the first

two of which are of particular relevance:

e Appendix 1: Parliamentary Control of the Administration (PCA) "Faktoren des
Rentenwachstums in der Invalidenversicherung” (Factors behind therisein inva-
lidity insurance pensions)

e Appendix 2: Expert report by the Interface Institute for Political Studies commis-
sioned by the Parliamentary Control of the Administration "Evaluation der Rolle
des BSV in der Invalidenversicherung” (Evaluation of the role of the FSIO inin-
validity insurance)

The CC-S report and the three appendices were published and thus freely accessible to

all interested parties. They can be downloaded from the CC-S or the PCA Homepage.

Appendices 1 and 2 both have an English summary.

http://www.parlament.ch/homepage/ed-beri chte-parl-org/ed-pa-beri chte-parl ament-

aufsi chtskommission/ed-pa-beri chte-parlament-aufsi chtskommission-2005.htm

Swiss Federal Statistical Office homepage: http://www.bfs.admin.ch/
Message on 5" Revision:
http://www.bsv.admin.ch/aktuell/presse/2005/d/05062201.htm

The Psychiatric University Hospital Zurich (PUK) is currently taking part in the
European Multicenter study “ Equolise” which runs projects in the UK, the Nether-
lands, Germany, Italy and Bulgaria. It also evaluates the work of a new office special-
ising in offering the disabled job-seeking assistance. In a long-term study “Social in-
tegration and quality of life of people with mental health problems’ the PUK exam-
ines possible solutions to the current situation as well as the scope of the disabled
population’ s integration in the workforce. The results are expected to be published in
2005 or 2006.

The Swiss Health Observatory — an initiative of the “National Health Policy” project —
is currently setting up a Swiss Health Monitoring project to systematically and over
time observe the health of the Swiss population and the health care they receive. The
monitoring project is backed by other projects such as a situation report on “ The epi-
demiology of mental health problems in Switzerland” and “An analysis of basic data
on in-patient psychiatric treatment in Switzerland”.

Internet link:

http://www.obsan.ch/

B. Incomesupport programmes \

a)  Programme characteristics \

- Overview of the rules regarding social benefits and tax benefits for sick and dis- \
abled people, capturing the following benefits. sickness benefits; disability pen-
sions; other disability benefits (i.e. safety net); transitional benefits (e.g. rehabili-
tation benefits); work injury benefits; tax benefits (such as refundable tax credits |
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or tax allowances for disabled people); other benefits aimed at compensating dis-
ability-related costs.

- Please capture the following items in describing social and tax benefits. Condi-
tions of eigibility, entittements and coverage; level and duration of payment;
(re)assessment procedures (administration, strictness of medical assessment and
geographical diversity in rules or outcomes); funding structures, means- and
work-testing issues etc.

1. Preliminary remark

An overview of the Swiss social insurance system (also in English) can be found at:
http://www.bsv.admin.ch/int/media/d/uebersicht_soziale sicherheit.pdf

2. The Swissthree pillar principle

To fully understand the following presentation on the Swiss socia insurance system,
and particularly old-age and invalidity insurance, one must first grasp the basics of the
three pillar principle. In relation to old-age provision, the AHV and IV together make
up the first pillar, i.e. a state pension. These are intended to cover the basic needs of
the recipients. In special cases, those eligible may also receive supplementary benefits
(EL) to top up the basic state pension.

The first pillar is supplemented by benefits from the pension fund and those from the
occupational old-age, survivors and invalidity pension scheme (BVG). This consti-
tutes the second pillar. These two pillars guarantee at least 60% of the final salary
earned by the person prior to retirement. The second pillar enables pension recipients
to maintain the standard of living to which they have become accustomed. The first
pillar is mandatory for everyone, including the self-employed and those who are not
in gainful employment, such as stay-at-home parents. The second pillar is mandatory
for employers and employees only. The third pillar — individual private providence
measures to cover additional needs — is a voluntary pension scheme. Unlike normal
savings, it brings certain tax benefits.

The three pillar principle has been inscribed in the Federal Constitution since 1972
and aimsto cover the needs of the retired popul ation.
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3. Social insurance benefitsrelative to sickness, accidents and invalidity
3.1. Sicknessinsurance
See Point 1 of the Overview above.

3.2 Accident insurance
See Point 1 of the Overview above.

33 Invalidity insurance

See Point 1 of the Overview above. To better understand this topic, we shall take a
closer look at certain aspects of the invalidity insurance system.

3.3.1 Individual and collective benefits

Invalidity insurance offers two types of benefits:

- Individua benefits: rehabilitation measures and cash benefits (cf. Point 1 of the
Overview (see above);

- Collective benefits: grants to institutions and private organisations for the dis-
abled:
The 1V provides collective benefits relative to school, occupational, and occasion-
ally social integration. They are generally closely linked to individual 1V benefits.
Collective benefits include:

- Grantsto cover construction and operating costs of institutions and public work-
shops which offer mainly rehabilitation measures;
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- Grantsto public or private charitable workshops for the long-term employment of
the disabled;

- Grantsto residential homes and day-care centres for the permanent or temporary
care of the disabled;

- Grants to the umbrella organisations of private institutions and specialist staff
training centres.

As part of the NFA reforms (reorganisation of financial equalisation and redressing
the balance of power between the federal and cantonal authorities), the cantons will be
in charge of administering and financing most of these areas as of 2008. Conse-
guently, only private providers of care for the disabled will continue to receive fund-
ing from the Confederation.

3.3.2 Theterm “invalidity”

The 1V today provides benefits when invalidity or the direct threat of invalidity exists.
In accordance with the federal law on the general part of social insurance law (in force
since 1% January 2003), disability is defined as "a full or partial earning incapacity
that is likely to be permanent or persist in the longer-term”. This is understood to
mean "continuing full or partial loss of ability to take up employment in the relevant
job market due to impaired health in spite of reasonable treatment and rehabilitation”.
Earning incapacity also refers to the inability to carry out day-to-day activities (e.g.
housework, child rearing, and education).

There are three disability criteria: impairment to health (regardless of whether it is
congenital, illness-related or accident-related) leading to earning incapacity (medical
criterion), a permanent or longer-term earning incapacity (economic criterion), and a
causal link between them

The 5™ IV Revision makes several changesin this area:

- Introduction of early detection and early intervention measures — invalidity does
not have to exist.

- Rehabilitation measures. a “threat” (rather than “direct threat”) of invalidity, to be
eligiblefor 1V benefits.

- Extension of rights to claim job seeking assistance: there must be a proven inca-
pacity to work.

- A clearer definition of “invalidity” as used in the ATSG.

3.3.3 Administration of thelV system

Unlike the sickness and accident insurance systems, the IV does not have independent
insurance funds, which are the sole providers of insurance cover for a given group of
policyholders. The task of administering the IV system falls to the IV offices, the
FSIO and the AHV bodies (compensation offices and the Central Compensation Of-
fice). This means that it is highly complex in terms of its organisation. However, it
can be summarised as follows:

1V offices
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As a general rule, the 26 cantonal IV offices and IV offices for policyholders living
abroad decide on who is €eligible for benefits. The cantonal 1V offices are subject to
federal expert, administrative and financia supervision, which is carried out by the
FSIOu. The cantonal 1V offices are autonomous in terms of their internal organisation
and their personnel policy. The FSIO cannot issue any instructions with regard to
these two areas. Each canton hasits own IV office which operates independently from
the cantonal administration. This office has its own legal staff in the form of an inde-
pendent cantonal public law institution. The specia IV office for policyholders living
abroad is attached to the Central AHV Compensation Office, itself part of the general
federal administration.

Federal Social Insurance Office (FSO)

The FSIO decides on digibility for collective benefits (see Point 3.3.1 above). It con-
cludes tariff agreements with service providers (e.g. hospitals, appliance suppliers or
doctors). Also, with the collaboration of the compensation offices and the IV offices,
it may claim third party liability (called “regress’) and is legally entitled to lodge a
complaint with the Federal Insurance Court (EVG). The FSIO, with assistance from
the CCO, processes the statistical data concerning the administration of the IV insur-
ance system. In addition to these executive duties, the FSIO is also responsible for the
expert, administrative and financial supervision of the implementing bodies as well as
the drafting of the relevant legidation.

Compensation offices (CO) and Central Compensation Office (CCO)

The AHV institutions (compensation funds and central compensation offices) collect
insurance contributions and pay out all 1V insurance benefits, including pensions and
daily allowances. IV income and expenditure are balanced by the AHV compensation
fund.

3.34 Somestatisticson |V pensions and probability of invalidity

Development in the number of IV pensions

In 2003, the 26 cantonal 1V offices ruled on 43,992 pension applications. These com-
prise 19,419 full pensions, 9,657 half pensions and 2,592 quarter pensions. In 12,324
cases, the pension was refused. The IV offices al'so checked 44,799 existing pension
recipients. For 36,726 people, the pension remained unchanged. For 4,910 the pension
was increased, while 1,234 people had their pension reduced. 1,929 had their pension
withdrawn completely.

The following graph shows the number of 1V pension recipients in Switzerland at dif-
ferent pointsin time. For the 1999-2003 period, which could not be taken into account
in the Federal Message on the 4" IV Revision, there was a dramatic rise in the number
of 1V pension recipients:

11 Expert supervision involves issuing general or individual directives aswell as management checks on each 1V office. Ad-
ministrative and financial supervision is concerned with checking and authorising the job charts, budgets and annual ac-
counts of each IV office (cf. Art. 92 and 92°° IVV).
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1V-Rentenbestand nach Alter sklassen (in der Schweiz, gewichtet)
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The graph below clearly shows that the rise in pension recipients (total of 28,233 full
pensions in 2003) varies according to age group. The 35-54 age group shows an
above-average increase. This is particularly significant from a financial perspective,
as the younger people are when awarded an 1V pension, the longer they will be recipi-
ents.

Zunahme nach Altersklassen (in der Schweiz, gewichtet)
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Between 1990 and 2003, pension eligibility was decided on the following health
grounds:
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Anteil der Neurenten nach Invaliditatsursache (in der Schweiz, gewichtet)
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What is striking here is the dramatic increase in the number of people whose invalid-
ity is due to psychological problems. The largest share of new pension recipients falls
under the category that includes psychoses, neuroses and personality disorders. An
analysis of new pension recipients according to age group whose invaidity is illness-
related reveals that among new IV pension recipients from the 18-19 age group right
up to the 40-44 group invalidity is due more to psychological ailments than any other
illness:

Neuberentungen wegen Krankheiten nach Alter sklassen 2003 (gewichtet)
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The second most important cause is musculoskeletal disorders; in 2003, this was the
cause of invalidity for 23 percent of new pension recipients.

An analysis in 2004 of new (weighted) pension recipients according to gender shows
that fewer women received a pension than men (44% and 56% respectively), even
though women make up 51% of the working population.

New pension recipientsin 2004 (weighted) according to the most significant causes and gender

Cause Women Men

Accidents 30 % 70 %
Other illnesses 38% 62 %
Muscul oskeletal disorders 42 % 58 %
Circulatory system 21% 79 %
Nervous system 42% 58 %

Mental illness 50 % 50 %
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Tumours 46 % 54 %
Childbirth-related ailments 47 % 53 %
All 44 % 56 %

Probability of invalidity
The probability of invalidity is calculated by tracking the number of pension recipi-
ents over time and comparing this number to the insured population®?. This varies
widely according to age and gender. The following graph shows the probability of
invalidity per age group:

Invalidisierungswahr scheinlichkeit nach Alter (in der Schweiz, gewichtet)

0.0% 0.4% 0.8% 1.2% 1.6% 2.0%

|01990 = 1996 W 1999 W 2003]

If we consider probability across the board (men and women across all age groups),
we arrive at the following probability of invalidity and the total number of new pen-
sion recipients in Switzerland:

1996 1999 2003 2004
Invalidity probability (in per cent) 051 0.55 0.60 0.55
Number of new pension recipients 21 800 23300 27 100 25200

Given the devel opments observed in both 2004 and in the first quarter of 2005, an av-
erage invalidity rate of around 0.55 percent can be projected for 2005; thisis equiva-
lent to around 25,550 fully weighted new pension recipients. If projected for the year
2025 at arate of 0.55 per cent, there would be around 305,000 recipients of afull pen-
sion in Switzerland.

34 Occupational insurance

When invalidity results from an accident or illness as applied in invalidity insurance,
the pension fund will provide an invalidity pension as well as child invalidity pen-
sions. These continue to be paid out after reaching retirement age. To calculate the
invalidity pension, a projection is made of a person’s probable old age provision: pos-
sible old-age credits — excluding interest — are added to the old age provision saved up
to the moment when the insured event occurred.

12 “At-risk population”: 1990-2000: Men aged 18 - 64, women aged 18 - 61; as of 2001: Men aged 18 - 64, women aged 18 -
62.
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The BV G envisages the following benefits:
- Invalidity pension: a person must have an invalidity level of at least 40% to be €li-
gibles:
o 40% invalidity: quarter pension
o 50% invalidity: half pension
o 60% invalidity: three-quarter pension
o 70% invalidity: full pension
- Child pension
Depending on the conditions set out in the regul ations of the given pension fund,
claimants may ask for their pension capital to be paid out (single lump sum payment).

In this situation, it is important to prevent over-compensation. Therefore, the pension
fund may reduce survivors and invalidity benefits, insofar as they, together with
other allowable income, are in excess of 90 percent of the projected loss of earnings.
According to the BV G, invalidity and survivors benefits are only awarded insofar as
they, together with other income, do not exceed 90 percent of the projected loss of
earnings.

Development in the number of BV invalidity pension recipients

People who are covered by the invalidity insurance scheme do not necessarily have an
occupational benefit plan (second pillar). For example, anyone who has never been
gainfully employed is not covered by the second pillar. Nevertheless, the number of
second pillar invalidity pension recipients has also markedly increased. Between 1992
and 2002 the number of pension recipients rose by around 6.9 percent on average,
from 61,000 to 118,000. The total amount of invalidity pensions paid out rose from
CHF 800 million to CHF 2 billion. This is equivalent to an annual increase of ap-
proximately 9.3 percent. Lump sum settlements are not included in these figures,
since no data are collected on these.

Number of BV invalidity pension recipientsfor 1992—2002 period and growth rate

1992 1994 1996 1998 2000 2002 Average annual
growth rate

Number of inva- 60597 69761 80023 92246 102504 117592 6.8%
lidity pensions

Total invalidity 819 1022 1224 1546 1673 1986 9.3%
pensions
(in CHF mn)

Source: SFSO, Pension fund statistics 1992—2002.

35 Supplementary benefits

13 cf. Clausef of the 3 October 2003 transfer conditions of this change (1st BVG Revision: Invalidity pensions, which were
issued prior to the entry into force of thislegislative change, are subject to the present law (para. 1). For the two years fol-
lowing the entry into force of this legislative change, invalidity pensions will remain subject to the law, as set down in Arti-
cle 24 of the Constitution of 25th June 1982 (para. 2). If the level of invalidity islowered during the revision of acurrent
pension, this pension remains subject to the previous law (para. 3). Three-quarter invalidity pensions were only introduced
after the entry into force of the 4" |VG Revision of 21% March 2003 (para. 4). Renten, die nach dem Ablauf von zwei Jahren
nach Inkrafttreten dieser Gesetzesdnderung entstehen und die gestiitzt auf Absatz 4 noch als ganze Renten entstehen,
werden bei Inkrafttreten der 4. IV G-Revision in dem Mass in Dreiviertelsrenten umgewandelt, als sie auch in der Invaliden-
versicherung zu Dreiviertelsrenten werden (Abs- 5) Pensions which are issued later than two years after the entry into force
of thislegislative change and pensions considered as full pensions based on Para. 4 will become three-quarter pensions fol-
lowing the entry into force of the 4™ IVG Revision, (para. 5). 7222227722222 [ Translator’s note: there seems to be a prob-
lem with the German sentence].
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Where the federal old-age, survivors and invalidity insurance (i.e. the first pillar, see
Point 2 above) does not cover basic needs, the Confederation can provide the cantons
with subsidies to help fund supplementary benefits (cf. Art. 196 of the Federal Consti-
tution, Section 10, as well as Point 1 of the aforementioned Overview).

4. Tax benefits?
4.1 Federal Law on Direct Federal Taxes (DBG, SR 642.11)

The Confederation collects a direct tax in the form of income tax levied on al indi-
viduals. All recurring and one-off sources of income are subject to income tax. In
principle, any income from the 1V, occupational insurance and daily allowance insur-
ance is taxable. Pursuant to federal legislation there is no direct federal tax on income
received in the form of AHV/IV supplementary benefits (EL) or on subsidies from
public or private resources (i.e. socia welfare income).

Under certain conditions, sickness and accident costs as well as disability-related
costs can be deducted from an individual’ s taxable income. The Federa Law on Equal
Opportunities for the Disabled (cf. Art. 33 para. 1 h and h”S DBG) has introduced new
changes with regard to tax deductions.

The DBG also imposes atax on legal persons (i.e. companies). However, there are no
specific tax benefits of note here.

4.2 Federal Law on Military and Civilian Service Exemption Tax of 12 June
1959 (WPEG, SR 661)

The Federal Law on Military and Civil Service Exemption Tax of 12 June 1959
(WPEG, SR 661), obliges Swiss citizens, who do not or only partially fulfil their
compulsory military service (either in the army or in a civilian capacity), to pay com-
pensation. Under certain conditions, the disabled are exempt from this type of tax.

4.3. Cantonal tax laws

In addition to direct federal taxes, the cantons also collect their own taxes. In the con-
text of the present report, there is no information on individual cantonal regulations
that are particularly relevant.
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\ b)  Recent reformsand reformsunder construction

- Major changes during the last five years to any of the programmes described
above aswell as current reform plans.

- Explanation why these reforms had been implemented and what issues ongoing
reformis seeking to address.

- Brief assessment as to whether the objectives of the reform have been met.

1. Significant reformsin thelast fiveyears
1.1 Sickness and accident insurance

There are no significant revisions which are of particular relevance in this context.

1.2 Invalidity insurance

There are two important legal revisions:

121 4™V Revision
Overview of changesto laws and decrees

Change to the Federal Law on Invalidity Insurance (IVG, SR 831.20)

Federal Message of 21 February 2001 on the 4™ Revision of the Federal Law on Inva-
lidity Insurance (4™ Revision).

http://www.bk.admin.ch/ch/d/ff/2001/3205.pdf (Message, German)
http://www.bk.admin.ch/ch/d/ff/2001/3323.pdf (Draft law, German)
http://www.bk.admin.ch/ch/f/ff/2001/3045.pdf (M essage, French)
http://www.bk.admin.ch/ch/f/ff/2001/3167.pdf (Draft law, French)

Changes to the law passed by the National Council and the Council States on 21%
March 2003:

http://www.bk.admin.ch/ch/d/ff/2003/2745.pdf (German)
http://www.bk.admin.ch/ch/f/ff/2003/2429.pdf (French)

Change to the Decree on Invalidity Insurance Support (IVV, SR 831. 201)

http://www.bk.admin.ch/ch/d/as/2003/3859.pdf (German)
http://www.bk.admin.ch/ch/f/as/2003/3859.pdf (French)

The 4™ IV Revision (law and implementing decree) entered into force on 1 January
2004.

Changesin content

The 4™ 1V Revision had four main objectives: contribute to the financial consolidation
of the IV scheme, targeted benefits' adjustments, strengthening the supervisory role of
the Confederation, as well as improving and ssimplifying the 1V structure and system.
We shall only refer to these changes (in italics) and not explain them in full.
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Financial consolidation

Abolition of the pension supplement for spouses (however, those who received a
pension supplement at the time when the revision came into force will continue to
do s0);

Abolition of hardship pensions and creation of a right to claim supplementary
benefits (EL) for recipients of quarter pensions;

Greater cost control through the introduction of demand planning for institutions
working with the disabled;

Legal basis for the funding of research work.

Targeted adjustments to benefits

Introduction of a standard helplessness allowance to replace the existing miscella-
neous IV care and support benefits. Increasing the alowances at the disposal of
disabled people living at home and not in an ingtitution should encourage inde-
pendence and foster their self-determination. A special helplessness allowance
was created for people with a psychological ailment or with a slight mental dis-
ability to assist them with the practicalities of day-to-day life. A three-level inten-
sive care alowance was also created for minors who particularly require such
care.

Re-design of the IV daily alowance system: more modern, transparent and not
dependent on marital status. This was to replace the former outdated 1V daily al-
lowance system.

Extension of benefits for further occupational training. With clearly set conditions,
the IV now covers the invalidity-related supplementary costs of further occupa-
tional training regardless of the profession. This lays the groundwork for disabled
people to have the same career advancement opportunities as their non-disabled
peers.

Introduction of a three-quarter pension (not stated in the Message, but agreed on
by the National Council and Council of States). The existing three-level pension
model (40% degree of invalidity: quarter pension; 50% a half pension; a full pen-
sion as of 66% degree of invalidity) is supplemented by an additional pension
level (now: 40% degree of invalidity: quarter pension; 50% a half pension; 60% a
three quarter pension; 70% degree of invalidity a full pension). Parliament hoped
that this measure would provide greater incentives for the disabled to take up gain-
ful employment.

Upgrading job placement services through the 1V offices (not stated in the Mes-
sage, but agreed on by the National Council and the Council of States). Disabled
policyholders are now entitled to active job-seeking assistance and advice on how
to keep their existing job. Job placement in the sense of the law also includes pro-
viding employers with the necessary advice and information on the rehabilitation
of the given 1V recipient and legal issues relative to social insurance.

Srengthening the supervisory role of the Confederation

Introduction of a regional medical service to provide a more uniform and qualita-
tively better assessment of benefit applications throughout the country.
Annual audit of 1V offices’ accounts by the FSO.

Smplification of the structure and system
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- Tariff disputes between the IV and service providers are now settled by cantonal
arbitration courts.

- Greater cooperation between 1V offices, the implementing authorities of the un-
employment insurance system and cantonal executive bodies responsible for the
promotion of occupational rehabilitation. The aim is to guarantee the swift reinte-
gration of the unemployed in the job market minus unnecessary red tape.

Further measures

- Nationwide information. The Confederation now provides general information on
benefits and invalidity insurance procedures at national level.

- Scientific evaluations of insurance costs. The Confederation can now carry out or
commission third parties to carry out scientific evaluations on the execution of the
law.

122 5"V Revision
Overview of legidative changes

Change to the Federal Law on Invalidity Insurance (IVG, SR 831.20)

Message on the 5™ Revision of the Federal Law on Invalidity Insurance (5™ IV Revi-
sion) of 22 June 2005.

http://www.bk.admin.ch/ch/d/ff/2005/4459.pdf (Message, German)
http://www.bk.admin.ch/ch/d/ff/2005/4603.pdf (Draft law, German)
http://www.bk.admin.ch/ch/f/ff/2005/4215.pdf (Message, French)
http://www.bk.admin.ch/ch/f/ff/2005/4357.pdf (Draft law, French)

Parliamentary consultation process and additional timetable:
The Message on the 5" Revision has been under discussion by the Committee for So-
cial Security and Health of the National Council (CSSH-NC) since the beginning of
September 2005. The “ideal” timetable would be as follows:

December 2005 Discussion of document by National Council (lower house)

Jan-Feb. 2006 Discussion of document by the Commission for Social Security
and Health of the Council of States (CSSH-S)

March 2006 Discussion of the document by the Council of States, resolving
of differences and final vote in both houses

1.1.2007 Entry into force

Planned changes to content of 5 |V Revision

The 5™ IV Revision aims to cut IV expenditure through a 20 percent reduction (based
on 2003) in the number of new pension recipients, to remove negative incentives with
regard to rehabilitation and make a substantial contribution to improving the financial
health of the system through austerity measures, thereby lowering the annual 1V defi-
cits.

We shall now present the measures which will benefit the disabled or which has a di-
rect bearing on their lives. We shall refer to other legislative changes (in italics) but
shall not look at them in detail.

Curbing the rise in new IV pension recipients
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Early detection of incapacitated people with the aim of early rehabilitation:

Cf. above, A. a), Section. 2.1

Early intervention:

Cf. above, A. a), Section 2.2

Integration measures to prepare for occupational rehabilitation and extension of
occupational rehabilitation measures:

Cf. above, A. a), Section 2.3

Strengthening the obligation to cooperate:

Cf. above, A. a), Section 2.4

Restricting access to IV pensions by modifying the definition of invalidity and
pension entitlement:

Cf. above, A. a), Section 2.5

Onset of entitlement to IV benefits, increase in the statutory minimum period of
paying insurance contributions:

Cf. above, A. a), Section 2.6

Correcting negative incentives

Adjustmentsto IV daily allowance system:

Cf. above, A. a), Section 2.7.1

Prevention of loss of income as a result of increased employment:
Cf. above, A. a), Section 2.7.2

Austerity measures

Waiving the career supplement:

The career supplement allowed people, whose invalidity occurred at an early age
to compensate for the rise in income they would have achieved if there career tra-
jectory progressed as normal. Now these pensions are to be calculated according
to the salary which the applicant received prior to the onset of invalidity.

Medical measures to become part of occupational rehabilitation measures pro-
vided by the sickness insurance system:

The IV will provide medical measures which are not for the treatment of the ail-
ment per se but to assist recipients with their reintegration in the workforce. In
practice, this restriction has several problems and has given rise to extensive case
law. Given that the entire population has had to take out compulsory insurance
cover following the introduction of the KVG in 1996, medical measures will be
financed by the sickness insurance system. The one exception is medical measures
to treat congenital disabilities, which will continue to be covered by the IV.
Abolition of current supplementary pensions:

During the 4™ IV Revision, entitlement to a supplementary pension was with-
drawn on the grounds of insufficient justification for these benefits that were de-
pendent on the marital status of the applicant. All supplementary pensions cur-
rently being paid out will be stopped.

Harmonisation of practices

The Confederation will be given greater supervisory authority with the aim of en-
suring the uniform application of 1V legislation throughout the country. This must
go hand in hand with greater involvement of social partners in supervising the
implementation of IV legidlation.
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Increasein the rate of IV contributions from 1.4 to 1.5 percent

Reducing federal contributions from 37.5% to 36.5% (only applicable for the 2008-
2012 period).

At the same time as the 5" IV Revision, the Federal Council passed the Message of
22" June 2005, requesting that the increase in value added tax returns should be used
to provide additiona funding of the IV system. In the context of the present report,
this document is not of particular relevance.

1.3 Occupational benefit plans
1.3.1. 1st BVG Revision
Overview of changesin the law

Change to the Federal Law on Occupational Old-age, Survivors and Invalidity In-
surance (BVG, SR 831.20)

Message of 1% March 2000 on the Revision of the Federal Law on Occupationa Old-
age, Survivors and Invalidity Insurance (BVG; 1% BVG Revision)
http://www.admin.ch/ch/d/ff/2000/2637.pdf (Message, German)
http://www.admin.ch/ch/d/ff/2000/2713.pdf (Draft law, German)
http://www.admin.ch/ch/f/ff/2000/2495.pdf (Message, French)
http://www.admin.ch/ch/f/ff/2000/2571.pdf SDraft law, French)
The law was passed by the two houses on 3™ October 2003.
Thefirst revision of the BV G consists of three reform packages.
1% BVG Revision, 1% package (Entry into force 1 April 2004)

1% BVG Revision, 2™ package (Entry into force 1 January 2005)
1% BVG Revision, 3" package (Entry into force 1 January 2006)

Changesin the content of the 1¥ BVG Revision

Of particular interest are the following changes:

- Lowering the entry threshold to CHF 18,990 (currently CHF 25,320)
In future, all employees who are paid a salary of at least CHF 18,990 by their em-
ployer shall be legally obliged to subscribe to an occupational benefit plan.

- Lowering the coordination deduction to CHF 22,155 (currently CHF 25,320)
All people with compulsory insurance cover will see arise in the share of their in-
sured salary on which their contributions are based (coordinated salary). For those
in the high-income bracket, this measure compensates for the lowering of the con-
version rate (cf. below). For those in the lower-income bracket, it offers them
somewhat better pension provisions.

- Lowering the conversion rate
Since the BV G came into force, the conversion rate has stood at 7.2%. Since then,
the average life expectancy of pension recipients has risen, meaning that on aver-
age people will be pension recipients for longer than before. This is why the con-
version rate must be lowered.

- Disability benefits:
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Concerning BV G disability benefits, the same (partial) pension scale as seen in the
IV Revision isintroduced, i.e. quarter, half, three-quarter and full pensions. In ad-
dition, people, whose degree of invalidity stood at between 20% and 40% prior to
joining the workforce, may receive disability benefits from the occupational bene-
fit plan, if their condition later deteriorates while they are insured with a pension
fund.

A summary of the individual reform packages and their contents can be found at:
http://www.bsv.admin.ch/bv/aktuell/d/index.htm

A summary of the most important revisions can be found at:
http://www.bsv.admin.ch/bv/aktuell/d/wichtigste punkte revision.pdf

14 Supplementary benefits

In the last five years, no notable changes have been made.

c) Thereationship between various social protection programmes

- The unemployment - social assistance - disability cycle (what is known about
transitions between those schemes, what is at stake in terms of policy coherence,
what kind of evidence is available including e.g. the number of unemployed people
with health problems and the number of people with health problems on social as-
sistance).

- Disability and early retirement (array of early retirement schemes potentially
available for older workers with health problems)

- Work injury and general disability (interaction and possible overlap between the
two programmes, difference in approaches e.g. types and timing of intervention.

1. Data available on the unemployment, social welfare and disability cycle

There is little substantiated data on this issue. In its Message on the 5" IV Revision
(Section 1.1.3.3) the Federal Council states. “Given economic development in recent
years, it stands to reason that there is a possible link between unemployment and inva-
lidity. Comparisons with data from the 1990s show that in years with low economic
growth, 1V expenditure rose markedly. Evaluations however show that there is no in-
stitutionalised, routine transfer of the unemployed to 1V. Unemployment rose sharply
until 1994, while the share of people who received an IV pension within two years,
also remained stable at two percent. The link between the share of unemployed and
the share of 1V pension recipients weakened in subsequent years.”

As mentioned above (cf. A. b) Section 4), we have no specific data on unemployment
among the disabled.

Thereis aso little data on social welfare. Thisis primarily due to the fact that there is
no centralised administration of social welfare; it is a cantonal/municipal responsibil-
ity, not a federal one. To date, no nationwide figures are available. Swiss social wel-
fare statistics, collected and processed by the SFSO, provide information on the num-
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ber of social welfare recipients, the type of means-tested benefits that are paid out, the
length of time recipients receive this support and their family structure. These statis-
tics go some way to rectifying the situation, since there are no data available on this
subject for the country as a whole. The first complete results will be available at the
end of 2005. In early 2006, statistics for all 26 cantons will be published.

For additional information on social welfare statistics, please see the 2004/05 Annual
Report of the Swiss Federal Statistical Office (SFSO) on Swiss Social Welfare Statis-
tics:

http://www.bfs.admin.ch/bfs/portal/de/index/infothek/erhebungen _quellen/blank/bla
nk/ssh/03.ContentPar.0012.DownloadFile.tmp/Jahresbericht SHS 2004 _05_d.pdf

2. Improvement of interinstitutional cooperation - an explicit IV objective

In the present context, it is important that the implementing authorities of the unem-
ployment insurance, invalidity insurance and social welfare systems cooperate to-
gether so as to avoid people being pushed and pulled between the different social
safety nets. The aim of such cooperation should be the development of efficient and
effective occupational integration measures.

The 4™ IV Revision provided the legal basis for interinstiutional cooperation between
IV offices, the implementing authorities of the unemployment insurance system and
the cantonal implementing authorities, responsible for promoting occupational reha-
bilitation (Art. 68°°1VG). The aim isto make it easier for people, who have submitted
an 1V benefit application and whose capacity to work is under investigation, to have
access to appropriate IV occupational rehabilitation measures offered by the IV, the
ALV or the cantons.

These changes which have been in force since early 2004 have led to significant im-
provements. However, cooperation and coordination between the different actors in-
volved still fall short. In light of this situation, the 1V offices and the FSIO have at-
tempted to regulate cooperation between the various insurance funds (i.e. daily allow-
ance insurers, occupationa providence providers, accident insurers) on a contractual
basis (cf. also www.iiz-plus.ch).

In relation to the IV, interinstitutional cooperation is particularly important when it
comes to the early detection, early intervention and occupational rehabilitation of in-
capacitated policyholders. Existing synergies should be exploited between the invalid-
ity insurance and unemployment insurance systems when offering them assistance
with their prompt occupational rehabilitation. Early detection and early intervention
require close cooperation between the IV and insurers who are already in contact with
such pension recipients prior to the involvement of the IV. These insurers (daily al-
lowance and accident insurers, as well as pension institutions given the binding char-
acter of 1V regulations) have a particular interest in the early detection of incapacity.

The 5™ IV Revision extends existing conditions for interinstitutional cooperation to
include al social insurance providers and implementing authorities (in particular, ac-
cident and military insurance funds), private insurance institutions (i.e. most of the
daily allowance insurers), occupational benefit plan institutions, social welfare im-
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plementing authorities, as well as other private or public ingtitutions involved in the
occupational rehabilitation of those incapacitated to work.

3. Further data

Further information on the unemployment - social assistance - disability cycle can be
found in the NRP 45 research papers of the Swiss National Science Foundation (cf. A.
C) Section 2).

4. Disability and early retirement

There is little information on the reasons behind a person’s decision to take early re-
tirement, the various retirement pathways taken and the financial circumstances of
people immediately prior to reaching retirement age. Therefore, as part of the research
programme on the 12" AHV Revision on the longer-term future of old-age provision
(IDA ForAlt), arepresentative survey was carried out on the various retirement path-
ways. The results show that the legally prescribed retirement age is of particular rele-
vance to those in the lower income bracket.

24.6% of the 1,960 people surveyed, who had reached the statutory retirement age,
had taken early retirement. While 41% of men in the surveyed age group took early
retirement, only 11.6% of women did so. For men in particular, the following factors
increase the likelihood of early retirement: active leisure time at the time of the sur-
vey, a smaller household between the age of 60 and retirement age, poor state of
health at 60 or having IV pension recipient status at 60. Among women, economic
factors are the most likely reason behind their decision to take early retirement. The
higher their second pillar old age provision is, the greater the probability of women
opting for early retirement.

It should be noted that early retirement can be voluntary or enforced. 31% of people
who take early retirement stated that they did so involuntarily while 69% chose it vol-
untarily. Enforced and voluntary early retirement is primarily linked to health prob-
lems. Further influential factors behind the decision to retire for both men and women
were changes within the company or company closures. 18% of people who took vol-
untary retirement received an attractive redundancy package from their employer.

Further details on this survey can be found at:
http://www.interface-
politikstudien.ch/downloads/deutsch/Art CHSS Altersruecktr 03 d.pdf

5. Social insurance benefits in the event of an (occupational or non-
occupational) accident and occupational illness

We shall now turn our attention to compulsory accident insurance and invalidity in-
surance.

Coordination of rehabilitation and pension entitlement
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Compulsory accident insurance is a persona insurance, which insures against the
economic consequences of occupational accidents, non-occupational accidents and
occupational illnesses. Employees and the unemployed (insofar as they meet the rele-
vant entitlement criteria) are subject to this compulsory insurance. The self-employed
can sign up to this insurance scheme on avoluntary basis.

In the event of an accident or occupational illness, those concerned are immediately
put in contact with the compulsory accident insurance provider, which sees to the
medical treatment and prompt registration of the person concerned with the IV so as
to receive rehabilitation measures. The trestment of accident-related problems is fi-
nanced by the accident insurers. Where the person has a proven incapacity to work,
he/she receives a daily allowance as of the 3 day following the day of the accident
for each calendar day. If no improvement in their state of health is expected even with
continued medical treatment and all 1V rehabilitation measures are exhausted, the per-
son isentitled to aUV pension.

If occupational rehabilitation remains ruled out and the accident insurer continues to
guarantee medical measures, the person remains entitled to a pension.

According to Article 66, para 2 ATSG, pensions and compensation in accordance
with the conditions of the given individual legidation is first assured by the AHV or
IV, then by the military and accident insurance (UV) providers and finally by the oc-
cupationa old-age, survivors and invalidity insurance funds. Therefore, the IV pro-
vides a pension to an insured person who has been in an accident; this is supple-
mented by compulsory accident insurance up to the UV G-set threshold of 90% of the
insured earnings (cf. Art. 20 para. 2 UVG, Art. 31 ff. UVV). Furthermore, the occupa-
tional pension provides pension benefits up to the coordination threshold of 90 per-
cent of the projected loss of earnings (cf. Art. 24 BVV 2).

According to current 1V legidation, eligibility for an invalidity pension must be based

on the same level of incapacity as applied by the UV. As soon as the person becomes

eligible, the IV office issues a pension. In the case of purely accident-related invalid-

ity, the IV office entersinto prior agreement with the UV.

Cooperation and procedures between the 1V and SUVA (the largest Swiss accident

insurance fund) and other UV G insurers are governed by a number of agreements:

- Agreement between the IV and SUVA, in force since 1% May 2003;

- Agreement between the IV and UV G insurers according to Art. 68 para. 1 aUVG,
in force since 01.09.2001.

Their aim is to speed up comprehensive occupational rehabilitation, to coordinate the

evaluation of the degree of invalidity following a simple accident, as well as to in-

volve and inform policyholders.

Coordination in relation to hel plessness allowances

According to Article 66, para. 3 ATSG and insofar as it complies with the conditions
of the relevant legislation, a helplessness allowance is guaranteed exclusively by the
following and in this order: a. military or accident insurers; b. invalidity insurers or
old-age and survivors' insurers.
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Where helplessness is the result of an accident in the sense of Article 66, para. 3
ATSG, a helplessness allowance cannot be issued simultaneously by the IV and the
UVv.

\ d) Coallective agreements and occupational schemes (second pillar)

- Collectively agreed income support that tops-up public benefits (characteristics,
population coverage by major groups, levels of support).

- Second-pillar occupational sickness and disability benefits (characteristics, popu-
lation coverage by major groups, levels of support).

- Other relevant agreed or private arrangements influencing individual behaviour.

1. Therole of the occupational benefit plan as second pillar

Once again the three-pillar principle is central here. For further information see Sec-
tion B &) and Section 2).

BV pension recipients, BV policyholdersand number of BV insurers, 2002

Yea | No. Policy- Old- Widow/widowe | Or- Invalid- | Other | Total Capi-
r of holders age I pensions phan | ity pen- pen- tal
insur pen- and pen- sions | sion recipi-
ers sions child sions recipi- ents
pen- ents
sions
200 | 8,13 | 3,311,37 | 437,30 | 154,604 63,82 | 117,83 | 29,49 | 803,064 | 28,308
2 4 8 4 9 5 2

Other pensions: Other regulatory pensions, extra-regulatory pensions and pensions from charitable funds and pen-
sion funds that are being phased out.

Detailed data can be found in the Swiss Social Insurance Statistics, under BV 2.

Source: Swiss Social Insurance Statistics, Federal Social Insurance Office.

The above 2002 pension fund statistics can be found at:
http://www.bsv.admin.ch/bv/statistik/d/index.htm

2. The interaction of the first (1V) and second (BV) pillars in relation to
pension entitlement

To improve cooperation in relation to establishing invalidity and pension entitlements,
the occupational pension institutions and IV offices have jointly developed a manual.
This should ensure the optimal interaction of the 1% and 2™ pillars on issues of inva-
lidity pension eligibility. The aim is to cooperate in such a way that the clarification
work of the IV offices runs smoothly and can be carried out without undue delays.

The manual can be found at:
http://www.iiz-plus.ch/de/download/Manual D.pdf
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3. Legal obligation to continue to pay salaries and daily allowance insur-
ance

In the event of illness or accident, employees, depending on the number of years in
service and their own insurance cover or that of their employer (daily alowance bene-
fits), are entitled to the continued payment of at least 80% of their original salary from
three weeks and up to two years after the insured event.

Continued salary payment

Article 324a of the Swiss Law of Obligations (OR) governs the right to have one's
sdary paid in the event of illness- or accident-related invalidity. The employer is
therefore obliged to pay the employee’s salary for alimited period, insofar as the em-
ployment contract ran or was in force for more than three months. If longer periods
are not set down in agreements, norma employment contracts or collective working
agreements, the employer has to provide the employee’ s salary in the first year of ser-
vice for three weeks and afterwards for an appropriate longer period, depending on
the duration of the employment contract and other special conditions. The decision on
the length of time that the salary will continue to be paid was set down by judges, ac-
cording to three different scales (Berne, Basle and Zurich scales). These regulate the
continued payment of a salary based on the duration of the employment contract.
Once the employer’ s obligation to continue to pay the salary lapses, the employee will
cease to receive any supplementary income. It is therefore vital that the employer and
employee jointly find a solution. The collective daily allowance insurance system of -
fers such a solution.

Daily allowance instead of a salary

Daily allowance insurance is not compulsory. Collective work agreements can stipu-
late the conclusion of daily allowance insurance in the event of illness. In addition,
agreements on illness-related benefits are possible in individual employment con-
tracts.

For employees, collective daily alowance insurance means that they will continue to
receive benefits long after the legal obligation of the employer to pay their salary has
lapsed.

Premiums levied by individua insurers are higher than those of collective insurers,
since the risk is not spread. The employer (as a policyholder) can agree collective
daily allowance insurance cover for the entire workforce, thus alowing all (employer
and employee alike) to benefit from lower premiums.

In accordance with the Law on Insurance Contracts (VVG), insurers (health insurance
funds) that are subject to the sickness insurance law (KVG) may conclude daily al-
lowance insurance contracts.

Daily allowance benefits are only paid out insofar as there is no over-insurance.

4.  Social insurance and collective work agreements
As part of collective work agreements (GAV), employers and employees can agree

conditions which go beyond those set down by the individual social insurance provid-
ers.
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5. L egal protection against dismissal

If aperson is incapacitated to work, the Swiss Law of Obligations provides legal pro-
tection against dismissal for a certain period of time. If someone who has been em-
ployed for less than a year but has completed the probationary period falsill through
no fault of his’/her own or as the result of an accident cannot be sacked during the first
30 days from the onset of the illness. Between the second and fifth man-year this
blocking period covers the first 90 days; from the fifth year this rises to 180 days (cf.
Art. 336¢c OR). These periods do not overlap with the duration of the salary payment
set down in the legislation or in the employment contract, which is often shorter.
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\ C. Employment support programmes

\ a)  Programme characteristics

- Overview of activation and employment measures for sick/disabled people, cap-
turing the following areas. medical and non-medical rehabilitation; employment
programmes (subsidies, on-the-job support, part-time work, etc.); sheltered em-
ployment

- Please capture the following items in describing employment support measures:
conditions of eligibility, entitlements and coverage; type and duration of support;
medical and vocational assessment and delivery procedures; funding structures;
etc.

1. Effectiverehabilitation measuresfor the disabled

Invalidity insurance

First and foremost, invalidity insurance (1V) is concerned with the occupational reha
bilitation of disabled people. However, to be eligible for IV benefits, invalidity must
exist. It should be noted that these rehabilitation measures take the form of individua
IV insurance benefits given to the policyholder. IV institutions which implement 1V
rehabilitation measures and workshops involved in the long-term employment of the
disabled are also given support with collective benefits in the form of subsidies.

We refer to Part B. b) Section 1.2.1 (invalidity insurance system) as well as Part B. @)
3.3 (including changes introduced by the 4™ IV Revision).

Accident insurance

With regard to rehabilitation, the first priority of compulsory accident insurers (UV) is
medical rehabilitation. Occupational rehabilitation falls to the IV not the UV. To en-
sure optimal cooperation between the UV and the 1V, accident insurers conclude prior
agreements.

| b)  Recent reformsand reformsunder construction

- Major changes during the last five years to any of the programmes described
above aswell as current reform plans.

- Explanation why these reforms had been implemented and what issues ongoing
reformis seeking to address.

- Brief assessment as to whether the objectives of the reform have been met.

We refer here to the reforms contained in the 4" and 5™ IV Revisions,

The 4™ IV Revision entered into force on 1% January 2004. At the moment, it is im-
possible to say whether the measures that the revision introduced have had the in-
tended results.



43

D. Theposition of people with disabilitiesin employment/society

- Anti-discrimination legislation and employment quotas for disabled people (if ei-
ther of the two exists) and their impact and effectiveness. Recent changesin legis-
lation.

- Employer obligations in relation to job retention, work accommodation sickness
prevention, vocational rehabilitation and training, provision of part-time work,
etc. What is known about the actual application of any of these obligations?

- What is the role of NGOs in determining the direction of policy and in delivering
services for disabled people?

1. Law on Equal Opportunitiesfor Disabled People (BehiG)

On 1% January 2004, the Federal Law on Equal Opportunities for Disabled People,
BehiG, SR 151.3; BBI 2002 8223) entered into force. It affords the 700,000 people
living with disability in Switzerland easier access to public transport and public build-
ings. Other parts of Swiss legislation (communications, federal statistics, road traffic,
tax relief measures) have also been adapted to take better account of the needs of the
disabled.

The BehiG goes some way to meeting the obligations set out in Article 8, para. 4 of
the Swiss Constitution, namely the provision of legal measures to prevent discrimina-
tion against the disabled. It aims to prevent, minimise or combat discrimination
against people with disabilities. It also establishes the general conditions which make
it easier for the disabled to take an active role in society, to develop their own social
network, to undertake training and to exercise an occupation.

The BehiG makes a distinction between disability and invalidity. According to the
BehiG, disahility refersto “a person, whose persistent physical, mental or psychologi-
cal impairment makes it difficult or impossible to carry out routine tasks, maintain
social contact, to move, to undertake training or to exercise an occupation”. It defines
discrimination as de jure or de facto differences in the treatment of the disabled com-
pared to the treatment of the non-disabled, unjustified and unfair treatment, or non-
accommodation of their special needs.

Since 1% January 2004, the newly created Federal Agency for the Equality of People
with Disabilities oversees the execution of the BehiG. It is an administrative unit of
the General Secretariat of the Federal Department for Home Affairs (EDI).

2. Employer’sobligations?

The Swiss Law of Obligations obliges employers to continue salary payments and
provides legal protection against unfair dismissal (cf. B. d) Sections 3 and 5). Thereis
no actual obligation on employers with regard to the integration of the disabled in the
workplace. Of course, employers are free to take a voluntary and active role in the oc-
cupational rehabilitation of the disabled.
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3. Role of organisationsfor the disabled

Benefits received by organisations for the disabled

These take the form of collective benefits which are subsidised by 1V contributions
(cf. B. &) Section 3.3.1).

Contribution to the legislative process

Organisations for the disabled have participated in the legidative process in a variety

of ways. In particular:

- Representatives from these organisations sit on the federal AHV/IV Commission,
which advises the Federal Council on AHV- and IV-related legidlative projects.

- Organisations for the disabled are directly involved in national consultation proc-
esses, which are enforced by legidative projects, and are free to comment on
planned changes to the given legidation.

- Organisations for the disabled also lobby politicians, often managing to convince
them of their viewpoint.

Contacts:

Statistical data Frangois Donini Tel. 031 322 92 21
Research reports etc. Ludwig Géartner Tel. 031 322 90 76
Legidation, legal issues DanielaFoffa  Tel. 031 322 90 13
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