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Summary 
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Main findings 

Macro-economic policy faces tensions 

Switzerland’s economy has performed well in recent years. At the same time, it has 
faced an extremely strong currency, in large part resulting from safe-haven capital inflows. 
This has precipitated two years of mild deflation and posed a threat to activity in the Swiss 
economy. Accordingly, policy interest rates have been reduced essentially to zero. The 
“minimum exchange rate” (a cap on the value of the Swiss franc against the euro), adopted 
two years ago, has resulted in a very large expansion of the central bank’s balance sheet. 
House prices have been increasing strongly, especially in a number of hotspots, driven by 
low interest rates as well as supply constraints and robust demand, especially from recent 
immigrants. Despite macro-prudential tightening measures, the housing market has shown 
few signs of cooling. The minimum exchange rate remains in place as inflation is still zero, 
there are still risks of renewed safe-haven flows, and there is still some slack in the 
economy. The fiscal balance remains sound both at the federal level and in most cantons, 
thanks to healthy economic growth and the debt-brake rule, which has restrained 
expenditure growth through the cycle. 

Meeting environmental targets and simultaneously maintaining energy security poses 
challenges 

Switzerland is likely to achieve its Kyoto 2008-12 targets in large part by relying on 
international offsets. Meeting the 2020 target of a 20% reduction in domestic emissions from 
1990 levels will be more challenging. The government’s Energy Strategy 2050 sets out the 
path from nuclear energy, which is to be phased out, to renewable sources. Until 2020, the 
Strategy relies on support for commercially immature technologies to achieve future supply 
targets, in combination with ambitious efficiency improvements. Thereafter, this system is 
to be gradually replaced by energy taxes. Therefore, replacement of the no-longer available 
nuclear electricity will predominantly be by renewable energies and through the more 
efficient use of electricity. Remaining demand could be covered by natural gas-fired power 
plants or electricity imports. 

Long-term growth and productivity gains have been weak 

Over the past several decades GDP growth has been driven by immigration and since the 
turn of the century by highly skilled labour from the European Union. Productivity 
outcomes vis-à-vis other OECD countries have slipped steadily and are now significantly 
below the best performers. As the population ages and immigration slows, the focus of 
economic policy will need to shift even more to promoting productivity growth, exploiting 
underutilised labour resources, in particular  women (see below), and further improving the 
integration of first- and second-generation immigrants, including by lifting their 
educational performance. While R&D and innovation are strong in the established sectors, 
entrepreneurship and small business formation are relatively weak, due in part to 
administrative barriers. The relative productivity of the agricultural sector is among the 
lowest in the OECD, and the sector relies heavily on direct government payments, which are 
still not sufficiently linked to environmental and productivity-boosting outcomes. 

Women’s potential in the economy has been poorly tapped 

Swiss women represent 45% of the labour force and about half of tertiary graduates. If 
better utilised, their human capital could provide a new source of GDP growth. However, a 
number of obstacles prevent better use of the potential female workforce. One is the paucity 
and very high cost of childcare and out-of-school-hours care. With high implicit marginal 
income tax rates and work disincentives in social benefits for second earners, the high 
female participation rate is coupled with one of the OECD’s highest incidences of female 
part-time work. Another barrier women face is cultural hurdles in the workplace. The result 
is that women are still significantly underrepresented as managers, directors and 
entrepreneurs. 
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Key recommendations 

Reconciling macro-economic policy tensions will involve trade-offs 

• When inflation pressures reappear on the horizon and the risks in the world 
economy are more balanced, the SNB should return to a free float and raise the 
policy rate. 

• Take further macro–prudential measures, such as increasing the counter-cyclical 
buffer, should imbalances in the mortgage and housing markets increase. 

• Within the constraints of the debt brake rule, a re-evaluation of spending 
priorities may be warranted; in particular, a shift towards productivity enhancing 
public expenditures would be appropriate in the medium term. 

Reaching environmental targets poses challenges 

• Put greater emphasis on market mechanisms in the transition from nuclear to 
renewable energy. 

• Implement a CO2 levy on transport fuels so as to better exploit the low costs of 
meeting emissions-reductions targets in the transport sector relative to other 
sectors. 

• Further promote private- and public-sector energy-related research, and continue 
engagement with foreign researchers to facilitate realisation of the Energy 
Strategy 2050. 

Boosting long-term growth and productivity will be challenging 

• Accelerate the pace of agricultural sector reform, including moving entirely to 
direct payments to farmers, and by further integrating the entire food value 
chain in international trade. 

• Address issues with academically weaker students within the integrated school 
system as part of a comprehensive integration policy. Focus teacher-training 
programmes more on developing practical remedial teaching skills. 

• Examine the roots of, and propose remedies for the poor productivity 
performance, including by creating a productivity commission. 

Expanding women’s role in the economy 

• Increase women’s labour-market options by increasing public spending on 
childcare and out-of-school-hours care and by setting applicable regulations to 
enhance the range of available price-quality choices. 

• Remove the so-called marriage tax penalty at the federal level by introducing 
individual, as opposed to family, taxation or some equivalent measure. 

• Implement a corporate governance code establishing gender goals to increase 
women in senior management. 

• Increase the proportion of women on company boards by setting ambitious 
targets combined with the “Comply or Explain” practice or by setting quotas. 
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Assessment and recommendations 

The economy is doing well, thanks to solid domestic demand and 
accommodative monetary policy 

Switzerland is one of the rare western European countries that has managed to grow 
over the past few years, thanks primarily to solid domestic demand (Figure 1, Panel A). 
Household consumption growth has been supported by strong immigration, sustained 
consumer confidence and rising real wages (Panels B and C). Dynamic demography and 
historically low interest rates are boosting housing construction. Yet the unemployment 
rate has been edging up since mid-2011 (Panel D). Strong population growth, averaging 
around 1% per annum in recent years, has meant that in per capita terms, growth has been 
less impressive. 

Exports have been relatively sluggish by historical standards, although Swiss firms have 
managed to make modest gains in market share in recent quarters. Robust growth in 
emerging markets has propelled a sustained increase in demand for Swiss luxury goods but 
has been insufficient to offset weakness in Europe, which absorbs more than 50% of 
exports. Nevertheless, the current account surplus remains large, at 11% of GDP in 2012, 
driven primarily by financial services exports and investment income. Switzerland has the 
OECD’s highest net outward FDI stock, the returns to which have contributed to many years 
of large current account surpluses (Jarrett and Letrémy, 2008), matched only by some oil 
exporters (Figure 1, Panels E and F). 

Year-on-year consumer price (CPI) inflation has been negative since the second quarter 
of 2011 (Figure 1, Panel C) due to a decline in imported and domestic goods prices, in large 
part reflecting the lagged effects of the past currency appreciation (Figure 1, Panels G 
and H). According to Stulz (2007), a 1% appreciation lowers consumer prices by 0.09% after 
three months and by 0.18% after one year. As the effects of the appreciation wear off, 
inflation is expected to turn positive again. However, although surveys show that 
households do not expect deflation to persist, an extended period of deflation cannot be 
excluded, especially in the event of prolonged world commodity price weakness. 

In September 2011 the Swiss National Bank (SNB) introduced a “minimum exchange 
rate” of 1.20 francs to the euro to fend off additional appreciation, which resulted in 
deflation, posing an acute threat to the Swiss economy. The IMF in its latest Article IV 
assessment estimates that this level of the exchange rate implies an overvaluation of 
between 5 and 10% (IMF, 2013). As a result of its defence, the SNB’s balance sheet has 
quadrupled in relation to GDP, reflecting massive reserve accumulation (Figure 2, Panels A 
and B), which increased risk exposure in multiple dimensions (Archer and 
Moser-Boehm, 2013). 

Monetary policy has been supportive since the beginning of the crisis, with near-zero 
policy rates since 2009 (Figure 2, Panel C). The minimum exchange rate has helped to 
contain deflationary shocks that cannot be addressed by further lowering the interest rate. 
Nevertheless, credit growth has been outpacing GDP expansion (Panel D). This monetary 
policy stance is still appropriate in the near term, given the absence of inflationary 
pressures and a small negative output gap. However, the output gap is estimated to close in 
2015, and zero interest rates may be contributing to a build-up of pressures in the housing 
sector (see below). When inflation pressures reappear on the horizon and the risks in the 
world economy are more balanced, the SNB should return to a free float and raise the policy 
rate. 
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Figure 1. Macroeconomic indicators 
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1. Excludes goods with upward and downward fluctuations exceeding the CPI percentage change by more than 

15%. 
2. Deflated by CPI. 
3. Average of the decade ending in 2013. OECD is simple average of member countries. 
4. Export weighted, based on 40 partner countries. 

Source: OECD, Economic Outlook 93 database and updates; SECO; SNB. 
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Figure 2. Monetary policy has been accommodative  
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1. Deflated by CPI. 

Source: Swiss National Bank, Monthly Statistical Bulletin September 2013; OECD Economic Outlook 93 database and 
updates. 

Fiscal policy is broadly neutral. A small general government surplus and economic 
growth should be sufficient to push gross government debt down further from its level of 
44% of GDP in 2012. Public infrastructure (which will come increasingly under strain in the 
medium term due to sustained population growth and the transition to renewable energy 
sources), education and R&D might all be areas warranting public investment increases. 
Moreover, the budget will have to adjust to several structural pressures, including rising 
aging-related medical, disability and pension spending, and the broad array of existing and 
future subsidies including those foreshadowed in the government’s climate change and 
nuclear phase-out strategy (see below). These measures would need to be consistent with 
the debt brake rule and may therefore require a revision of spending priorities. 

Several of these areas have been on the political agenda for a number of years but with 
mixed progress. For example, several disability pension reforms successfully passed over 
the past decade. However, the last reform – aiming at a further improvement on the cost 
side – failed. More problematic was the reform of the first pillar of the pension system, 
which since 2000 has failed twice, once in a referendum and the second time in Parliament. 
In the matter of old-age pensions, the pension-eligibility age should rise in line with 
increasing life expectancy; the government will need to start by doing a better job of 
communicating this challenge to the public. Moreover, the average effective exit age from 
the labour market should be brought closer to the pension-eligibility age. Potential funding 
shortfalls in the second-pillar pension system could constitute a risk as well, especially if 
interest rates remain so low. In the health-care sector a Diagnostic Related Group (DRG) 
system was introduced for acute-stay hospitals at the beginning of 2012. A broader package 
of reforms aimed at improving efficiency in this sector has been held up. Finally, 
Switzerland is under pressure to revise its corporate tax system (including at the canton 
level) in order to limit any ring-fencing effect (privileged taxation of foreign-sourced profits 
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compared to domestic sourced profits); the potential impact on public finances is yet to be 
determined.  

Despite low income tax progressivity and modest cash transfers to households 
compared to other OECD countries, Switzerland enjoys a relatively equal distribution of 
disposable income, ranking around tenth most equal across the OECD. This results from a 
relatively flat wage distribution and very high rates of employment. However, while data 
are not available for income, the intergenerational persistence of educational outcomes is 
high (Causa and Johansson, 2010). More generally, while educational attainment is high, 
drop-out rates are low and PISA scores are above average, the variance in educational 
outcomes is high and mainly related to general disadvantage. This is particularly evident 
among the large foreign-born student population. The early tracking of students into 
academic competency streams may exacerbate this persistence (see below). 

The short-term outlook is positive, but significant risks exist 

In recent quarters, growth has picked up on the back of rising consumer spending. Yet 
weak investment, especially in stockbuilding, and exports due to weakness in global market 
conditions, have delayed further acceleration. The short-term outlook points to slowly 
rising growth (Table 1). The cyclical and structural deficiencies of the euro area will 
continue to act as a drag, but a strengthening recovery in the United States and Japan, and 
solid consumer spending should underpin aggregate demand. However, growth may not be 
sufficient to reduce unemployment. 

Risks to the Swiss outlook are both domestic and external. On the positive side, if euro 
concerns recede further, Switzerland would be well placed to profit from improved 
confidence and stronger foreign demand, and exchange rate tensions would diminish. On 
the downside, a persistently high franc may slow the expansion and, with policy rates 
already at zero, the price impact of any future appreciation may be stronger and more 
persistent than heretofore. Low interest rates may keep fuelling house price appreciation to 
unsustainable levels, with potential implications for household balance sheets, financial 
stability and the construction sector (see below). Unwinding the combination of very low 
interest rates, the exchange rate floor and a central bank balance sheet that is now over 80% 
of GDP, may prove difficult, especially given limited experience with such a combination. 
Also, the changing structure of the current account presents risks, with the importance of 
the financial sector likely to continue to decline – especially if certain EU initiatives are 
implemented – and with the growing prominence of merchanting and luxury-good exports 
adding volatility and uncertainty. 

Merchanting, which mostly involves the purchase and resale of commodities such as 
oil, gas and metals that do not enter the country, has emerged as the largest single export 
category (Figure 3). The vast majority of transactions are conducted offshore and in foreign 
currencies, so there is negligible impact on the value of the franc, and little domestic 
employment is involved (approximately 10 000 jobs). The volatility of merchanting revenues 
is considerable, and if merchanting’s GDP share continues to grow, this volatility may soon 
have macroeconomic implications. 

While the authorities continue to do a good job in adopting best-practice financial 
regulation and have recently supported measures to address international concerns 
regarding bank secrecy (including from the United States; see below), the sector faces major 
challenges. The global discussion with regard to international tax policy and enforcement 
might have an impact on Switzerland’s attractiveness as a location for private banking and 
wealth management in the coming years, (Figure 2.2 in PwC, 2013). The Swiss authorities 
have expressed concern that mooted financial market regulatory reforms of the European 
Union (MiFID II), in particular the scope of the branch requirement, could significantly 
inhibit the cross-border services by Swiss financial institutions. 
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Table 1. Macroeconomic indicators and projections 

 2010 2011 2012 2013 2014 2015 

 
Current 
prices  

CHF billion 

Percentage changes, volume  
(2005 prices) 

GDP 572.7 1.8 1.0 1.9 2.2 2.7 
Private consumption 331.8 1.1 2.4 2.6 2.4 2.7
Government consumption 62.9 1.2 3.2 1.7 1.0 1.1
Gross fixed capital formation 115.0 4.5 -0.4 0.9 2.6 2.8
of which: Business 83.2 5.6 2.1 2.2 2.8 3.3

Housing 18.5 2.2 1.8 1.9 2.0 2.3
Government 13.3 0.4 1.3 0.6 0.4 0.5

Final domestic demand 509.8 1.8 1.8 2.1 2.3 2.5
Stockbuilding1 1.1 -0.1 -0.6 -0.7 0.0 0.0

Total domestic demand 510.9 1.7 1.2 1.3 2.3 2.5
Exports of goods and services 296.3 3.8 2.5 2.3 3.5 5.0
Imports of goods and services 234.6 4.2 3.1 1.1 4.1 5.1

Net exports1 61.8 0.2 0.0 0.8 0.1 0.5

Other indicators (% change, unless otherwise specified): 
Potential GDP - 1.9 1.9 1.9 2.0 2.0
Output gap2 - -0.2 -1.0 -1.0 -0.8 -0.2
Employment - 2.3 1.0 0.8 0.9 1.2
Unemployment rate3 - 3.9 4.1 4.4 4.4 4.1
GDP deflator - 0.4 0.1 0.0 0.6 0.8
Consumer price index - 0.2 -0.7 -0.4 0.2 0.6
Core consumer prices - -0.1 -1.0 -0.3 0.2 0.4
Household saving ratio, net4 - 12.8 13.6 13.4 12.9 13.1
Trade balance5 - 10.4 10.4 10.8 10.8 10.9
Current account balance5 - 8.9 11.1 12.8 12.4 12.6
General government financial balance5 - 0.7 -0.2 0.1 0.0 0.0
Underlying government primary balance2 - 1.0 0.4 0.7 0.5 0.2
General government gross debt5 - 42.3 42.4 42.3 42.1 41.9
General government net debt5 - 6.0 6.2 6.0 5.9 5.7
Three-month money market rate, average - 0.1 0.1 0.0 0.1 0.6
Ten-year government bond yield, average - 1.5 0.6 0.8 1.1 1.4

1. Contributions to changes in real GDP, actual amount in the first column. 
2. As a percentage of potential GDP. 
3. As a percentage of the labour force. 
4. As a percentage of household disposable income. 
5. As a percentage of GDP. 

Source: OECD Economic Outlook 94 Database. 

A number of popular initiatives, if adopted, could also have a serious impact on 
Switzerland’s economic prospects. The proposal to adopt a monthly minimum wage of 
4 000 francs, which at around two-thirds of the average wage, would be the highest in the 
OECD, would significantly erode Switzerland’s international competitiveness. Another 
would limit firms’ top salaries to 12 times those at the bottom, threatening their ability to 
attract senior management. Finally, the initiatives to limit immigration would require a 
renegotiation of the free movement of persons agreement with the EU, which could 
threaten the accompanying raft of economic treaties, seriously harming the Swiss economy. 



 

 

© OECD 2013  10 

Figure 3. Merchanting exports have grown strongly 
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Source: Swiss National Bank. 

Switzerland is pursuing reforms of its financial sector 

The financial sector has long had an important role, accounting for 10.5% of GDP in 
2012, and bank assets are five times GDP. The banking sector is also highly concentrated, 
with approximately half of all assets (according to SNB data) held by the two biggest banks, 
UBS and Credit Suisse (CS). The 2012 Survey included a special chapter on the financial 
system and made a number of recommendations to reduce the risks that the sector poses 
to the broader economy. A number have been implemented, including measures related to 
the “Too Big To Fail” (TBTF) framework and macro-prudential instruments. 

On 1 January 2011 the regulatory changes recommended by the Basel Committee on 
Banking Supervision were adopted, one year ahead of schedule, and follow-up Basel III 
risk-weighting and capital requirements were implemented on 1 January 2013. In its 
assessment of June 2013, the Basel Committee on Banking Supervision found that 
Switzerland is compliant with Basel III capital standards, having acted to rectify 20 areas of 
divergence during the assessment process, even if simplified rules that can lead to 
noncompliant capital requirements for a few smaller banks will be phased out only in 2018. 
The TBTF legislation entered into force on 1 March 2012. UBS and CS were subsequently 
designated as systemically important financial institutions, implying that both must now 
hold additional capital (totalling 19% of risk-weighted assets) and liquidity, and must ensure 
that systematically important functions can be continued in the case of imminent failure. 
Also under the Basel III framework, the government is currently in the process of 
formulating rules for bank liquidity. This is currently at the working-group stage, with the 
new rules expected to be in place by 2018. Since July 2012, a number of macro-prudential 
measures were taken, including activating the counter-cyclical buffer (CCB) in 
February 2013, to limit housing lending (see below) and strengthening resilience (the 
primary goal of the CCB). 

Most cantonal banks enjoy either explicit (21 of 24) or implicit unlimited guarantees 
from cantonal governments. A similar arrangement exists between PostFinance and the 
Federal government but will be abolished in 2017. This arrangement implies contingent 
fiscal liabilities and grants an unfair competitive advantage by lowering perceived risk and 
funding costs. These guarantees should either be eliminated, or, second best, made explicit, 
with banks required to pay a reasonable fee for the guarantee. The fee arrangement is 
already in place in a number of cantons, and it should be applied universally. 

Switzerland has moved a long way in ensuring greater transparency and cooperation on 
international tax matters. The government has made it clear that Switzerland no longer 
wishes to attract undeclared assets to its financial system. It is improving international 
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co-operation in combating tax evasion, notably by revising its tax treaties with partner 
countries to incorporate fully the international standard on the exchange of information on 
request between tax administrations. Notably, Switzerland signed the Convention on 
Mutual Administrative Assistance in Tax Matters in October 2013. 

Nonetheless, the peer review of Switzerland conducted by the OECD Global Forum on 
Transparency and Exchange of Information for Tax Purposes in 2011 identified a number of 
deficiencies in its exchange-of-information framework. The review recommended in 
particular, that Switzerland introduce measures to identify the owners of bearer shares and 
bring its tax treaty network into line with international standards to ensure it can exchange 
information effectively. The review concluded that a Phase 2 review of Switzerland to 
assess its exchange of information practices would be held, provided Switzerland brings a 
significant number of its exchange of information agreements into line with the standard. 
Since then, apart from revising a number of its treaties, the government has prepared a Bill 
on the identification of owners of bearer shares, to be introduced before the end of 2013. 
The Tax Administrative Assistance Law, which entered into force in February 2013, began to 
address the recommendations made by the Global Forum. A further revision of this law to 
allow exceptions to certain notification requirements will be proposed to the Federal 
Council before the end of 2013. However, it still has some way to go to fully implement this 
work. In addition, Switzerland will have to face the challenge of moving towards automatic 
exchange of information, which is becoming the new global standard already endorsed by 
the G20. Switzerland is contributing actively, within the scope of the OECD, to the 
development of a single standard for the automatic exchange of information to ensure tax 
compliance, which should be global and comprehensive. 

The housing market may be overheating 

Policymakers, including the SNB, have in recent years expressed growing concern about 
the risks in the residential real estate market and follow-on threats to banking-sector 
stability. Since the late 1990s, average real estate prices across Switzerland have increased 
by around 50%, but in some regions by much more. Average owner-occupied apartment 
prices have increased by 70% since 2000, close to 4% per annum and up to 6% in the Lake 
Geneva area (Figure 4). Average single-family house prices have increased by over 50% over 
the same period. 

Figure 4. Real estate prices by region  
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Source: SNB (Indices of Wüest & Partner AG). 

It is of course difficult to determine if these price increases are sustainable, and, as 
usual, the indicators are mixed. Nevertheless, policy responses to a large extent depend on 
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such a judgement. A number of factors suggest that part of the price appreciation has been 
driven by fundamentals: 

• Population increases (in large part reflecting an average recent immigration rate 
of some 1% of the population) that have outpaced new housing construction 
since 2007. 

• Demand from foreign and expatriate investors, drawn by Switzerland’s 
safe-haven status. 

• Strict zoning laws and rigorous construction standards that restrict supply 
(Bourassa and Hoesli, 2010), resulting in housing investment that is still relatively 
low as a share of GDP (3.2% in 2012, one point below the OECD average) and 
shortages in the rental market (vacancy rates are reported to be as low as 0.1% in 
Zurich and 0.3% in Geneva). A revised federal law on territorial planning will take 
effect in 2014; it will require cantons to adapt their cantonal directive plans to 
adjust building zones to the need of the next 15 years; on the one hand 
communes will have to make available additional land for residential 
construction where demand warrants and on the other hand they will have to 
downsize existing building zones where demand is lacking. 

• Lock-in effects from capital-gains taxation (Aregger et al., 2013). 

Yet, other factors point to price increases beyond what the fundamentals might suggest: 

• Historically low mortgage interest rates for an extended period (Figure 5), a 
feature that has been associated with bubbles (Hott and Jokipii, 2012). 

• Mortgage lending growth that has exceeded increases in household disposable 
income (Figure 6). 

• Low rental yields as low as 3% in some cities (Wüest & Partner, 2013), implying 
house-price overvaluation, although they may also be attributable to rent 
controls. 

• Historically low returns on financial assets might be driving a “search for yield”, 
which could be contributing to strong house price rises. Private home ownership, 
at around 37%, is very low by OECD standards: much of the housing stock is 
owned by investors, including institutions like pension funds and insurance 
companies. 

Figure 5. Mortgage interest rates 
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Source: Swiss National Bank. 
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Figure 6. Mortgage volumes and household disposable income 
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Source: Swiss National Bank; OECD Economic Outlook 93 database; and OECD calculations. 

The consequences of a hypothetical sharp price correction are also difficult to assess 
but would probably be severe, including for government whose revenue share from housing 
has doubled to over 15%. The stock of residential mortgages, at 116% of GDP, is very high by 
OECD standards (Figure 7, Panel A). This points to possible vulnerabilities at the household 
level if interest rates were to rise significantly. Moreover, while mortgages are only 35% of 
total bank loans (Panel B), if CS and UBS are excluded that ratio jumps to around 70%. 
Forestalling a possible bubble by raising policy rates is complicated by concerns about the 
high value of the franc and threats of deflation. This suggests an initial use of 
macro-prudential measures, such as higher bank capital requirements for mortgage lending 
or direct limits on loan-to-value and debt-to-income ratios. Such measures could address 
risks more directly and with lower spill-over costs than with the blunter instruments of 
monetary or fiscal policy (Crowe et al., 2011). Also, as recommended in the previous Survey, 
tax deductibility of mortgage interest expenses for owner-occupied housing should be 
eliminated. The taxation of implicit rents of owner-occupied housing should be removed as 
well. 

Figure 7. Stock of residential loans relative to GDP and total bank loans, 2013 Q11 
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In June 2012, the Federal Council agreed a package of measures to reduce housing risks. 
It included restrictions on the use of pension savings as collateral for borrowing (effective 
July 2012), stricter capital requirements for mortgages with high loan-to-value ratios 
(effective January 2013), and, as recommended in the 2012 Survey, the so-called 
counter-cyclical buffer (CCB). The CCB was activated by the Federal Council in 
February 2013 after being proposed by the SNB, requiring banks to hold capital in the 
amount of 1% of their risk-weighted positions associated with residential-mortgage lending 
by end September 2013. There is provision to increase the supplementary capital 
requirement to 2.5%, which would also require Federal Council approval. Banks have also 
taken self-regulatory measures, which are applied to new mortgages. These include 
requiring a minimum 10% cash deposit. In addition, amortisation of one third of the value 
of a mortgage within 20 years will be imposed. Loans not fulfilling these self-regulation 
guidelines will be subject to a risk weighting of 100%. While to date this suite of measures 
seems to have had an insufficient effect to bring down the dynamics of housing prices to a 
sustainable path, the impact on banks’ resilience appears to have been significant. In any 
case, continued close monitoring would be appropriate. 

Box 1. Recommendations for macroeconomic, financial and housing policies 

Key recommendations: 

• When inflation pressures reappear on the horizon and the risks in the world 
economy are more balanced, the SNB should return to a free float and raise the 
policy rate. 

• Take further macro–prudential measures, such as increasing the 
counter-cyclical buffer, should the imbalances in the mortgage and housing 
markets increase. 

• Within the constraints of the debt brake rule, a re-evaluation of spending 
priorities may be warranted; in particular, a shift towards 
productivity-enhancing public expenditures would be appropriate in the 
medium term. 

 

Bolstering long-term growth, productivity and well-being 

Switzerland performs very well in overall well-being, ranking among the top OECD 
countries in a large number of relevant aspects as tracked by the OECD’s Better Life Index 
(Figure 8). It is also one of the wealthiest OECD countries measuring in terms of GDP per 
capita, thanks to its strong education outcomes, flexible and well regulated labour and 
product markets, high levels of investment in both physical capital and R&D, a robust 
financial sector, and high-performance and innovative export industries. However, it faces 
challenges in maintaining its living standards – for example, because of expected future 
headwinds in its large financial sector – and, on some measures, has already started to fall 
behind. For instance, it has been losing export market shares since the late 1980s faster 
than most other OECD countries, raising questions about its international competitiveness. 
Moreover, trade (exports plus imports over GDP) is less extensive than what would be 
expected for a small country located at the heart of Europe (Chapter 1). The recently 
concluded Free Trade Agreement (FTA) with China is a positive step in this regard, even 
though not all existing trade restrictions will disappear, notably in agriculture and light 
manufacturing. 
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Figure 8. The OECD Better Life Index for Switzerland  
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1. The civic engagement index is partially based on average voter turnout. Direct democracy in Switzerland means 
that there are a disproportionately large number of national polls, leading to relatively low average turnout.  

Source: OECD Better Life Index, http://www.betterlifeinitiative.org. 

How to read this figure: Each well-being dimension is measured using one to three indicators from the OECD Better 
Life indicator set with equal weights. Indicators are normalised by re-scaling to be from 0 (worst) to 10 
(best).Switzerland receives a higher ranking than the OECD average on all well-being dimensions, except for civic 
engagement (see footnote 1 above). 

Even if measurement issues abound, especially surrounding quality improvements over 
time, Swiss labour productivity growth has been comparatively low since the mid-1970s 
(Figure 9), and there is a large multifactor productivity gap with leading countries 
(Johansson et al., 2013), the causes of which are poorly understood. Like in most other 
countries, there is also a large variation in the productivity performance across industry 
sectors. For instance, the FSO productivity database shows that over the period between 
1997 and 2010 sectors such as energy, water supply, accommodation and education 
recorded sharp declines in labour productivity, while other sectors such as chemicals, 
pharmaceuticals, telecommunications and insurance enjoyed significant productivity gains. 
Like in the agricultural sector (see below) substantial improvements in aggregate 
productivity could be achieved by policies aimed at boosting the competition in the various 
subsectors of the economy.   

While Chapter 1 looks at a number of pressing issues that are holding back longer-term 
Swiss productivity and output growth, the scope for additional analytical and policy work is 
large, and the viability of a body dedicated to exploring these issues in depth and proposing 
measures to address them should be examined within the Swiss context. A productivity 
commission such as those in Australia and New Zealand, or the ad hoc body recently 
established in Denmark, provide possible models. Since 2002, the Federal Council has 
adopted three reports focused on improving Switzerland’s productivity performance and 
subsequently conceived three growth packages. However, these were to some extent 
watered down by parliament, in particular the latter packages. 

The 2012 Survey included a number of recommendations focused on boosting long-term 
growth, in particular through changes to the tax system. Reforming elements of the tax 
system was also cited as one of five top priorities in the most recent Going for Growth 
exercise for Switzerland (OECD, 2013a). The recommendations included: modifying the VAT 
(by removing exemptions and, in the medium term, raising the rate), reducing personal 
income taxes and lowering the tax wedge on second earners. 
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Figure 9. Swiss productivity gap with best performing OECD countries  
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1. Percentage gap with respect to the simple average of the highest 17 OECD countries in terms of GDP per capita 
and GDP per hour worked (in constant 2005 PPPs). 

Source: OECD, Going for Growth 2013. 

How to read this figure: Swiss GDP per capita was initially nearly 60% above the average level among the top 
17 OECD countries, but that advantage has fallen to less than 10% of late. Similarly, hourly productivity is now more 
than 10% below the average of the 17 best performing OECD countries. 

Deeper reforms to agriculture could have a significant longer-term productivity 
dividend 

The Swiss agricultural sector is small, about ¾ of a per cent of GDP (compared to the 
median OECD country’s 2%), but it absorbs close to 4% of employment, implying relative 
labour productivity that is amongst the lowest in the OECD (Figure 10; Jarrett and 
Moeser, 2013). As an illustration, if the surplus labour could be shifted to the rest of the 
economy, output could rise by nearly 3% if used according to best practice, or more than 1% 
if only an average level of relative productivity is assumed (OECD, 2012a). 

Figure 10. Nominal value added per employee in agriculture relative to the total economy, 2010  
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Source: OECD National Account database. 

The sector is dominated by small, family farms (only about 100 are larger than 
100 hectares) whose high costs are not fully accounted for by topographical disadvantages. 
They are sustained by heavy government support, with budgetary outlays reaching CHF 3 
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1/2 billion (0.6% of GDP) in 2011 (Figure 11). Support takes a variety of forms: market price 
support (mainly for meat and milk), direct payments (some of which are for ecological 
purposes), input subsidies and tax breaks, and border protection. Exporters of processed 
foods are also compensated for the high costs of locally produced inputs; average farm-gate 
prices are around 150% of world prices. The sector is also protected by quotas and tariffs, 
which average about 32%, compared to a world average of 16%, and this is often a stumbling 
block to achieving trade agreements. Even with all this support, domestic food prices 
average 28% above those in neighbouring countries. 

Figure 11. Producer Support Estimate (PSE) as a percentage of gross farm receipts in OECD 
comparison  
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1. EU15 for 1986-88 and 1995-97; EU27 for 2010-12. 

Source: OECD, PSE/CSE database 2013. 

Some progress has been made to liberalise the sector in recent years. Most recently, in 
March 2013, Parliament approved a new policy regime for 2014-17: total spending will 
continue to be CHF 3 1/2 billion per year, and direct payments (CHF 2 3/4 billion) will be 
shifted toward broader public-interest objectives, mainly supply security and the 
environment. Yet, nearly half a billion francs will continue to be spent each year (mainly in 
dairy) on the most distorting forms of market price support. The government should pick up 
the pace of reform and eliminate such forms of support. Impediments to structural change 
in land law should be removed. In particular, inheritance rules favouring the passing on of 
farms between generations should be abolished. In addition, the sector could be a useful 
ally in achieving worthwhile environmental goals if: all direct payments were contingent on 
environmental outcomes; a tax on fertilisers were imposed to account for their negative 
externalities; farmers’ exemption from mineral oil tax was ended; and sectoral greenhouse 
gas emissions (mainly methane from livestock) were priced. 

Improving labour-market outcomes, especially for women and immigrants 

Aggregate labour-market outcomes continue to impress. By OECD standards, labour 
force participation and average hours worked are both high. Moreover, market wage 
inequality is low. The Swiss economy has absorbed substantial immigration, about 1% of 
the population annually in recent years. However, as aging bears down on labour supply, 
Switzerland will have to rely even more on immigration to sustain GDP growth. This poses 
challenges, not only in attracting and keeping workers with the right balance of skills, but 
also in promoting broader social cohesion. Looming labour shortages also point to the need 
to expand female labour supply (see below) and to extend the working life of older workers. 

Foreign-born residents currently make up over one quarter of the population, and this 
could increase significantly in coming decades. Since the Agreement on the Free Movement 
of Persons (AFMP) between Switzerland and the EU and European Free Trade Association 
(EFTA) came into force in 2002, inflows from EU countries have surged and now comprise 
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the majority (67%) of inflows. Many are highly educated professionals who do well in the 
labour market. However, low-skill migrants usually do less well: they are overrepresented in 
disability programmes (although this may be in part due to the types of jobs undertaken by 
migrants), have considerably longer average unemployment spells and participate less in 
active labour market programmes (Chapter 1). 

The labour market integration of immigrants in Switzerland has been a success in 
international comparison, partly attributable to good overall labour market conditions and 
other factors such as the strong role of apprenticeship. However, more could to be done to 
integrate migrants into the labour force more efficiently and society more generally. Greater 
emphasis should be put on the early activation of those who are struggling to find work. 
Use of job-insertion allowances, which have proved effective in the past, should be 
increased. Incentives for rapid labour-market integration, of humanitarian migrants in 
particular, need to be strengthened. Also, there is evidence that foreign-born residents face 
significant labour-market discrimination (Fibbi et al., 2006). Consideration should be given 
to reinforce measures against discrimination in the labour market. However, policy needs to 
go further, including education campaigns and diversity initiatives. 

Since 2011, the cantons together with the Federal Office of Migration have been 
developing cantonal integration programmes based on a Federal Council integration plan of 
2011 with 3 pillars: information and counselling, education, and labour-market and social 
integration. These are to be implemented at the beginning of 2014. A reform at the federal 
level is on-going with the aim of a more binding and coherent integration policy in the 
fields of education and labour market within the existing structures. 

Addressing efficiency and equity issues in the education system 

Human capital is one of Switzerland’s main comparative advantages. The education 
system is highly effective in preparing young people for work, yielding low levels of youth 
unemployment. The comprehensive and well integrated vocational education and 
apprenticeship system functions admirably, including for academically weaker students 
(Fazekas and Field, 2013). 

Despite this success, the educational paradigm faces challenges as the structure of the 
economy evolves. Skills shortages certainly do exist, as evidenced by the large inflows of 
skilled workers. In particular, the vocational and academic streams might have to be 
reviewed to provide more of the skills needed for high-skill sectors. This could include 
increasing access to tertiary type-A studies (courses which result in qualifications for entry 
to advanced research programmes and professions with high skill requirements) for those 
from lower socio-economic and immigrant backgrounds. 

Swiss education also faces access and equity issues, and the dispersion in educational 
outcomes is high. While the gender divide in educational outcomes has disappeared 
(Chapter 2), the gaps between students of different socio-economic status, and between 
native-born and immigrant students, are substantial. Particularly troubling are the enduring 
significant gaps relative to native-born students for first- and second-generation immigrant 
children. Measures should be taken to address these issues as part of a strengthened 
comprehensive integration policy. Within the school system, lessons could be learned from 
teacher-training programmes in other countries, most particularly in Finland, which focus 
on helping teachers develop practical remedial skills that are applied in classrooms where 
students of different abilities learn together. 

Swiss students are typically tracked by aptitude and ability at age 13, which is later than 
it used to be, but is still early. While all cantons have agreed to delay tracking, two cantons 
have not yet implemented this change. While the option to switch streams is available, it 
typically requires additional schooling. Such early tracking based on academic competency 
reinforces the effects of students’ socio-economic background (Bauer and Riphahn, 2006; 
Schütz et al., 2008; and OECD, 2012b). Indeed, the likelihood of a Swiss student whose 
parents have low educational attainment entering higher education is one of the lowest in 
the OECD (Chapter 1). The practice of early tracking should be re-examined. 
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Promoting innovation by unleashing entrepreneurship 

Swiss firms are among the most innovative in the world: well over half have introduced 
either product or process innovations. Government spending on innovation is close to the 
OECD average (0.8% of GDP in 2010), but direct funding to business is very low, and there are 
no specific R&D tax incentives. Three-quarters of total Swiss R&D activity is conducted by 
the business sector, amongst the highest in the OECD. However, while R&D is not the only 
source of innovation, private R&D activity is concentrated in a small number of sectors, and 
pharmaceuticals accounted for almost 40% of all business expenditure on R&D in 2008 – the 
highest pharmaceuticals share in the OECD. Moreover, the tri-annual 
Konjunkturforschungsstelle (KOF) Innovation Surveys show that the share of Swiss firms 
undertaking innovation activities fell from over 80% in the early 1990s to around 55% in 
2009-11 (KOF, 2013). Similarly, the proportion of those involved in patenting declined from 
around 75% to below 40%. 

Entrepreneurship and the emergence of dynamic start-ups are important drivers of 
innovation and productivity growth, and Switzerland performs below the OECD average in 
this regard. Firms less than five years old did less patenting over 2007-09 than elsewhere. It 
appears that for those OECD countries for which there are data, lighter restrictions on doing 
business, as measured by the OECD’s PMR barriers-to-entrepreneurship sub-index, are 
correlated with higher patenting activity by young firms (Chapter 1). More needs to be done 
to ease impediments to starting a business, including by reducing the number of procedures 
and the time required, and also streamlining procedures for winding down businesses, 
including bankruptcy rules.  These and other measures, such as increased business angel  
funding and reducing the stigma of bankruptcy, should be considered in order to encourage 
smaller firms’ innovation. 

Box 2. Recommendations for boosting long-term growth and productivity 

Key recommendations: 

• Accelerate the pace of agricultural sector reform, including moving entirely to 
direct payments to farmers, and by further integrating the entire food value 
chain in international trade. 

• Address issues with academically weaker students within the integrated school 
system as part of a comprehensive integration policy. Focus teacher-training 
programmes more on developing practical remedial teaching skills. 

• Examine the roots of, and propose remedies for the poor productivity 
performance including by creating a productivity commission. 

Other recommendations: 

• Streamline the process for starting a business by reducing the number of 
procedures and the time required. Simplify procedures for winding down 
businesses, including bankruptcy rules. 

• Improve labour-market outcomes for women and immigrant workers and make 
better use of their potential. Immigrant workers would be assisted by reinforcing 
the initiated measures in fields such as early activation and labour-market 
anti-discrimination measures. 

 

Achieving GHG emissions targets and simultaneously maintaining energy security 
poses challenges 

The government faces significant challenges in reconciling its climate-change 
commitments with its plans to phase out nuclear power. It is aiming to cut greenhouse gas 
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(GHG) emissions consistent with the global two-degree global-warming target ceiling. Given 
that nuclear power, which accounts for about 40% of Switzerland’s electricity production 
(Figure 11), has virtually a zero GHG footprint, its elimination means that this capacity will 
need to be replaced by a combination of greater energy efficiency, renewables, increased 
electricity imports and gas-fired power plants. The government has chosen to meet the 
resulting technical challenge by promoting certain yet commercially immature energy 
technologies using feed-in tariffs, rather than relying on a broad market-based framework. 
There are plans to adjust and eventually replace the feed-in tariff scheme by introducing 
lump-sum investment support and other more market-oriented measures. In addition, as 
from 2020, the government proposes to move to a system that relies exclusively on tax 
measures. The 2012 Survey (OECD, 2012a) included a number of recommendations on how 
GHG emissions could be reduced in a cost-effective way largely by using market 
mechanisms. 

Under the Kyoto Protocol, Switzerland committed to reduce its GHG emissions from 
1990 levels by an average of 8% between 2008 and 2012. Recent government estimates 
indicate that average emissions for 2008-11 were only 0.5% lower than in 1990 (after an 
unusually large 7.5% decline in 2011). To meet its Kyoto commitments, the Swiss 
government mandated the Climate Cent Foundation, a private-sector initiative of the oil 
industry financed by 1.5 cents per litre surcharge on transport fuel, to acquire offsets 
equivalent to 5.7% of base-year emissions per year. Also, credits from forest management 
are taken into account. 

In order to meet these targets, in January 2008, a CO2 levy was introduced on the direct 
use of heating and process fuels, including for marginal electricity generation. Also, new 
fossil-fuel-fired power plants are required to fully offset their CO2 emissions (a maximum 
half of which by Kyoto offset mechanisms). Furthermore, new fossil-fuel-fired power plants 
will be subject to Emissions Trading Scheme (ETS) rules once the Swiss and European 
systems are linked. Smaller energy-intensive firms including those whose competitiveness 
may be harmed by the CO2 levy are exempt from it if they achieve legally binding emissions 
cuts. Large emitters will be subject to the ETS. The Swiss carbon market is still fairly small, 
involving some 50 firms producing around 5 million tonnes of CO2 annually, with little 
trading. Negotiations with the EU on linking the Swiss to the EU ETS are on-going, a move 
that would resolve the liquidity issue of the Swiss carbon market and would cut abatement 
costs faced by large emitters. 

Looking ahead Switzerland has undertaken to cut its domestic (without foreign offsets) 
GHG emissions by 20% from 1990 levels by 2020. On 30 November 2012, the Federal Council 
approved the legal framework for Switzerland’s 2013-20 climate policy. The aggregate 
reduction target is shared between sectors based on their emissions share: 40% in the 
buildings sector, 10% in transport, 15% in industry, and 35% in the remaining sectors. 
Interim targets have also been set, and, if developments suggest that they will not be 
reached, additional measures may be taken. For example, because heating and process fuel 
targets were not met in 2012, the CO2 levy on heating and process fuels will be increased 
from the current CHF 36 to CHF 60 per tonne of CO2 as of 1 January 2014. Further 
intermediate targets which could trigger an increase of the CO2 levy rate, have been set for 
2014 and 2016. A fund was recently established financed with CHF 25 million a year of CO2 
levy revenue to provide credit guarantees for companies with innovative abatement 
technologies. One-third of the CO2 levy revenue, to a maximum of CHF 300 million, is 
earmarked for a buildings programme supporting retrofitting and renewable-energy heating 
systems. 

Emissions from the transport sector have increased. Gasoline and diesel are not subject 
to the CO2 levy, but they were subject to the Climate Cent Foundation surcharge, which 
expired at the end of 2012. Measures in place are CO2 targets for newly registered passenger 
cars, set at 130g CO2 per km by 2015 in line with EU regulations, and an obligation for 
transport fuel importers to offset (within Switzerland) 10% of CO2 emissions of the transport 
sector by 2020. As recommended in the special chapter on reducing GHG emissions in the 
previous Survey, Switzerland should implement a CO2 levy on these fuels to better exploit 
the low relative cost of meeting emissions-reduction targets in the transport sector. 
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As in Belgium and Germany, in May 2011 the Swiss authorities decided to phase out 
nuclear power by not building new installations. The existing plants may produce power as 
long as they are safe. Nuclear power currently accounts for around two-fifths of 
Switzerland’s generation (Figure 12), and replacing this capacity will be challenging, 
especially as Switzerland’s emissions-reduction targets imply greater use of electricity to 
replace fossil fuels, particularly in heating. 

Figure 12. Share of nuclear power in total electricity generation 

2011, per cent 
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Source: IAEA PRIS. 

The strategy for guaranteeing electricity supply during the transition and beyond and 
the assessment of its environmental impact have been set out in the “Energy Strategy 2050” 
and accompanying legislative package. It stresses increased energy efficiency, the 
expansion of hydropower, the use of new renewable energy, temporary use of 
fossil-fuel-based electricity production (if necessary), and electricity imports. The Strategy 
calls for the country’s electricity grid to be expanded and energy research to be intensified. 
It also includes several measures to accelerate the process of obtaining permits for 
renewable-energy projects. It relies significantly on direct support for commercially 
immature energy types, in combination with substantial efficiency efforts, rather than on 
market mechanisms. Some of the conservation measures, like a levy on energy 
consumption to be used as a buffer to achieve long-term energy and climate goals, are left 
until after 2020. 

To substantiate its Energy Strategy 2050, the government has conducted a number of 
supply and demand scenarios under different assumptions about technology, efficiency and 
fuel mix. Figure 13 shows the Swiss government’s main scenario of electricity demand and 
supply, given the Government’s objectives of security of supply and CO2 reductions. The 
theoretical gap could be filled in a number of ways, including by electricity imports and 
gas-fired power, but each has its own environmental and energy-security implications. 
Switzerland traditionally imports substantial electricity from France and exports similar 
volumes to Italy. Facilitating imports by closer international integration would require 
strengthening cross-border transmission infrastructure and upgrading domestic networks. 
Closer alignment with the EU’s electricity policies would assist in integration. 
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Figure 13. Energy Strategy 2050 demand and supply scenario  
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1. Hydrological years ending in September. 

Source: Prognos 2012; Botschaft zum ersten Massnahmenpaket der Energiestrategie 2050 (Revision des Energierechts) 
und zur Volksinitiative "Für den geordneten Ausstiegaus der Atomenergie (Atomausstiegsinitiative)“. 

Renewable power sources have been supported since the beginning of 2009 under a 
feed-in scheme covering production costs. Feed-in tariff appropriations are funded by a grid 
surcharge, which is currently capped at 1 Swiss cent/kWh (yielding CHF 210 million p.a.) 
and due to increase to 1.5 Swiss cents/kWh by 2014. The Strategy assumes the feed-in 
scheme will be overhauled: feed-in periods will be shortened from the current 20-25 years 
to 15 years; and one-off investment support covering a maximum of 30% of investment 
costs will be offered to small photovoltaic systems, waste incineration and sewage plants. 
The scope for further hydro development is limited by geography and local environmental 
concerns. Wind and solar capacity, which are both negligible now, are slated for increases: 
generation from wind is to increase more than tenfold by 2020. Solar power is expected to 
play a major role, particularly as costs come down in the longer term, and as domestic 
load-balancing possibilities imply that its intermittency could be handled.  

While leading the world in R&D activities in some sectors (Chapter 1), Switzerland 
accounted for only 1.4% of world patents related to energy generation from renewable and 
non-fossil sources in 2007-09. On a per capita basis this is not bad but still lags countries 
like Denmark, Sweden and Israel – all countries less ambitious with regard to plans for 
technological progress in the energy sector. Public-sector investment is even weaker 
(Figure 14). Given the ambitious assumptions regarding technological advances that 
underpin Energy Strategy 2050, more needs to be done if they are to be realised. 
Policymakers have started to address this shortfall. For instance, the Federal Council 
recently announced measures to promote energy research. In March 2013, Parliament voted 
an additional CHF 202 million in public energy R&D over the 2013-16 period (that is a 25% 
increase). It involves the creation of research networks between higher education 
institutions and the Swiss Competence Centres for Energy Research (SCCERs), which will 
pursue research in seven action areas. Efforts should continue to be made to engage 
strongly with foreign work in this field.  
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Figure 14. Government R&D budgets for energy and the environment, 2012  

As a percentage of total government R&D budget 
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Source: OECD Research and Development Statistics (RDS) Database. 

Box 3. Key recommendations on environmental sustainability 

• Put greater emphasis on market mechanisms in the transition from nuclear to 
renewable energy. 

• Implement a CO2 levy on transport fuels so as to better exploit the low costs of 
meeting emissions-reductions targets in the transport sector relative to other 
sectors. 

• Further promote private- and public-sector energy-related research, and 
continue engagement with foreign researchers to facilitate realisation of the 
Energy Strategy 2050. 

 

Expanding women’s role in the economy 

At 45% of the labour force and about half of tertiary graduates, women are playing an 
increasingly important role in the Swiss economy. However, the paucity and high cost of 
childcare, dissuasive effective marginal tax rates on second earners, the cultural hurdle in 
society and in companies' management and stereotyping prevent better use of female 
potential in the workforce and generate heavy incidence of part-time work and a positive, 
albeit shrinking, net wage gap between men and women (about 7%). In addition, by 
comparison to their share of the labour force, women are still underrepresented as 
managers, directors and entrepreneurs. 
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The overall educational attainment gap has vanished, but study choices differ 
substantially by gender 

Throughout the OECD, young women have been steadily catching up and even 
surpassing young men in educational attainment (OECD, 2013b). Switzerland is no 
exception. Expected years of schooling are now equal for both sexes at 17 years (Figure 15, 
Panel A), and in the 2009 PISA survey (which assesses 15 year-olds' competencies) girls 
outperformed boys in reading, but boys performed better in mathematics and natural 
sciences. 

Figure 15. Women's relative educational outcomes  
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1. Enrolment rates represent the estimated percentage of an age cohort that is expected to enter a tertiary type-A 

programme over a lifetime. Entry rates can be above 100% when large numbers of foreign students enrol at 
university, for instance. 

Source: FSO (Panel A); OECD, Education at a Glance 2013 database (Panel B). 

Girls and boys have the same graduation rate from secondary education (94%), but a 
higher proportion of boys graduated from professional secondary education (75.7% versus 
64.4% for girls) in 2010 while a higher proportion of girls’ graduated from general secondary 
graduation (29.1% versus 18.1%). As a result, girls are the majority recipients of gymnasium 
(general) “matura” (diplomas) (57%), but the minority when it comes to professional matura 
(47%). 

Women’s enrolment rates in tertiary general education are now also on par with men’s 
(Figure 15, Panel B). As in secondary school, however, their study choices differ 
substantially. Men form the majority in traditional male subjects, such as engineering and 
IT, architecture and construction, whereas women are over-represented in social work, 
psychology, languages, health and teaching. That women do not rush into scientific careers 
may simply reflect individual preferences. But the choice of a career may also be influenced 
by family values, perceptions of career opportunities and stereotypes. 
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Role models, such as inviting successful female engineers and scientists to visit schools, 
could be used to make science, engineering and mathematics more attractive for girls. They 
can also raise awareness of the consequences of educational choices for career and 
earnings prospects. Similarly, education, arts, humanities and health could be made more 
tempting to boys. More numerous and clearer pathways across fields of studies could also 
facilitate greater mobility across career choices by reducing the importance of the early 
tracking system. 

Despite a high participation rate, women face difficulties reconciling work and family 
life  

Women’s labour force participation, at 78.5%, is high (Figure 16, Panel A) and projected 
to rise further. As a result, the labour force has been moving towards a more equal gender 
mix, from 34% female in 1960 to 45% in 2012, making Switzerland very similar to the Nordic 
countries. At the same time a very high proportion of women (59%) are in part-time work. 
As a result, Swiss women have the OECD’s second lowest supply of paid work compared to 
men (Panel B). 

Figure 16. Swiss female labour market indicators, 2012  
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Source: OECD, Labour Force Statistics database 2013. 

Childcare provision is one of the main impediments to women working longer hours. In 
particular, there is a lack of facilities, and costs are high. In 2005 almost 30% of the mothers 
of children aged less than 15 said that they had to reduce their working hours because of 
the lack of childcare facilities (SECO, 2007). Within the OECD, Switzerland is among the 
countries with the lowest public spending on childcare and pre-primary education as a 
share of GDP (Figure 17). However, data reported here do not include all local government 
spending and therefore underestimate public spending on childcare in federal countries like 
Switzerland. The supply of childcare facilities has risen by 79% since 2004, but shortages 
persist, and unsubsidised care reaches more than CHF 100 per child per day (the most 
expensive in the OECD), raising affordability problems and narrowing options for 
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low-income women in particular. The federal government has recently introduced a tax 
deduction for childcare costs. And there also exist deductions at the cantonal level. While 
these favour high-income parents, they reduce parents’ effective cost. Currently, 
out-of-school-hours care is a major headache for parents, particularly those with several 
young children, especially as the mandatory school age has recently been lowered to four in 
most cantons. Indeed, all-day solutions are necessary to reconcile work and family life, 
especially as children typically also go home for lunch, since school cafeterias are rare. If 
the government (cantons and communes) wishes to boost provision, it faces a trade-off of 
increasing direct public spending on additional facilities against allowing a broader range of 
price and quality options when setting the sector’s regulatory requirements. 

Figure 17. Public spending on childcare and pre-primary education, 2009   

As a percentage of GDP 
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1. Disaggregated spending data are not available for Spain. For other countries where only one spending item is 
shown, the other is indeed zero. Data reported here do not include all local government spending and therefore 
underestimate public spending on childcare in federal countries like Switzerland. 

Source: OECD Family database. 

Childcare policy is managed at the municipal and cantonal levels, resulting in both 
considerable heterogeneity and some innovative initiatives, such as employer contributions 
to cantonal funds that subsidise childcare facilities in three cantons (Vaud, Neuchâtel and 
Fribourg) and a voucher scheme in the Lucerne area. Enhanced early education and 
childcare options would also foster the integration and improved learning outcomes of 
children from immigrant backgrounds and facilitate mothers' access to the labour market. 

Maternity leave, 14 weeks paid at 80% of the normal salary, and 16 weeks protection 
against dismissal, are quite short by international standards, and especially relative to 
Scandinavian countries. A short leave may keep women close to the labour market, but it 
may also mean that some drop out altogether. In addition, there is no federal statutory 
paternity leave, which creates a labour-market asymmetry for parents. Creating such a 
leave, or a take-it-or-leave-it parental leave to be divided between parents consecutively 
could facilitate mothers’ post-maternity reintegration into the labour force and reduce the 
asymmetry while possibly also raising fertility. 

The fact that income tax is levied on a family basis is another impediment to women 
working longer hours as this translates into a high marginal tax rate for the second earner, 
typically the wife. Reducing this so-called marriage penalty would encourage more female 
work. The Federal Council has recently launched a consultation exercise on how to ensure 
equal treatment for married and unmarried couples by allowing them to pay the lowest of 
the married or unmarried tax bills. Another option would be to replace family with 
individual taxation. 
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Progress is slow in reducing the wage gap and lifting the glass ceiling 

The Swiss gross gender pay gap – the difference between men's and women's median 
wage – was 18.4% in 2010 down from 23.7% in 1994. Among full-time workers there are 
twice as many men in the highest annual income bracket – more than CHF 104 000 – than 
women (27% and 13%, respectively). By contrast the share of men among those earning less 
than CHF 52 000 is much smaller (9%, compared to 24%). These outcomes are consistent 
with the fact that the gap is larger the higher one goes up the managerial hierarchy. The 
gross gender pay gap differs substantially across sectors. Financial services top the ranking 
with a gross gap of 48%, whereas construction, forestry, hotels, restaurants and postal 
services all have gross gaps below 10%. Rising levels of education for women is probably the 
main factor behind the decade’s decline in the gross gap. 

A large part of the gross gap can be explained by differences in occupations and sectors, 
educational attainment, work experience and seniority. The residual (or net gap) is due to 
unmeasured factors, including discrimination. In Switzerland, this residual was 6.9% in 
2010, down from 8.8% in 1998. The Swiss Earnings Structure Survey is the only available 
source of information on the net gap. A better understanding of its magnitude can be 
achieved by encouraging a more diverse set of studies to ascertain the robustness of the 
estimate and the true amount of gender wage discrimination. Narrowing and ultimately 
eliminating this discrimination can follow a number of paths, such as better enforcement of 
the existing legal framework or promoting pay transparency. First principles and some 
evidence (Black and Strahan 2001; Hellerstein et al., 2002) points to increasing competition 
and reducing regulation within sectors as potential ways to encourage the replacement of 
old discriminatory habits with a hunt for talent. 

Despite noticeable progress, women are still underrepresented as entrepreneurs and in 
leadership positions across OECD countries (Figure 18). In Switzerland, women make up 
32% of employees in managerial and supervisory positions, about the same as for the OECD 
as a whole, but well below their 45% share of employment. Progress could be achieved by 
following the Swedish “Comply or Explain” model. It requires businesses to follow a 
corporate code of good practises regarding promoting women to leadership positions. 
Shareholders and media have the right to ask about progress being made towards achieving 
their goal. Advantages relate to a non-coercive, efficient approach that has proven 
successful in several countries. The main disadvantage is the risk of maintaining the status 
quo. The situation on company boards is similarly unbalanced. Data compiled in the 
Schilling Report (2013) on the 100 largest Swiss companies show that there were only 
95 women on their company boards in 2012, or 12% of the 820 total board positions. This 
would seem to justify policymakers setting ambitious quantitative targets, combined with a 
“Comply or Explain” practice, or implementing quotas. 

Women are also underrepresented as entrepreneurs. While EU indicators point to 
self-employment being less favoured by women than by men, in Switzerland this may also 
reflect the low level of government support for female entrepreneurs. According to a 
2003 study conducted by the Global Entrepreneurship Monitor, Switzerland ranked second 
to last on a composite support index that combines measures of social infrastructures for 
women with families, society's view on female entrepreneurs and chances of success. A 
more positive image of entrepreneurship should be fostered by inducing successful women 
entrepreneurs to tour educational institutions and to coach and mentor aspiring young 
female entrepreneurs. 
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Figure 18. Women's shares of the labour force and of senior management,¹ 2010²  
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1. Senior managers include legislators, senior officials and managers. 
2. Data refer to 2008 for Australia, Canada, Israel, Korea, Mexico, New Zealand and the United States; to 2002 for 

Chile. 

Source: OECD Employment database 2013; ILO. 

Box 4. Recommendations for expanding women's role in the economy 

Key recommendations: 

• Increase women’s labour-market options by increasing public spending on 
childcare and out-of-school-hours care and by setting applicable regulations to 
enhance the range of available price-quality choices. 

• Remove the marriage penalty in the tax system at the federal level by 
introducing individual, as opposed to family, taxation or some equivalent 
measure. 

• Implement a corporate governance code establishing gender goals to increase 
women in senior management. 

• Increase the proportion of women on company boards by setting ambitious 
targets combined with the “Comply or Explain” practice or by setting quotas. 

Other recommendations: 

• Create paternity leave, and consecutive “take-it-or-leave-it” parental leave to be 
shared between fathers and mothers. 

• Use role models to make hard sciences more attractive for girls and social 
sciences and health more tempting to boys, and raise awareness of career and 
earnings prospects associated with study choices. 
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Annex 
 

Progress in structural reform 

This table reviews action taken on recommendations from previous Surveys. Recommendations 
that are new in this Survey are listed at the end of the relevant chapter. 

Recommendations in previous Surveys Action taken since September 2011 

A. COMPETITION 

Apply the prohibition principle to all hard-core cartels. 
Raise ComCo’s resources and ensure its independence by 
excluding members that represent economic interests. 

A draft revision of the Federal Cartel Act was 
submitted by the Federal Council to the Parliament 
for approval in February 2012 and establishes an 
independent competition authority. It will conduct 
enquiries and submit its proposals to an 
independent tribunal of first instance with decision-
making power. It also bans certain forms of 
hard-core horizontal and vertical agreements unless 
justified by efficiency reasons. The Significant 
Impediment of Effective Competition test shall be 
introduced for merger control. 

Consider introducing criminal sanctions to punish people 
responsible for anti-competitive behaviour. 

Proposals to introduce administrative and criminal 
sanctions against private persons were submitted to 
public consultation and are being discussed in 
Parliament with the revision of the Cartel Act. 

Reform the bankruptcy law to reduce the prescription 
period and facilitate the use of the “concordat” procedure. 

Reform of the bankruptcy law was passed in 
June 2013 and should enter into force by 
January 2014. The new law will introduce an 
improved procedure for reorganisation ("concordat 
procedure"), but the prescription period was not 
changed. A draft reform of prescription laws is 
expected by the end of 2013. 

Strengthen the independence of sector regulators. The Postal Services Commission (PostCom) was 
established by the new Postal Services Act in 
October 2012 as an independent postal market 
regulatory authority with the power to impose fines. 
As of January 2012, the electricity market regulator 
was made more independent from the Federal Office 
of Energy. 

Privatise remaining government ownership in potentially 
competitive market segments of network industries.  

None. 

In the electricity sector, introduce ownership separation 
between generation and transmission, strengthen the 
powers of the regulator, introduce price caps and 
benchmark regulation, use regulatory accounting rules for 
the determination of network access prices. 

The strengthening of the separation of the Swiss 
transmission system operator Swiss grid from other 
activities is in force. Ex ante benchmark regulation 
of access prices is under consideration. 

In telecommunications, apply ex ante regulation to access 
conditions to the local loop and to interconnection 
charges. 

A March 2012 Federal Council report on the 
telecommunications market confirmed the necessity 
of regulatory change. The Council intends to draft a 
legal reform during the current legislature (by 2015). 

In railways, make tendering of regional passenger services 
compulsory, ensure non-discriminatory access to rolling 
stock and allow competitors to propose investment 
projects. Base investment decisions on an independent 
cost-benefit assessment. 

The rules governing tendering were set out in detail 
at law and ordinance level in the second stage of rail 
reform (Rail Reform 2.2) with effect from 1 July 2013. 
Provisions on bus services were put in place 
including the introduction of compulsory tendering. 
In rail transport, regional passenger services may be 
put up for tender, but there is no obligation to do so. 
Co-ordination regarding investment projects among 
the infrastructure operating companies, transport 
companies and the authorities have been 
introduced, but not in freight. 
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Recommendations in previous Surveys Action taken since September 2011 

B. LABOUR MARKET 

Improve the integration of foreign workers. Harmonise 
the rules on the lengths of residency for naturalisation. 

Since 2011 the cantons have been developing 
integration programmes based on a Federal Council 
integration plan with 3 pillars: information and 
counselling, education and labour-market 
integration and social integration. They are to be 
implemented at the beginning of 2014. A reform at 
the federal level is on-going with the aim of a more 
binding and coherent integration policy in the fields 
of education and labour market. A study on the 
integration of EU citizens was published in 2011, and 
a thematic review by the OECD in 2012. Draft 
legislation that would grant Swiss citizenship after 8 
instead of 12 years of residency and limit the power 
of the local authorities in setting the duration of 
residency is before Parliament. 

C. EDUCATION  
Introduce a national voucher scheme and a national 
system of accreditation of facilities to support childcare 
provision for children below the age of 4. 

A national voucher scheme has not been considered, 
but childcare provision for children below the age of 
4 is steadily expanding, thanks in part to a national 
incentive programme that has created 40 000 new 
childcare places since 2003 and has been prolonged 
until January 2015. A national forum on quality of 
early childhood education and care will be held this 
autumn. 

Strengthen the capacity of early childhood education and 
childcare facilities to support children with specific 
education needs. Promote access of the foreign population 
to early childhood care services. 

All cantons are integrating the support of special-
needs children into the public education system. 
Federal support of model projects in the area of early 
education and care for migrant children in 2009-11 is 
going to be continued. A manual for successfully 
implementing early education programmes has been 
published. 

Strengthen accountability of schools for education 
outcomes. Conduct regular external testing over the 
school career at all schools, and benchmark the results 
against the newly defined competency objectives. 

Regular evaluation of the achievement of the 
national competency objectives based on sample 
classes will start in 2016. 

Reinforce school autonomy with respect to defining 
teaching content and materials. 

None. 

Improve the system for recognising immigrants’ 
qualifications, and implement plans to validate skills 
acquired through experience. Further improve the supply 
of language teaching for immigrants. 

Under the Swiss-EU Agreement on the Free 
Movement of Persons, Switzerland has adopted the 
EU’s system of mutual recognition of foreign 
qualifications issued by EU member states. 
Third-state nationals are also entitled to apply for 
recognition of their foreign credentials. The process 
for validating skills to obtain a Federal diploma has 
been defined for 17 professions, and more will be 
included in line with demand. The Federal Office for 
Migration has developed support measures helping 
government agencies and teachers to improve 
immigrant language teaching. Cantons are 
strengthening courses in the language and culture of 
origin for immigrant children with federal financial 
aid. 
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Recommendations in previous Surveys Action taken since September 2011 

In higher education, consider a rise in tuition fees, while 
making government-sponsored loans widely available, 
coupled with income-contingent repayment. 

The inter-cantonal agreement aiming at 
harmonising scholarships and loans 
(Stipendien-Konkordat) entered into force in 
March 2013 with half the cantons having ratified it. 
The Federal Council’s goal is to accelerate and 
harmonise the cantonal efforts by revising the 
federal law governing cantonal contributions to the 
Confederation regarding tertiary education support 
measures as an alternative to the “Grant Initiative” 
that was recently proposed by the Swiss Student 
Union. 

D. HEALTH CARE  
Do away with the mixed hospital funding system, 
assigning the funding responsibility to insurers. 

The Federal Council approved a report on uniform 
funding of hospital and outpatient services by the 
compulsory health-care insurance scheme. 

Eliminate cantonal policies that allow practicing doctors 
to dispense drugs. 

The Federal Department of Home Affairs will submit 
a new proposal following the failure of a Federal 
Council proposal in 2009. 

E. OLD-AGE AND DISABILITY INSURANCE PROGRAMMES  

Consider indexing the retirement age in the first-pillar 
system to changes in average life expectancy. Deal with 
lack of sustainability through adjustments to contribution 
rates, benefits and required years of contributions. 

None. 

Introduce incentives for prolonging work after the 
standard retirement age. 

Incentives have been raised in the second pillar; no 
action taken in the first pillar. 

Allow pension funds to set the conversion rate. None. This could violate the Constitution’s social 
objective of a minimum benefit level. 

Reassess the generosity of tax incentives for the 
occupational pension schemes. 

Securing retirement income is a priority objective. 
With tax postponed until the pension (or the capital) 
is paid there is a strong incentive to accrue 
retirement assets. 

Reduce the marginal effective tax rates on labour income 
of disability insurance beneficiaries. Regularly test their 
work capacities during the first few years of receipt and 
randomly thereafter. 

A government proposal to reduce disincentives to 
resume work was rejected by Parliament in 
June 2013. The 2012 Invalidity Insurance reform 
strengthened the reassessment of beneficiaries as to 
their ability to take on work and their vocational 
integration. 

F. REGULATION OF FINANCIAL INTERMEDIARIES 

Give FINMA the authority for imposing administrative 
penalties for serious violations of its regulations. 

Such measures have been available since FINMA’s 
2009 inception, including prohibition from practising 
a profession, confiscation of profit and revocation of 
licence but not imposing administrative fines. 

Consider periodic rotation of the outside auditors 
responsible for particular financial institutions, and widen 
the range of authorised external auditors. 

No additional measures. Regular rotation of lead 
auditors is mandatory. 

Strengthen FINMA’s liquidity regulation and oversight of 
the largest institutions and extend it in simplified form to 
other financial institutions over time. Consider including 
a core liquidity ratio applied to 
foreign-currency-denominated assets. 

The new regulatory liquidity regime has been 
implemented. The introduction of a Net Stable 
Funding Ratio concept following the Basel 
committee’s proposals will be considered. For the 
other banks, the new Basel liquidity standards will 
be introduced following the international schedule. 
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Recommendations in previous Surveys Action taken since September 2011 

Broaden top-down stress tests of risks to the financial 
system; include disturbances based on recent market 
stress and very low probability scenarios. 

FINMA plans to extend the scope of stress testing 
beyond the currently examined 2 large banks with 
the aim to cover up to 15 banks. The soundness and 
effectiveness of the 2 large banks’ internal stress-
testing approaches is regularly assessed. Stress test 
design and scenarios are developed jointly by FINMA 
and the SNB. FINMA and the SNB have put in place a 
formal revision process in close collaboration with 
the two banks. “Loss Potential Analysis” has been 
introduced to better identify the impact on the large 
banks in case of a further drastic market 
deterioration. An analogous approach has been 
applied to some medium-sized banks since the 
beginning of 2011. 

Consider broadening the core colleges of supervisors for 
the Big-2. Co-operate with foreign counterparts to develop 
contingency plans so as to deal with future crises. 

International co-ordination of resolvability and 
resolution plans is being developed. 

Implement the proposed capital adequacy requirements 
(CAR) for the Big-2 banks as envisaged at the least. A 
stricter leverage ratio requirement should be 
implemented. 

The new capital requirements for the Big-2 banks 
have been introduced and are currently phasing in. 
The leverage ratio will be adapted to the Basel III 
standard. 

Complement the accounting triggers for the contingent 
convertible bonds (CoCos) by market indicators. FINMA 
could, for example, be required to request an independent 
audit of the bank’s book value when market indicators 
drop below predefined values. A higher trigger of 7% of 
common equity relative to risk-weighted assets should be 
introduced for all CoCos. Authorities should prepare a 
scenario in which the Big-2 banks would convert their 
CoCos simultaneously. 

None. Market indicators are not a part of the Swiss 
CoCo framework in order to prevent death spirals. 

The envisaged resolution plans for the Big-2 should be 
extended to the group-level of the large Swiss financial 
institutions and discussed in the supervisory colleges. 

Recovery and resolution plans for both big banks in 
accordance with FSB standards and timetables have 
been developed and discussed in the Crisis 
Management Groups. 

Develop resolution plans for the large Swiss insurers. FINMA is currently considering the establishment of 
recovery and resolution plans. 

Consideration should be given to improving appointment 
procedures for cantonal banks’ management, for example, 
by introducing independent appointment commissions 
consisting of experts. 

The 24 cantonal banks are subject to the same 
governance requirements as other banks under the 
supervision of FINMA. In August 2012 FINMA 
specified requirements with regard to the board of 
directors of banks and securities dealers. 

Explicit government guarantees to the cantonal banks 
should be eliminated. 

Cantons are free to abolish the formal guarantee for 
their cantonal banks. Several cantons have already 
done so.  

The deposit insurance scheme should be partially funded. None. The Swiss deposit insurance arrangements 
were last adjusted in 2008. 
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Allow macro-prudential requirements to be introduced, 
such as countercyclical buffers in bank balance sheets or 
temporary measures to slow excessive lending growth 
without requiring legislation. The SNB could be given the 
necessary power. 

A countercyclical capital buffer (CCB) was activated 
in Switzerland in February 2013. The primary goal of 
this instrument is to increase the banking sector’s 
resilience against the consequences of excessive 
credit growth. Two important characteristics are 
embedded in the Swiss CCB framework: i) the buffer 
can be implemented on a broad basis or can target 
specific segments of the credit market; ii) in line 
with Basel III, the maximum level of the CCB is set at 
2.5% of total domestic risk-weighted assets of an 
individual bank. 
The Federal Council, upon official proposal by the 
SNB, activated the sectoral CCB in February 2013, 
with an implementation period extending to end 
September 2013. The capital buffer is targeted at 
mortgage loans financing residential property 
located in Switzerland and is set at a level of 1% of 
associated risk-weighted positions. The SNB will 
continue to closely monitor developments on the 
mortgage and real estate markets and will regularly 
reassess the need for an adjustment. It may suggest, 
after consultation of FINMA, to the Federal Council 
to either adjust the level of the CCB or deactivate it if 
it is deemed necessary. 

Monitor closely further developments in mortgage lending 
growth and house prices. If they are excessive, regulatory 
measures should be taken, for example, to limit the 
loan-to-value ratio or the debt service-to-income ratio. 

SNB, FINMA and the Federal Department of Finance 
exchange views. SNB continuously monitors a broad 
range of indicators – among them asset prices, credit 
volumes – and their implications for financial 
stability. FINMA has also implemented a 
macroeconomic monitoring process, which 
concentrates both on the Swiss domestic real estate 
market and selected foreign asset markets. The 
results are used inter alia to design and calibrate 
stress scenarios. Several regulatory measures have 
been taken over the past 2 years to dampen the real 
estate and mortgage markets: i) revision of self-
regulation rules for mortgage loans requiring, among 
others, a 10% cash down-payment coming from a 
source other than occupational benefits provision 
(second pillar) as from July 2012; ii) stricter capital 
requirements for mortgages with a high 
loan-to-value (as from January 2013); and 
iii) activation of the CCB in February 2013. 

The role of the SNB in micro-prudential regulation should 
be strengthened to ensure that system-wide risks are 
taken into account in such regulation. For example, the 
SNB could be required to propose measures to incorporate 
system-wide risks in regulation. 

One of the legislated tasks of the SNB is to 
contribute to the stability of the financial system. 
Micro-prudential competences related to 
system-wide risks include the mandate to oversee 
payment and settlement systems as well as the 
designation of systemically important banks. 
Moreover, in March 2012 the Financial Stability 
Working Group (FDF, SNB, FINMA) recommended 
the creation of a right for the SNB to directly access 
information on financial market participants beyond 
its existing entitlement to statistical data. Regarding 
system-wide risks, the SNB is consulted and, where 
common areas of interest exist, allowed to ask 
FINMA to take measures within FINMA’s area of 
responsibilities and competences. Finally, there is a 
regular exchange of information and views on 
financial stability and system-wide risks between 
the authorities. 
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G. IMPROVING THE TAX SYSTEM 

Widen the VAT base by removing exemptions and 
unifying tax rates. Over the medium term raise tax rates. 
Explore the technical feasibility of applying a VAT on 
banking services. If such a VAT is not introduced, consider 
an additional tax on financial institutions’ profits and 
remuneration. 

Several VAT reform proposals have been rejected by 
the Parliament. No VAT on banking services or 
additional tax on profits and remuneration in 
financial intermediaries is planned. 

Lower the tax wedge on second earners, for example, by 
introducing separate assessment of partner income. Set 
up uniform rules concerning the taxation of several 
earners within one household across levels of 
government. 

Despite a lack of recent progress, the Federal Council 
remains committed to suppress the fiscal penalty for 
married couples. It supports the popular initiative 
“Yes to Family, No to the Marriage Penalty”. 

Replace progressive cantonal corporate taxes with 
proportional taxes and abolish capital taxes. Remove 
taxes on the issuance of equity and debt securities. 

No action with respect to progressive cantonal 
corporate taxes and cantonal capital taxes. The 
stamp duty on the issuance of debt securities was 
abolished in March 2012. The elimination of the 
stamp duty on the issuance of equity is being 
discussed in Parliament. 

Limit the tax deductibility of interest expenses of 
households from personal income tax to mortgage 
interest on rental housing and phase out the deductibility 
of other interest payments. Remove the taxation of 
implicit rents of owner-occupied housing.  

None. 

Remove tax advantages for early withdrawal of 2nd and 
3rd pillar pension fund assets for mortgage repayment. 

None. 

Start taxing capital gains on households’ financial assets. None. 
Stop earmarking real estate tax revenues for public 
infrastructure development in residential areas. Consider 
assigning real estate tax to municipalities in full and 
limiting local governments’ capacity to levy personal 
income tax. 

None. 

Abolish the lump sum tax regime for rich individuals who 
are not economically active in Switzerland. Subject all 
residents to standard personal income taxation. 

Lump-sum taxation has been abolished in a number 
of cantons, while others have decided to maintain it 
but with stricter rules. More stringent measures and 
increasing the assessment basis will apply from 2016 
for the Confederation and the cantons. A popular 
initiative calling for lump-sum taxation to be 
abolished throughout Switzerland entitled “Stop the 
tax privileges for millionaires (abolition of lump-sum 
taxation)” was submitted in October 2012. 

H. HOUSING 

Remove restrictions on the setting of a new rental price 
when a new tenant moves into a dwelling.  

None. 

Ensure that yearly rent increases for existing tenants can 
at least compensate for inflation, regardless of contract 
duration. Allow rent adjustment to market prices for 
incumbent tenants over longer periods, while protecting 
them against high increases over short periods. 

None. 

Review construction norms so as to reduce costs. 
Harmonise local and cantonal regulations. Do not require 
firms to pay the wages for certain professions prevailing 
in the canton of the construction project. 

A working group to review construction norms was 
established, as is a concordat to harmonise certain 
regulations. To date 13 cantons have joined the 
concordat and more are preparing to join. 

I. REDUCING GREENHOUSE GAS EMISSIONS 
Increase the CO2 levy in line with the national greenhouse 
gas emission reduction target. 

The revised CO2 Act (covering the period to 2020) 
maintains the CO2 levy on heating and process fuels. 
Since the 2012 target for heating and process fuels 
was not met, the CO2 levy on heating and process 
fuels will be increased from CHF 36 to CHF 60/tonne 
as from January 2014. Further increases are possible 
in 2016 and 2018. 
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Raise the transport fuel tax, combined with the 
introduction of a variable congestion charge that would be 
higher in geographical areas under stress and periods of 
peak demand. 

In June 2013 the Federal Council sent a proposal to 
public consultation to set up a "National Motorway 
Network and Urban Transport Fund" (NAF) at 
constitutional level and to increase the transport 
fuel surtax. Also, the Ministry of the Environment, 
Transport, Energy and Communications is preparing 
a concept report on "Mobility Pricing". It will 
elaborate pricing options across all modes of 
transport.  

Feed proceeds from car-related taxes and charges into the 
general budget. 

Earmarking is regarded as tried and tested. In fact, 
the above-mentioned NAF proposal foresees greater 
earmarking of transport-related revenues in order to 
close the future funding gap for transport 
infrastructure. 

Base the definition of energy-saving renovations and the 
extent to which rents can be raised on clearly defined 
criteria. 

The authorities believe that the Ordinance on the 
Rental and Leasing of Residential and Business 
Premises (Art. 14) contains clear criteria. 

Continue efforts to link the Swiss emissions trading 
system with the EU system. 

Switzerland and the EU are in formal negotiations to 
link their respective emissions-trading schemes, 
with a fourth round of high-level talks in 
summer 2013. Both sides hope to conclude technical 
aspects by year-end. 

Require Swiss firms to either pay the CO2 levy or 
participate in the emissions- trading system. 

No action considered necessary. The revised CO2 
legislation maintains the option for energy-intensive 
companies from certain sectors (with a high ratio of 
CO2 levy to value added and facing strong 
international competition) to be exempted from the 
levy. In return, they need to commit to emissions 
cuts. Large, energy-intensive companies are obliged 
to participate in the emissions-trading system (ETS). 

Set emissions targets in the form of binding emissions 
caps that are valid for the industry as a whole. The 
government should also gradually auction emissions 
allowances, in line with the EU ETS. 

The revised CO2 legislation sets binding absolute 
emissions targets, based on the cap-and-trade 
principle. Only the quantity of emissions allowances 
required for CO2-efficient production are issued for 
free to firms participating in the ETS. This quantity 
is calculated on the basis of benchmarks (consistent 
with EU benchmarks). In line with EU ETS 
regulations, Switzerland will auction the remaining 
emissions allowances. 

Prohibit dominant positions that impair competition in 
the Swiss ETS. 

In the revised CO2 law, emissions allowances can 
only be used by firms within the ETS. Non-ETS 
companies are not allowed to meet their emissions-
reduction targets with ETS allowances. This reduces 
past problems with market power in the Swiss ETS. 
However, dominant positions of bigger market 
players might remain a problem, given the small 
market. A link with the EU ETS would attenuate it. 

Introduce stricter monitoring of the internally financed 
international emissions-reduction projects, either 
domestically or through stronger co-operation with the 
UN or the EU. 

The revised CO2 legislation specifies quality 
requirements for the recognition of emission 
reductions achieved abroad. The requirements have 
to at least ensure that reductions are additional, that 
they contribute to the sustainable development of 
the partner country and that they have no negative 
social or environmental impacts. Since the quality of 
emissions savings varies by project type, the 
ordinance lists the types of projects that are not 
recognised. 
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Further reduce input- and output-based agricultural 
support, and target remaining support at those activities 
with the highest potential for environmentally friendly 
production processes. 

The Agricultural Policy 2014-17 will enter into force 
1 January 2014. At its core is a new direct payments 
system with less production-linked payments and a 
coherent focusing of all payments on common 
goods. It includes incentives for environmentally 
and animal-welfare-friendly production processes. 

Combine this with the introduction of a levy on 
emissions- producing inputs, e.g. on fertilisers. 

No levies on emissions-producing inputs have been 
imposed, but extra support for resource-efficiency 
programmes and renewable energy investment. 
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Chapter summaries 

Chapter 1. Policies for sustainable long-term growth 

Switzerland has a well performing economy that has relied on utilising its human and 
physical capital resources extensively in order to maintain a high standard of living. 
Moreover, with a strong budgetary position and low public debt, it is well positioned to meet 
the challenge of achieving sustainable long-run growth. The outward-looking focus of the 
economy brings dynamism. However, labour productivity growth has lagged that of peer 
countries over recent decades and the level of multifactor productivity is well inside the 
international frontier. The lack of competition in the domestic sector remains a 
considerable barrier for growth, while trade intensity could be improved. Innovation and 
entrepreneurship are also areas in which Switzerland has a mixed record. While there is a 
high level of spending on research and development by both business and government and 
of patent and trademark activity by Swiss-based firms, entrepreneurship is lagging, with 
low numbers of start-ups and significant administrative barriers to business formation. 
Policies need to be refined to smooth the way for small, high-growth enterprises to bring to 
market new products and services, and to create jobs. In the long term Switzerland is 
expected to continue to rely on a growing population to drive growth, most of which will 
take the form of immigrants. While, the labour market integration for immigrants in 
Switzerland is highly favourable by international comparison, measures need to be 
reinforced to fully utilise the entire pool of available labour. In particular, this means 
putting in place measures that improve the educational performance of all recent migrants 
and their children, as well improving opportunities for a greater role for women.  

Chapter 2. Women’s role in the economy 

Swiss women are now as well educated as their male counterparts. However, progress 
remains to be made in the job market where both the supply and price of female labour are 
below that of men. While the participation rate for women is high and rising, it is offset by a 
heavy incidence of part-time work, reflecting both personal preferences and factors that 
limit their labour supply. The lack and high cost of childcare options for parents, as well as 
burdensome marginal income tax rates for second earners, create disincentives to work 
more. A falling but persistent net (i.e. unexplained) wage gap of about 7% in favour of men, 
coupled with under-representation of women as managers and entrepreneurs, further 
reduce the incentive for women to take full advantage of their high levels of human capital. 
Priority should be given to removing those barriers by increasing public spending on 
childcare and out-of-school-hours care at the cantonal and municipal levels. Existing 
regulations regarding childcare provision should also be investigated to see whether a 
broader range of price and quality childcare options is feasible. The implicit tax penalty for 
married women should also be removed, as the Federal Council is currently considering. 
More flexibility in working arrangements could further alleviate women’s cost of reconciling 
work and family life. For instance, facilitating flexi-time, annualised hours, job-sharing, 
part-time and telework options for both women and men, and creating paternity and/or 
consecutive, take-it-or-leave-it parental leave could facilitate transition in and out of the 
labour market. Increasing competition in product markets should help reduce the wage gap 
by replacing old habits with the hunt for talent regardless of gender. Finally, a corporate 
governance code in favour of a more equal representation of women in leadership 
positions, and setting ambitious quantitative targets for women on boards combined with 
the “Comply or Explain” practise, or quotas, should help remove the so-called glass ceiling.  
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