5.  LEADING SECTORS FOR U.S. EXPORTS AND INVESTMENT
1. TELECOMMUNICATION SERVICES (TES)

Switzerland's industry, service and business sectors rely on fast, efficient telecom services with the United States and the rest of the world. More than 600 U.S. companies maintain international European headquarters or subsidiaries in Switzerland. A similar number of Swiss companies operate in the United States. This high level of cross investment requires a highly developed telecom infrastructure for global business.  

In addition to voice services, other areas of opportunity for U.S. operators include: intranet, electronic mail, teleconferencing, the leased line business, data transmission, voice and image compression, frame relay, virtual private networks, outsourcing, mobile and radio services. Internet services, workgroup productivity software and private operator networks are other driving forces in this sector. 

The telecommunications equipment and services market in 2002 grew by 1.0%; adjusted projections for 2003 run at 4.5%. Mobile services and broadband Internet access continue to drive the market, though most investments are in voice. The country’s fixed line and mobile telecommunications market in 2001 generated total sales in excess of US$9.3 billion, a 5.1% increase over the previous year accompanied by a 2.8% drop in operations costs. The 78.2% rise in telecom providers’ investments to approx. US$4.25 billion, though spectacular, reflects mostly one-time, extraordinary items. 

Further to its 1998 liberalization of most areas of the domestic telecommunications market, the Swiss federal government on April 1, 2003 decreed that Swisscom must also give up its last monopoly, the “Last Mile” in fixed-line telecommunications. However, the incumbent has contested the decision and a final word is not expected before 2005, effectively leaving it in control of pricing and technology. In the meantime, Swisscom’s main competitor in broadband internet access services, Cablecom, launched its cable telephony service as a cable-based alternative to the incumbent’s monopoly on the copper wire. In its current trial phase, cable telephony is available to a limited number of users but its low rates and “plug’n’play” usability are expected to make it a success.

63% of the Swiss population between 14 and 74 is online, second only to Sweden. 10% now have broadband Internet access, placing the country fifth in IDC’s 2003 Information Society Index (ISI). Swisscom’s successful testing of ADSL service via aboveground phone lines will make the technology available to 95% of the country’s 3.8 million subscribers (of a total population of 7.2 million). In May 2003, Swisscom Fixnet Wholesale announced that a combined 290,000 ADSL subscriptions had been sold. ISP leader Bluewin (Swisscom) has cornered more than 55% of the market; its nearly 20 competitors simply resell Swisscom’s wholesale product. For businesses, only a few ISPs offer fixed IP addresses. In January 2003, Swisscom launched its symmetric 512 kbit/s broadband product, albeit via ADSL. Also in 2003, 1- and 2 kbit/s connections are limited to business customers for file up- and download, in-house VoIP (Voice over Internet Protocol) telephony, and videoconferencing. By contrast, 60% of home users are happy with 256 kbit/s, another 35% settle for 512 kbit/s. In an effort to mend its much-criticized practice of billing for higher data throughput than is actually delivered, Swisscom Fixnet Wholesale is upgrading the performance of its broadband network infrastructure in cooperation with its supplier, Alcatel.  From August 2003, ISPs will resell two ADSL products for home users with a net performance of “300/50” (kbit/s download/upload) and “600/100”, respectively. Businesses have had a choice of “512/512”, “1024/512” and “2048/512” packages, to be renamed for actual performance by the end of 2003.
ADSL’s fast rise puts the pressure on less widely available cable Internet access. 37% of the Swiss population or 77% of all households have cable TV. With its 135,000 mostly metropolitan “Hispeed” subscribers, NTL-owned Cablecom controls 50% (some 1.1 million subscribers) of a cable market of some 40 mostly regional cable providers. In June 2003, Cablecom and its creditors reached an agreement that cuts the cable provider’s debt burden (incurred when the company was purchased by NTL and ‘inherited’ as part of the cost) to less than half, or approx. $2.7 billion. Cablecom’s majority owner now is a consortium of investors led by Apollo, Goldman Sachs and George Soros.

Swisscom and Orange launched Public Wireless Local Area Network (PWLAN) services on December 2, 2002. Swisscom has installed 100 hotspots in airport terminals, train stations, conference centers and hotels. The incumbent has also acquired two foreign companies for its newly incorporated European operation, Swisscom Eurospot. Domestically, Swisscom effectively controls the market and is able to draw on its large cash reserves to invest in PWLAN. Mainly used by and priced for business travelers, PWLAN’s prospects in Switzerland should benefit from more attractive pricing, more widely usable, standard debit cards, and the spread of WLAN-enabled mobile phones, PDAs and other portable devices smaller than a laptop computer. By contrast, WLAN for home and office use is already quite popular. Growing awareness of the networks’ vulnerabilities drive the market for security hardware and software.

In the mobile telecommunications market, there were 79 activated subscriptions per 100 inhabitants at year-end 2002, 9% more than in 2001. Three providers operate their own GSM (Global Standard in Mobile Telecommunications, 2nd Generation, 900 and 1800 MHz) networks, while three others (Tele2, Net t and Telefónica’s 3G Mobile) have a license each to offer services via third-party networks. At year-end 2002, Swisscom Mobile, Sunrise/TDC Switzerland and Orange Communications controlled 63%, 20% and 17% of the market, respectively. These market shares have changed little since 2000 when Swisscom’s competitors had been operating for a year. Combined, the three’s subscriber base grew by 13.7% to 5.3 million users by year-end 2001, and by 9.4% to 5.8 million in December 2002. The three operators grossed some US$3.64 billion in 2002. The high average monthly revenue (ARPU) of over $50 is partly due to a smaller share of prepaid customers (40-42%), generally higher prices in Switzerland, and on average longer calls. In 2001, mobile telecom subscriptions outnumbered fixed lines for the first time. SIM card statistics suggest that 80% of the population own a cell phone. Mobile telephony infrastructure in 2001 attained coverage of 80% of the terrain, and of 99% of the population. Ericsson, Nokia, Siemens, Alcatel, Ascom and ABB are the largest suppliers of infrastructure equipment. For reasons of economy, a difficult terrain as well as strict environmental and health regulations, the three operators share about a third of all base stations.

Mobile data services as yet account for only a few percent of total sales. Short Message Service (SMS, up to 160 characters) has been the most successful product by far. Most users make do with voice and SMS services. On January 1, 2003 alone, some 60 million SMS messages were sent in Switzerland. Three billion messages were sent in 2001, more than half of all the connections made from mobile handsets, and 187.3% more than in 2000. 11 million short text messages are sent daily. Wireless Application Protocol (WAP) services were used 13 million times in 2001, a 116% increase over 2000, and users spent 45 million minutes, or 181.3% more than in the previous year. WAP had a bad start in 1999 when extensive marketing hype contrasted with a lack in relevant contents, insufficient user friendliness, slow transmission rates and a complicated configuration required on handsets. General Packet Radio Service (GPRS, 2.5G) is offered by all three operators, while High-Speed Circuit Switched Data (HSCSD) service is available from Swisscom and Orange only. 
Multi Media Services (MMS) were officially launched on October 1, 2002. Users pay four to five times the rates of SMS to exchange or download color photos and audio files, and to play online games. MMS has been adopted by a small group of business users but young and affluent consumers are expected to take it up once service quality improves and MMS handsets become compatible, more affordable and more easily available. Combined sales of entertainment services via mobile phones - logos, ring tones, SMS and MMS services - in 2002 totaled CHF80 million (approx. $53 million), double the proceeds of the previous year. Just under 25% of mobile phones in Switzerland have a high-resolution color screen.
Four third-generation (3G or Universal Mobile Telecommunications Services, UMTS) mobile licenses were auctioned in late 2000 at just over $31 million each, an average of $17 per user. One license is back on the market as its holder, 3G Mobile of Spain’s Telefónica, withdrew in 2002. Orange and Sunrise (TDC Switzerland) plan to launch UMTS service in 2004. Swisscom in the fourth quarter of 2003 is going to roll out UMTS data service for business users, based on PCMCIA cards for laptops. Swisscom’s consumer market can expect UMTS voice and data services in the first half of 2004. Until then, each of the three operators will invest over $666 million into their respective WDCMA-standard networks. Data traffic pricing should compare to today’s MMS rates. With only two UMTS handsets on the market and virtually no attractive applications available, the Federal Communications Commission (ComCom) has relaxed the original licensing conditions to 50% country coverage each by year-end 2004. 
DATA TABLE: Telecommunications Services (in U.S. $ millions)

	
	2001
	2002
	2003

	Total Market Size
	6,462
	6,700
	7,000

	Total Market Production
	5,250
	5,440
	5,700

	Total Exports
	810
	840
	880

	Total Imports
	2,022
	2,090
	2,190

	Imports from the U.S.
	630
	640
	670

	Exchange Rate Used USD 1 = SF
	1.60
	1.50
	1.40


NOTE: The above statistics are unofficial estimates.


2. TRAVEL & TOURISM SERVICES (TRA) 

Swiss tourism to the United States continued to decrease in 2002. It is expected to hit an all time low of some 254,000 visitors in 2003, down from over 400,000 visitors three years ago. The decrease is the result of a combination of “negative factors” starting with the terrorist threat, the Iraq war and, in particular, the economic downturn and Swiss unemployment.  Unemployment is at 3.9 percent, which is high by Swiss standards.  Although the U.S. is not directly affected, SARS was an additional, significant disincentive for people to travel. The ongoing discussion about the chances of survival of Swiss International Airlines (successor of Swissair) also has not been a source of inspiration for potential travelers. Recent polls indicated that more Swiss than ever are planning to spend their 2003 vacation within their country.  

Despite this rather bleak picture, the travel industry is hoping for a slight recovery in the second half of 2003. Lower prices and a dollar that has gone below 1.3 Swiss Francs (down from 1.7 Swiss Francs) may make the U.S. a favored destination again.  Airfares remain low due to the high competition between the carriers.  Swiss, Delta, AA and Continental are providing direct service to New York, Newark, Boston, Chicago, Washington D.C., Atlanta, Miami, Dallas/Ft. Worth and Los Angeles. Off-line carriers managed to break into the market by offering low cost connecting flights to their hubs in Munich, Frankfurt, Amsterdam, Paris and London.  Lufthansa, KLM and Air France have been particularly aggressive and are reporting growing numbers of Swiss passengers.  Additionally, large tour operators such as Kuoni and Hotelplan are renewing charter flights and addressing the U.S. demand for additional security. 

The much weaker dollar and the insecurity due to SARS in Asia may be working in favor of the U.S. in the year to come. The high purchasing power of the Swiss Franc will make the U.S. a shopping paradise. Studies (language studies, MBA’s, post graduate programs) will again become very attractive. The combination of these factors and first signs of an economic recovery seem to indicate a substantially better situation in 2004.

	DATA TABLE : Travel and Tourism , in U.S. $ millions



	
	Year
	Year
	     Year (est.)
	Proj. growth (est.)

	
	2001
	2002
	2003
	2004-2006

	Incoming tourism
	7,988
	7,586
	7,208
	1-1.5   %

	Outbound tourism
	6,302
	6,142
	5.865
	   2-3    %

	U.S. market share
	1,098
	1,012
	   948
	   3.5-4 %

	Exchange rates
	1.4
	1.4
	 1.4
	1.4


Estimated future inflation rate     1 %

NOTE: Above statistics are partially derived from TIA statistics, the Swiss National Tourist Office, two major local tour operators and the trade magazine Travel Manager. 

3. SPORTING GOODS (SPT)

The Swiss summer and winter sporting goods and sportswear market accounted for approximately SFr. 1.9 billion ($1.35 billion) in sales according to the Swiss sports retailer association. Considering the size of Switzerland's population (7 million), annual sales of SFr. 1.9 billion in sporting goods represents a tidy sum.  This amount excludes bicycles and sports related services such as rentals and repairs.  Experts in retail, distribution, associations and trade journals believe there is a limited but good potential for growth in niche sectors. 

The table below provides an overview of the total sporting goods market of SF 1.9 billion divided into the various sports categories:

	Market share in % by sports category
	

	- Ski sports
- Outdoor
- Running/Fitness
- Snowboard sports
- Team sports
- Racket sports
- Water sports
- Inline skates
- Golf
- Diverse


TOTAL 
	27 %
19 %
12 %
9 %
6 %
6 %
6 %
4 %
3 %
8 %


100 %


Distribution Channels:

Total retail floor space for sporting goods grew again in 2002 with large chains expanding.    Migros, the largest consumer goods chain in Switzerland, opened four more of its SportXX stores to 18 stores; the department store “Manor” expanded their Athleticum chain to 15 stores; the Ochsner-Sport chain has 53 stores. These three sporting goods companies/divisions, non-existent10 years ago, increased their market share to approximately 25%, whereas the buyer organizations and smaller stores lost some market share.  In addition, new distribution forms such as e-commerce and outlet factories continue to enter the market (there are now three outlets in Rümlang, Aubonne and Mendrisio). The total industry growth of 3% was mainly absorbed by the above mentioned three chain stores. Switzerland counts approximately 1670 sporting sales points of which 1,200 are specialty sports and trend shops, 250 sports outlets in department stores, as well as almost 220 outlets specializing in sportswear apparel, and traditional shoe stores selling athletic footwear and accessories.  Switzerland has one of the tightest networks of sporting goods retailers in Europe and is now regarded as over-saturated.  

Market share by product segment:

Equipment/Accessories:  36 %

Sports apparel:  35 %

Sports shoes:  29 %

Winter sporting goods:

Although skiing equipment is still performing well and generating the highest sales, the sales of carving skis have dropped slightly.  Sales of ski boots increased slightly and good potential exists for soft boots for skiers.  Snowboard and peripherals (boards, boots and bindings) as well as the sales of ski and snowboard apparel reported a small decrease in sales.   Cross-country skis and ice hockey equipment again decreased slightly.  The rental business and the growing sales of accessories, such as glasses, gloves and helmets are industry segments showing healthy signs of growth.  

Summer sporting goods:

Sales for outdoor equipment, apparel and footwear for running, walking and Nordic walking are rising, whereas the sales of scooters, skateboards and in-line skates decreased again due to market saturation.  Another decrease was also reported in the tennis racket sales. The sales of summer sportswear remained stable with a strong demand for high-tech materials, such as "Coolmax", "Tactel" and "Windstopper" and new "tan thru" swimwear apparel.  More and more Swiss consumers like to wear functional sportswear not only for sports activities but also at work and leisure. Another very promising area for the sporting goods industry is golf with an increasing availability of public golf courses, up from 38 to 76 in ten years.

U.S. made sporting goods are well-respected for quality and enjoy a reputation for good value, although there is strong third country competition from Austria, Germany and France.  Swiss domestic production is very small.  Both retailers and consumers perceive that most trends originate in the U.S., (e.g. mountain bikes, skateboards, in-line skates, snowboards, carving skis, brand name sports apparel).  Therefore, Swiss distributors and retailers regularly attend U.S. pavilions at the summer and winter ISPO sporting goods and apparel trade exhibitions in Munich, Germany.                                 

	DATA TABLE: SPORTING GOODS
	In U.S. $ millions (retail prices)

	
	2002
	2003
	2004

	A) Total Market Size
B) Total Local Production
C) Total Imports
D) Total Exports
E
Imports from U.S.

Exchange Rates Used: $=SFr
	1300

78

1522

300

112

1.4
	1350

81

 1592

323

116

1.4
	1400

84

1656

340

120

1.4


It must be taken into consideration that the Swiss Federal Customs Office refers to the supplier country and NOT to the country of origin when publishing import numbers. Many U.S. sporting goods manufacturers maintain a warehouse somewhere in Europe from where they serve the Swiss market.  The actual U.S. share is approximately 15%.

NOTE: Above statistics are unofficial estimates

4. COMPUTER SOFTWARE (CSF) 


U.S. software products enjoy an outstanding reputation in Switzerland. Software solutions aiming to increase productivity, automating transaction processing, and laborsaving operations are in great demand. Desktop, personal computer, portable computer (including PDA), and data communication applications continue their popularity.  Switzerland's mechanical engineering, chemical, and precision instrument industries, as well as the service sectors (tourism, banking and insurance), rely heavily on effective software solutions. Only through adequate systems and software will the Swiss be able to maintain, and possibly increase, their productivity and competitive edge overseas.


Switzerland ranks seventh among the top ten nations in IDC’s (International Data Corporation) 2003 Information Society Index (ISI) of 53 countries, ahead of the United States, Austria and Canada. In 2002, this alpine nation spent 3.5% of its GDP on information technology, of which it invested 22% in computer software. The IT industry is one of Switzerland’s five largest employers, ranking third in value after the pharmaceutical and financial industries. Despite its 0% GDP growth forecast for 2003,  Switzerland still spends over $33 million a day on IT and as much as 4.5% growth is projected for this year, to a total of $9 billion.

Investments are increasingly determined by ROI and by their contribution to companies’ competitiveness. Swiss IT managers’ top-priority projects in 2002 included enterprise management issues around optimizing environments and improving usability and performance. System integration – large banks, for instance, are thought to use approximately 6,000 different IT products – is the main driver for middleware, web services, and other system software. Web services have so far been used in intranets and virtual private networks (VPNs) only, i.e. behind firewalls. VPNs are increasingly popular due to improved security, lower cost, and growing broadband access.

Countering the trend in Europe and beyond, Swiss companies in 2002 invested over 7% more in storage hardware and software products than in the previous year, spending a total of approx. $800 million. Analysts expect sustained growth for 2003, at up to 10%, though mainly for storage software as the pressure to consolidate and cut costs leaves many buyers with heterogeneous storage environments.

IT services in 2002 generated over $3 billion in sales, a mere 1.75% growth over 2001 as excess capacity in consulting and system-integration services have led to a price squeeze. Still, IT services should benefit from the launch of new applications and the consolidation/integration of existing IT infrastructure, networks, and IT security. 

Continuing pressure to reduce costs and to concentrate on core business will promote IT outsourcing, though it is expected to be selective and driven by quality considerations as much as by cost. For example, only 10% of Switzerland’s approx. $850 million call center business is currently outsourced, but this segment should continue to do well.  Many companies are thought to have underestimated the cost of taking calls themselves, and market liberalization, an important driver of call-center growth in the nineties, is soon to hit more sectors, such as utilities (water and power). In healthcare, hospitals outsource certain IT services in critical areas that require specialized know-how; ICT is used in patient administration, radiology, etc. Customization is as important as is compliance with data privacy laws.

As much as one-third of corporate IT budgets is now spent on security hardware and software, with e-commerce and B2B driving demand for public-key infrastructure (PKI) and single-sign-on (SSO) solutions. Ever-pervasive IP networking drives demand for anti-virus protection, firewall hard- and software, and intrusion detection systems (IDS). The availability of broadband Internet access is widely considered the most important factor for the sale of Virtual Private Network (VPN) hardware and software. Covering all integrated VPN/firewall software products, the VPN software market in 2002 grew faster than that of mere firewalls.

As many governments elsewhere, Switzerland is debating the benefits of open-source vs. Microsoft Windows products for its public offices. The Swiss Supreme Court and the Institute for Viral Prophylaxis are the first public entities to use Linux systems and the StarOffice/Open Office applications software suites. As one of the very first governments worldwide, the Canton of Geneva has issued open source software kits to citizens who prefer filing their tax returns electronically; the CD-ROM also includes a Linux OpenOffice application suite. On a national level, the IT strategy office of the Swiss federal government (ISB) is in charge of coordinating the selection and deployment of new IT in government offices, and is planning to present its open-source strategy on September 1, 2003. Whether the government continues using Windows products or switches to Linux, it will insist on a single platform for all departments and offices in order to ensure a smooth and efficient exchange of documents and data. A final decision is not expected before 2005.

Overall, the business software market is shrinking for the first time after years of double-digit growth. Now more than ever, Swiss buyers expect their suppliers to have a long-term perspective and to provide consistent, reliable support and updates. Products are selected for their practical use, not for proliferating technical features. Especially for small and medium-sized companies (SMEs), which account for over 90% of Swiss businesses, a product’s immediate return on investment is crucial.


DATA TABLE: Computer Software in U.S. $ millions

	
	2001
	2002
	2003

	Total Market Size
	5,220
	5,230
	5,400

	Total Market Production
	1,780
	1,784
	1,843

	Total Exports
	650
	651
	672

	Total Imports
	4,090
	4,100
	4,235

	Imports from the U.S.
	3,100
	3,106
	3,208

	Exchange Rate Used USD 1 = SF
	1.60
	1.50
	1.40


NOTE: The above statistics are unofficial estimates.

5. ARTWORK (ARW)

In the last few years Switzerland has become a significant venue for fine art. Not only new museums and galleries contribute to its appeal but a very vivid art scene with internationally known art dealers and Maecenas (generous patrons) from Swiss industry boost the international trade in art, especially between America and Switzerland.  The Art market in Switzerland is of the fifth rank worldwide with 2.7% on the global index. 

Statistics for Art and Antiquities (oil-painting, water color, collage, original engraving, sculpture, antiques) exported from America to Switzerland vary every year with a maximum variation of plus or minus 15% from the previous or succeeding year. 

In sharp contrast to year 2001, when America exported to Switzerland art works and antiquities for $607 million, year 2002, due to the declining economic situation, slipped to $313 million.  This compares favorably, however, with the value of art imported from the fifteen countries of the European Union (EU), which totaled $432 million.

The total import of Arts and Antiquities by Switzerland in year 2002 was $768 million. Set against the import figures for art from the U.S., they show that 41% of the worldwide art trade imported to Switzerland comes from the United States!  But all imported art does not remain here and much of it is sold to all other parts of the globe.  The Swiss export figure for Art for year 2002 was $702 million of which nearly half was exported to the U.S.

Together with the US, Great Britain, France and Germany, Switzerland belongs undoubtedly to the worldwide Art market leaders and has the tightest net of museums and collectors. In addition to this, Swiss art dealers are aware of and make use of the attractive legal and economic circumstances, such as the central and geographic situation, the high quality of the Swiss infrastructure, well-established international contacts, numerous private and public collections, uncomplicated customs bureaucracy, very advantageous tax conditions, banking secrecy and legal regulations in particular. 

All these advantages are a great encouragement for international art dealers to choose Switzerland as their country of transaction.

Moreover, the 3 international auction houses (Christie’s, Sotheby’s and Philipps) have been established since 1960 in Zurich and Geneva.  According to Mr. Simon de Pury, ex-president of Sotheby’s Europe, auctions in Geneva are 80% - 90% frequented by international clientele. 
Besides, Switzerland is hosting the world’s most important art fair, the ART. Over the years, ART has become the international indicator of current positions and trends.  
Art prices at Art Basel and Art Basel Miami Beach start at a few thousand dollars for multiples and reach to multi-million-dollar museum-quality masterpieces.  At Art Basel in May 2002, 55’000 art collectors, museum representatives, artists and art aficionados from around the globe visited the show.  Almost 25% of the 268 exhibitors and world-leading galleries are exhibitors from America, especially New York. 

	DATA TABLE : Artwork in U.S. $ millions

	
	Year 
	Year
	Year (est.)
	Proj. growth (est.)

	
	2001
	2002
	2003
	2004-2007 

	A. Total Market Size
	780
	718
	732
	2%

	B. Total Local Production
	410
	652
	658
	1%

	C. Total Exports
	713
	702
	716
	2%

	D. Total Imports
	1083
	768
	791
	3%

	E. Imports from the U.S.
	607
	313
	322
	3%

	Exchange rate $ = SF
	1.4
	1.4
	1.4
	


NOTE: The above statistics are unofficial estimates. 

As many cultural objects are stored in customs storage facility (bonded warehouse), importation is not considered in these figures; in other words, they are not listed on custom statistics.

6. E-SERVICES


With close to four million Internet users, Switzerland in per-capita use ranks behind only the United States and Sweden, and is far ahead of its neighbors France and Germany. More and more providers are abandoning free-access Internet services, a trend supported by businesses and consumers willing to pay for consistent and reliable service. While most users remain dial-up customers charged per minute, the demand for ADSL and cable Internet services is rising. 

The number of Swiss-based internet hosts (“.ch”) increased by 29% between July 2001 and July 2002, according to the Internet Software Consortium. Clearly, this quota does not include websites of companies and individuals in Switzerland whose domain name does not end in .com, .net, .org, etc. Indicating strong growth in Swiss Internet infrastructure, Netcraft in July 2002 counted 21 web servers per 1,000 inhabitants, a 35% growth over the previous 12 months. In parallel, secure web servers, i.e. IP-networked computers whose server application supports both the HTTP protocol and SSL (Secure Socket Layer) and that are an important indicator of e-commerce growth, tallied 214 per 100,000 inhabitants, an increase of 13.5%.

Online banking in Switzerland Is highly standardized and very well established with businesses and consumers. It is a free service and is taken for granted. Even small banks offer it and the content is mostly the same; not much innovation is expected. Mobile banking is not expected to play any significant role in the near future.

Top uses for Swiss surfers are using email and searching for specific information (56%).  B2C e-commerce is expected to grow to nearly $4 billion, or approximately 7% of total retail sales. Of the Swiss population, the German-speaking part (approx. 70%) alone counts 2.3 million Internet users, over 60% of which have been shopping online. The most popular online purchases include books, clothing, tickets, and travel. In 2002, 5% of Internet users in Switzerland shopped online. As much a bow to an established custom as it is a response to consumers’ security concerns, invoicing and offline payment is widely available to domestic buyers. To address the demand for secure online transactions, major credit card companies via their local card issuing partners are deploying new security standards and products to be used by online merchants as early as 2003.


Despite a slight drop in the number of companies procuring online, the total value of B2B e-commerce in 2002 grew by 77%, to some $16 billion, or over 5% of all purchasing of goods and services. Swiss companies use online procurement to accelerate and streamline business processes and to optimize their supply chain and internal processes. On the whole, companies invest in security, the intranet, services (such as web-enabled process optimization), storage, mobile internet, integration of conventional IT and the internet, content management, CRM, ERP, networking, and web publishing. Initially the domain of large corporations, e-commerce is being embraced by more and more of Switzerland’s 300,000 small and medium-sized enterprises (SMEs). 

Application service providers (ASPs) stand to sign clients among 22% of Swiss companies, according to a recent survey by MSM Research. In 2002, total ASP turnover amounted to roughly CHF170 million (approx. $113 million), 15.2% more than in the previous year. The concept of software applications being hosted is more and more widely accepted, the survey found, and good experiences with early projects are helping to spread the word. 

DATA TABLE: e-Business and Internet expenditures of Swiss companies
in U.S. $ millions

	
	2001
	2002
	2003

	Total Market Size
	720
	724
	739

	Total Market Production
	480
	483
	493

	Total Exports
	105
	110
	112

	Total Imports
	345
	347
	354

	Imports from the U.S.
	180
	181
	185

	Exchange Rate Used USD 1 = CHF
	1.60
	1.50
	1.40


NOTE: The above statistics are unofficial estimates.

7. EDUCATIONAL SERVICES, EQUIPMENT AND SUPPLIES

In spite of what some Swiss Parliamentarians called one of the worst budgetary situations ever, education remains a high priority in Switzerland.  Not only will education and science/research be escaping the axe of the Ministry of Finance. Their budgets will be allowed to grow by 5 percent over the next four years.  Switzerland has been spending 5.88 % of its $300 billion GDP on education, ranking the country third on a per capita basis after Sweden and France.  


Switzerland has a rather impressive research program, of which universities and similar institutes are conducting a considerable part of it. It is difficult to draw a clear line between research and education/studies since students are conducting much of the R&D. As a result, a rather significant part of the R&D budgets at universities are serving a double purpose. Swiss Parliament is about to approve the highest research budget ever for the years 2004-2007. A total of over $12 billion are expected to be allocated mostly to universities and similar institutes (Fachhochschulen). This will be representing a 21.9 percent increase over the previous period. The nine major universities in the country and the Federal Institutes in Zurich and Lausanne (including Paul Scherrer Institute/PSI) will be the main beneficiaries.  Higher education has also been given a boost by the consolidation of 26 former engineering schools into 18 new technical universities (Fachhochschulen).

A growing number of Cantons (states) have been introducing English language classes at an early stage, in addition to the three official Swiss languages (German, French, and Italian). This step will certainly lower one hurdle of the Swiss educational market to potential American manufacturers/suppliers.  English also is used often for corporate training and in R&D.  The use of the web is widespread with 48% of the Swiss households having access to the Internet.  E Learning is also picking up students rapidly, offering new opportunities to U.S. companies. The first relevant trade show for this segment of the industry is “E-Education” and it will be held in Lucerne, Switzerland from May 26-28, 2003.

Investments in equipment such as laboratory instruments, scientific models, audio-visual systems, PC’s, software and similar items represent about 19% of the total budget for universities. At pre-university level, 11% of the budgets (including educational toys, professional tools, machinery for trade schools) are spent for educational equipment and supplies. Some $700 million were made available in 2001 to bring Internet services to all schools between the grades 3 and 9.  The main co-sponsors of the program include major U.S. computer companies such as IBM and Microsoft as well as Swisscom, the main Swiss telecommunications company. 

A special but growing market niche is simulation.  Switzerland’s land mass creates an ideal market for simulators as training tools.  The army, for example, uses numerous types of simulators to train individual soldiers in combat from aircraft to tanks.  There is also an attractive market for first-aid training aids. The countrywide first-aid network (Samariterverein) and the Swiss civil defense organization are prime buyers. This particular market segment, which is not covered by below figures, is estimated at $150 million per year over five years. 

Product groups with good prospects include educational services (including studies in the U.S) for language and corporate training, e-learning/distance learning, PC based educational courses, network software, PCs and peripheral equipment, laboratory instruments and systems for physics, chemistry, biology and medicine, AV equipment, simulators, first-aid training devices, physical fitness equipment, games, toys and books.

	DATA TABLE: Educational Services, Equip, Supplies                 (in U.S. $ millions)  

	
	Year
	Year
	Year (est.)
	Proj. growth (est.)

	
	2001
	2002
	2003 
	2004-2006 

	A. Total Market Size
	1,190
	1,201
	1,202
	  0.5-1%

	B. Total Local Production
	  947
	950
	950
	  2%

	C. Total Exports
	  440
	438
	441
	1.5%

	D. Total Imports
	  683
	689
	693
	  1.5%

	E. Imports from the U.S.
	  152
	152
	155
	  2%

	Exchange rate $ = SF
	   1.4
	   1.4
	1.4
	


Please note:  Data were obtained from the Swiss Statistical Office, Swiss Science Council, Swiss Federal Office for Science and Education, Worlddidac Assn., Schweiz. Wissenschaftsrat.

8. JEWELRY AND WATCHES (JLR)

Despite the current declining business climate, the jewelry and watch industry still plays an important role in Switzerland as jewelry and watches are looked upon as a status symbol.  According to Clariden Bank, a Credit Suisse Group company, the luxury goods industry is showing growth above average and is a profitable business. There were some signs of a cyclical upturn at the end of 2002. Although not recession proof, the sector has proven to be quite resistant in the past. Consumers buy less but better. Quality awareness has increased in the past years.

However, the sales volume for watches and jewelry in Switzerland can only be estimated as there are no official statistics or research information available for this particular market. Market insiders assume that sales in the jewelry and watch industry in Switzerland amount to USD 1.6 billion per year: 2/3 for watches and 1/3 jewelry.  Foreign trade export statistics are considerably inflated by the numerous auctions of high price jewelry and rare watches, held in Switzerland regularly.  Preferred locations are Zurich, St. Moritz and Geneva.

There are a number of retailers, approximately 2000 specialist shops for jewelry and watches in Switzerland. 80% of their turnover comes from jewelry and watches with values under USD 800; only 3-4% of those shops sell mainly high-priced pieces.  Traditional Swiss retail chains in the high-quality segment are Guebelin, Bucherer, Les Ambassadeurs and Tuerler.  Christ, Kurz and Rhomberg are more settled in the general commercial sector. Moreover, large department stores offer jewelry and watches with reasonable prices.

Growth potential is concentrated in watches and jewelry that are either in the high price or in the bargain range. In the watch segment, both Rolex and Swatch are good examples of this development. The average worldwide price of watches rose from USD 135 to USD 159 in a one-year period.

Swiss consumers prefer precious stones, particularly diamonds.  18-carat gold and steel seemed to be the foremost materials for watches in 2002.

Reliable trade sources repeatedly mentioned the participation in the Swiss Jewelry and Watch Fair, Basel World, as the best and most effective way to establish contacts with wholesalers and distributors. Local businesses have a special interest in taking advantage of this opportunity and making contact with foreign exhibitors.

Trade with Switzerland is relatively uncomplicated.  Swiss standards are set by the Central Office for Precious Metals Control.  Switzerland recognizes the following standards of fineness, expressed in parts per thousand, in relation to the total mass of the alloy concerned:

	Metal:
	9 carat
	14 carat
	18 carat
	20 carat
	24 carat

	Gold:
	375
	585
	750
	916
	999

	Silver:
	800
	925
	999
	
	

	Platinum:
	850
	900
	950
	999
	

	Palladium:
	500
	950
	999
	
	


Precious metal goods and multi-metal articles must bear the mark of a legal standard of fineness and a responsibility mark. 

Swiss Importers pay the VAT (Value Added Tax) of 7.6%, which is levied at the border and is usually prepaid by the customs broker/freight forwarder who maintains an account with the Swiss Customs Administration (Oberzolldirektion). Some important Swiss importers maintain their own account. 

	DATA TABLE: Jewelry in U.S. $ millions

	
	Year 
	Year
	Year (est.)
	Proj. growth (est.)

	
	2001
	2002
	2003
	2004-2007 

	A. Total Market Size
	201
	133
	135
	2%

	B. Total Local Production
	621
	785
	801
	2%

	C. Total Exports
	1727
	2105
	2140
	2%

	D. Total Imports
	1307
	1452
	1457
	2%

	E. Imports from the U.S.
	127
	256
	261
	2%

	Exchange rate $ = SF
	1.4
	1.4
	1.4
	


	DATA TABLE : Watches in U.S. $ millions

	
	Year 
	Year
	Year (est.)
	Proj. growth (est.)

	
	2001
	2002
	2003
	2004-2007 

	A. Total Market Size
	1548
	1467
	1496
	2%

	B. Total Local Production
	7989
	7978
	8137
	2%

	C. Total Exports
	7609
	7599
	7750
	2%

	D. Total Imports
	1168
	1087
	1109
	2%

	E. Imports from the U.S.
	27
	35
	42
	2%

	Exchange rate $ = SF
	1.4
	1.4
	1.4
	


Note: The above statistics are unofficial estimates.

9. COMPUTERS & PERIPHERALS (CPT)


There are now 70 PCs per 100 inhabitants, and more than half of all households have access to the Internet. More than a million units will be sold this year, and mobile computers will account for over 360,000 of them. In 2002, 35% more laptop computers were sold than in the previous year; not least thanks to Switzerland’s low value added-tax rate of currently 7.6%, laptop prices here are among Europe’s most competitive. The penetration of mobile computers is an important indicator for the market prospects of Wireless LAN (WLAN) technology with attendant hardware sales of WLAN cards, modems and routers. 

With increasingly networked systems, security becomes an issue, especially for “always-on” Internet access. Firewall buyers expect the hardware to incorporate additional features for anti-virus protection. Many Internet service providers (ISPs) offer update services for customers’ firewalls and anti-virus software, which are managed via a centralized user management system. Personal digital assistants (PDAs) and other pocket/hand-held computers are very popular. Models equipped with Bluetooth technology for replication and a Wireless Local Area Network (WLAN) connection for communications, are adopted by more and more professional users such as hospitals, restaurants, companies with mobile sales forces, and others.

Flat-screen TFT monitors are fast becoming a standard, selling better than traditional tube models. Popular peripherals include printers, scanners, video projectors, external DVD/CD-R-RW Drives (“burners”), handheld pocket PCs, and digital cameras.

No-name PCs have become somewhat popular among home and small business users. Still, Swiss assemblers in 2002 sold 8.3% less units than in 2001, and generated 30% less in sales, to just under $200 million. In 2002, their market share was over 21% but is expected to drop closer to the EU average of just over 10%. Competition by foreign assemblers and brand manufacturers, and ever-dropping prices for components and systems will force further consolidation in this market.

DATA TABLE: Computers & Peripherals in U.S. $ millions

	
	2001
	2002
	2003

	Total Market Size
	4,010
	3,800
	3,900

	Total Market Production
	360
	340
	350

	Total Exports
	70
	67
	69

	Total Imports
	3,270
	3,000
	3060

	Imports from the U.S.
	2,600
	2,470
	2520

	Exchange Rate Used USD 1 = SF
	1.60
	1.50
	1.40


NOTE: The above statistics are unofficial estimates.

10. MEDICAL EQUIPMENT (MED)

With Europe's highest per capita income, Switzerland is an attractive, demanding market, boasting one of the best health care systems in the world.  The dispersed nature of its health care system, which follows the pattern of its federal structure with 26 autonomous cantons (states), contributes to the diversified market.  U.S. equipment and supplies enjoy a good reputation.  Many Swiss doctors and professors of medicine are trained and/or practiced in the United States.  Interchange in procedures and techniques are considerable between the two countries.  These factors create a strong demand for U.S. equipment and devices.

The combination of an aging population, rising living standards and new treatment methods is causing demand to grow at an above-average pace.  Accordingly, as incomes rise, so do people's willingness to spend more on health services.  This is reflected by Switzerland being the European leader, spending 11% of GDP on healthcare.   

Soaring health care created a strong demand for home health care and outpatient devices and services.  This is a field that U.S. suppliers, operating in a domestic mass market with volume production, hold a market lead and often price advantages over European competitors.  In addition, Switzerland’s liberal trade and investment policies coupled with a moderate fiscal policy often position Switzerland as an ideal test market for advanced medical equipment in Europe.  Experiences gathered in selling medical equipment in the Swiss multilingual and educated marketplace can be translated into successes in Germany, France, Italy, Austria and other European countries.

Switzerland will continue to be an excellent environment for developing new medical products and services.  The average Swiss expects that hospitals should have the latest technology and, therefore, U.S.-made products that are on the cutting-edge of technology will have great potential.  Prospects for U.S. advanced biomedical equipment, home health care supplies as well as diagnostics equipment are promising.

	DATA TABLE: Medical Equipment in US $ Millions

	
	2001
	2002
	2003

	A) Total Market Size
	763
	774
	778

	B) Total Local Production
	938
	966
	1009

	C) Total Exports
	762
	800
	811

	D) Total Import
	525
	532
	580

	E) Imports from U.S.
	109
	112
	114


Exchange rate used: $ = SF 1.6

Note: The above statistics are unofficial estimates

11. TELECOMMUNICATIONS EQUIPMENT (TEL)


As the broadband Internet access market continues to expand, the demand for ADSL components such as USB modems and wireless routers (especially high-end models with integrated firewalls and switches) and cable modems follows suit; new voice technologies such as VoIP and cable telephony are beginning to make inroads into the traditional telecommunications market, creating opportunities for terminals and related equipment compliant with local standards.

 WLAN products and components, such as cards for PCs and laptops, routers, etc. do very well, especially for the home and small office (SOHO) market. Bakom/Ofcom, the Swiss telecommunications regulator, has recently assigned additional frequency bands for WLAN use as the newly revised Swiss Telecommunications Act aligns itself more with that of the European Union (EU).

In general, present trends are expected to be favorable for foreign and U.S. suppliers. Companies selling equipment and services (according to European/ETSI specifications) that meet the needs of affluent but demanding business, industrial, and consumer clients will do well. Opportunities are especially good for U.S. mobile communication systems, security and data compression products, network equipment, WLAN, cable and ISDN modems, interfaces, fiber optic systems, teleconferencing equipment, microwave equipment and supplies. The dominant role Swisscom still plays, and will continue to play, makes it a potentially important partner for U.S. firms.


In general, the import of electronics equipment into Switzerland is attractive thanks to very transparent tariffs – Customs duties are entirely based on weight – and the value-added tax rate is currently set at 7.6%, or less than half the EU average. For more information on standards, specifications and approval procedures, Bakom/Ofcom provides detailed information online at http://www.bakom.ch, also in English.

DATA TABLE: Telecommunications Equipment in U.S. $ millions

	
	2001
	2002
	2003

	Total Market Size
	1,900
	1,730
	1,740

	Total Market Production
	520
	474
	477

	Total Exports
	165
	150
	151

	Total Imports
	1,545
	1,400
	1,407

	Imports from the U.S.
	500
	300
	302

	Exchange Rate Used USD 1 = SF
	1.60
	1.50
	1.40


NOTE: The above statistics are unofficial estimates


12. PHARMACEUTICALS

The pharmaceutical industry is a significant branch of the Swiss economy.  Despite its small size, Switzerland is the country that exports the highest volume of pharmaceutical products worldwide.  More than 90% of the drugs manufactured in Switzerland are destined for export.

About 28% of the drugs sold in Switzerland during 2001, representing sales of $740 million (at manufacturers’ prices), were manufactured in Switzerland itself and about 72% were imported.

The Swiss Association of Importers of Proprietary Medicines (VIPS) comprises 70 companies active in Switzerland.  They are subsidiaries of foreign pharmaceutical companies or Swiss pharmaceutical importers.  VIPS members and other importers account for about 72% of the Swiss pharmaceutical market.  In 2001, their retail sales came to $1.8 billion (at manufacturers’ prices).

Generics have doubled their share of the pharmaceutical market since 1995.  In 2001, they accounted for 3% of the market, while patent-protected original brands accounted for 59.8%.  Thus the sector offering potential for generics amounted to 37.2% of the market.  This sector consisted of off-patent brands (27.5) for which no generics existed, and off-patent brands (9.7%) for which generics existed.

Drugs for the treatment of cardiovascular diseases are among the medicines sold most frequently in Switzerland.  But medication for the treatment of disorders of the central nervous system, particularly depression, is also of special importance among doctors’ prescriptions and hospitals.

Sales of 63 genetically manufactured products (55 drugs and eight vaccines), which had been approved in Switzerland up to February 2002, accounted for $115 million last year (at manufacturers’ prices).  The highest sales figures were for medicines for the treatment of disorders of blood formation (e.g. for treating myocardial infarction), with 25% of the market in terms of value, followed by anticancer drugs (19%).  Vaccines accounted for 8% of total sales in this area.

Market Share of supplying countries 2002 (in U.S. $ millions)

	
	Turnover
	Market Share

	USA
	783
	30.1%

	Switzerland
	718
	27.6%

	United Kingdom
	417
	16.0%

	Germany
	285
	10.9%

	France
	196
	7.5%

	Scandinavia
	91
	3.5%

	Benelux Countries
	65
	2.5%

	Italy
	28
	1.1%

	Others
	21
	0.8%


Exchange rate used: $ = SF 1.4

Source: IHA-IMS Health

13. LABORATORY & SCIENTIFIC INSTRUMENTS AND EQUIPMENT

The Swiss private and public sectors are maintaining significant research and development activities. In fact, on a per capita basis the country has been ranking fourth worldwide for the past five years.  The Federal Government has just submitted a relevant budget proposal for the years 2004-2007 for over $12 billion. Publicly funded basic research, as a result, will keep growing at a rate of some 5 percent per annum. An additional $426 million are spent annually by Cantonal (state) and communal (large cities) laboratories on public health and environmental programs.  The private sector spends about 2.5 times that amount on R&D. 

The Swiss scientific and laboratory instruments market is driven particularly by the chemical/pharmaceutical industry and by major research institutes such as PSI (Paul Scherrer Institute), the Federal Institutes of Technology in Zurich (ETH) and Lausanne (EPFL), the technical Universities and some 50 federal and state government laboratories.  Most major cities as well as the 26 cantons and the federal government maintain modern laboratories for environmental and health applications. The total end-user market is approximately 45% private sector industry, 30% to 35% institutes or universities, and 20% public sector.

Switzerland’s publicly pronounced will to keep its scientific and research position as well as its sophisticated chemical, pharmaceutical and food industries will provide for a solid future market for state-of-the-art analytical and scientific instruments. Names such as Novartis, Hoffmann LaRoche,  Syngenta, Nestle, CIBA Specialty Chemicals, Clariant, Lindt & Sprungli (chocolates) and many more businesses provide the need for analytical and scientific instruments.   There are some 860 modern, medium-sized food, chemical and pharmaceutical manufacturers, many with well-known proprietary products.  Over half of the 215 biotech companies in Switzerland developed and are marketing their own patented specialties. Pryonics is one of the better-known examples and built is reputation by developing the first rapid test to detect the mad-cow disease (BSE).  Swiss companies are also reported to be making progress in the race for developing a vaccine against SARS. Due to the concentration of companies and research institutes the region between Basel and Strassbourg has been given the name of “Bio-Technology Valley.” 

The purchasing department of the pharmaceutical giant Novartis reports average annual investments of some SFr. 150 million ($100 million) for analytical instruments and related equipment in Switzerland alone. About 16% of the total was earmarked for laboratory automation, mostly robotic systems for pipetting, the diluting of samples and adding of reagents.  Other large players such as Hoffmann LaRoche, Syngenta, Clariant and others are spending comparable amounts.  The leading Swiss universities also operate very extensive and modern laboratories. Prestigious institutes such as ETH (Federal Institute of Technology) in Zurich, EPFL in Lausanne and PSI produce a constant flow of spin-offs, new high-tech companies that need modern laboratories 

U.S. manufacturers are holding a market share of some 20 percent in most advanced instrument categories. In the field of relevant data acquisition and processing, American companies are holding about 45 percent (software 28 percent) of a market which experts estimate at nearly $540 million. 

	DATA TABLE
	In U.S. $ millions
	Proj. Annual Growth

	Laboratory Instruments
	2001
	2002
	2003
	2003-2004

	A) Total Market Size

B) Local Production

C) Total Exports

D) Total Imports

E) Imports from the U.S.

Exchange Rate SF=$
	646

996

578

228

65

1.4
	645

998

579

226

64

1.4
	635

963

554

223

60

1.4
	1.5 %

2 %

2 %

1-1.5 %

2 %


Estimated future inflation rate     1.0 %

NOTE: Above statistics are based upon information obtained from Novartis (Procurement Dept.), Bachem, (Procurement Div.), Laborscope (trade magazine), ETH/EPFL and from the Swiss Federal Office of Statistics.  Swiss statistics are kept in large industry sector categories.  Therefore, further or more specific interpretation made by relevant Commercial Service specialists at the American Embassy in Bern.  

14. AIRCRAFT & PARTS (AIR)

The Swiss aviation industry continues to be mired in a tepid market environment.  A new airline, called SWISS, created around Crossair, the former regional carrier of Swissair, with a SF 2.7 billion ($2 billion) rescue package secured by the federal and regional governments as well as large businesses in Switzerland, continues to shed airplanes, routes and personnel.  The local press are reporting that Swiss is talking to several airlines about various forms of cooperation.

The overall Swiss aircraft and parts market is supplied by a handful of accomplished suppliers of aircraft, engines and parts, although Switzerland has only a modest number of end-users (carriers for airborne transport).  Despite a more complex economic environment, imports of aircraft parts and components are expected to show an increase in the coming years, primarily due to replacement of aging jetliners the Swiss flagship carrier has in its current fleet.  

Swiss International Air Lines Ltd., the parent company of "Swiss," has an overall aircraft fleet of 111 units, taking over 52 long-haul aircraft from its predecessor, Swissair.  The present fleet comprises the following aircraft types:

	Type of aircraft
	Number of units
	Ordered
	Type of aircraft
	Number of units
	Ordered



	Long-haul


	
	
	Medium and short-haul
	
	

	Airbus A319-100
	7
	
	Embraer 170
	
	15

	Airbus A320-214
	12
	
	Embraer 195
	
	15

	Airbus A320-Charter
	
	6
	Boeing MD-83
	3
	

	Airbus A321-111
	7
	
	Avro RJ 85
	4
	

	Airbus A330-222
	13
	
	Avro RJ 100
	15
	

	Airbus A340-300
	
	12
	Embraer RJ 145
	18
	

	Boeing MD-11
	13
	
	Saab 2000
	19
	


Last year, Airbus Industrie secured an order for 12 A340-300 wide-body jetliners estimated at SF 3 billion ($2.3 billion) from Swiss International Air Lines Ltd.  The first unit is slated to join Swiss's fleet in June 2003.  Environmental friendliness, reduced noise emissions, comfort and lower maintenance costs were cited as the overriding reasons for winning the Airbus contract, winning over the Boeing 777-200.  The A340-300 will succeed the aging MD-11 aircraft, which has an average age of 9.29 years.  The latest deal cements Airbus's place as Switzerland's largest aircraft supplier, eclipsing rival Boeing.  Brazil’s Embraer 170 is slated to join Swiss's aircraft fleet in summer 2004, while the Embraer 195 will make its network debut in 2006.  They are earmarked to replace the Saab 2000 as well as the AR85/100.

Prior to the introduction of A310-200 airplanes to the former carrier Swissair in the early 1980’s, Swissair had had a long history of procuring airliners predominantly from Boeing of the DC-9 and DC-10 families.  Airplanes of the A320 superseded the initial Airbus acquisitions (A310-200) and A330 makes, while the Boeing contingent was replaced with airplanes manufactured by McDonnell Douglas (MD-11).

Swiss’s major suppliers for spare/replacement parts as well as components are the three aircraft producers Boeing, Airbus Industries and the Brazilian plane maker Embraer, while engines are procured either from Pratt & Whitney or CFM, a joint-venture partnership between General Electric and Snecma.  Another important cornerstone pertaining to the aircraft industry is the furnishings and interior fittings market segment, predominantly supplied either by Recaro of Germany, Rumbolt from Great Britain, or from the Italian manufacturer Avon Interior.  The dominant supplier of tires for Swiss is the French manufacturer Michelin, complemented by Goodyear and Bridgestone.

Switzerland's lone aircraft manufacturer, Pilatus Aircraft Ltd., developed a new trainer aircraft, the single-engine PC-21.  In November 1998, the plane maker privately funded the development of a new training system.  Its costs are assessed at SF 200 million ($156 million), with the per-unit production costing about SF 9 million ($7 million).  Funds generated by the sale of the highly successful PC-12 aircraft were used to fund the research and development costs for the PC-21.  In 2002, Pilatus Aircraft Ltd. had a total of 46 units rolling off its assembly bays, comprising 1 trainer unit, 46 PC-12 and 2 units of the PC-6.  Last year, Pilatus Aircraft Ltd. and its subsidiary companies registered gross sales of SF 353.1 million ($276 million), down 27% from previous levels (from $376 million to $276 million).  The total number of aircraft sold fell a sharp 35 percent from 75 to 49 units last year.  The Pilatus Group’s 2002 annual results are a clear reflection of the global economic recession.  

Under the Federal Defense Enterprise Act passed by the Swiss Parliament in 1997, six former government-owned armament plants were privatized and amalgamated into one singular body - the RUAG technology group.  The RUAG Holding, a private stock corporation began as an independent company on January 1, 1999.  This armaments and industrial corporation comprises the following five subsidiaries:  RUAG Aerospace, RUAG Components, RUAG Electronics, RUAG Land Systems, and RUAG Munition.  The shareholder rights in the holding company are exercised by the DDPS (Department of Defense, Protection of the Population and Sport).  Strategic command of the group rests with the Board of Directors of the holding company, consisting of three representative of the federal government and four private industry representatives.

	DATA TABLE: AIRCRAFT AND PARTS  in $ millions

	
	2001
	2002
	2003 (estimates)

	A) Total Market Size
	1,391
	1,594
	1,455

	B) Total Local Production 
	   417
	   511
	   395

	C) Total Exports
	   711
	   625
	   595

	D) Total Imports
	1,685
	1,708
	1,655

	E) Imports from the U.S.
	   720
	   692
	   525

	Exchange rate used: $=SF.
	  1.35
	  1.35
	  1.35


BEST PROSPECTS FOR AGRICULTURAL PRODUCTS

Please note:  only export data from the U.S. Department of Agriculture were consulted in this 2003 review and do not account for recent competitor trends.

1.   RAW TOBACCO 

Switzerland is home to a number of multinational cigarette producers and exporters, and Swiss manufacturers play an important part in national policy concerning farm support and protection.  Specifically, the Swiss cigarette manufacturing industry has a long-standing arrangement with the Swiss government and Swiss farmers to ensure that imports of raw tobacco enter duty free.  Manufacturers support Swiss tobacco production by buying all domestic production at prices fixed by the government, but farmers are required to limit production to a small area.  This policy makes it possible to maintain Swiss producer prices at a higher level than imported goods, but also provides cigarette manufacturers a means to purchase the majority of its raw tobacco needs at low cost. 

Imports of U.S. tobacco shot upwards by more than 80% in 2002, reaching a value of $81.1 million.   

2.   BEEF 

Switzerland continues to be an attractive market for U.S. high quality beef, which enters under the special Uruguay Round tariff-rate quota commitments for 1,500 metric tons.  In 2002-2003 Switzerland undertook legislative changes for its beef import scheme.  The previous incentives for high quality beef allowing Swiss importers up to 1.5 times more quantity than the actual quota will be dropped in favor of a new import auction system.  Theoretically, this will increase the competition among the domestic Swiss importers, who will no longer be required to demonstrate certain quantities of domestic beef purchases to qualify for import rights.  

Beef imports meeting the USDA requirements of "choice" or "prime" automatically qualify for the high quality quota. The disruptions in the Swiss beef market associated with BSE outbreaks are currently less of a domestic problem.  The demand for high quality beef remains quite attractive, particularly for upper end resorts during the winter sports season.  New to market U.S. suppliers have recently faced some unfortunate restrictions (plant listing), but there is some prospect that expanded access can be achieved in the near future. 

Total U.S. beef imports reached $8.224 million in 2002, up nearly 15 percent over the previous year.

3.  WINE

U.S. wine exports to Switzerland continue to be attractive, but lag in the past two years compared to more robust exports in the late 90’s and 2000.  The change in the value of the U.S. dollar are without a doubt part of the overall import decision, compared to tough nearby competition from France, Spain and Italy.  The significant 500 percent increase in 1st quarter 2003 imports of U.S wine underscores this reasoning.  Swiss consumers have shown a preference for low-priced wines at the retail level where competition is particularly tough.  There is good demand for higher quality wines, at higher prices, in the restaurant and hotel sector.  Distribution of U.S. wines is relatively substantial throughout Switzerland.

U.S. exports to Switzerland topped $7 million in 2002, up some 25 percent over 2001.  The more attractive dollar value may help spur exports in 2003 to regain ground lost since 2000 when U.S. exports accounted for over $20 million. 

4.    FRESH GREEN ASPARAGUS

U.S. exports of fresh green asparagus continue to enjoy buoyant demand.  Increased competition primarily from Spain has reduced part of the U.S. marketing window in the last years.  Switzerland remains an excellent market for U.S. fresh green asparagus because of the Swiss preference for larger-stalked, tender asparagus.  

A tariff-rate quota with an out-of-quota rate may be applied to imports a maximum of forty-six days between May 1 and June 15 each year. Imports outside the period of restriction will face a low tariff that will eventually be reduced to zero.  During the period of restriction, certain quantities of imports will continue to enter the domestic market at the in-quota rate.  The Swiss government set import quantities based on input from representatives of producer, consumer, and importer groups.  Weekly allowable import quantities during the period of restriction are set in advance.    

U.S. fresh asparagus sales were valued at $3.7 million in 2002, up over 50 percent from the 2001 level.  2003 bounced back strongly again, with imports in the first four months topping $6.6 million, up 90 percent.
INVESTMENT  OPPORTUNITIES

The sector receiving the most investment by the Swiss government is the rail network, already judged by many to be the best in the world.  In accordance with agreements concluded with the EU for the Alptransit/rail 2000 Project (1.4 million truck loads per year over/through the Alps), the Swiss government has decided to invest SF 30 billion ($24 billion) or SF 1.5 billion per year during 20 years to improve commercial traffic flow through the country.  

The basic tunnel of Loetschberg (estimated at SF 3.0 billion ($2.4 billion)) is now drilled at 75% and expects to be opened to the railroad traffic in 2007. 

The new rail tunnel of St. Gotthard (estimated at SF 7.3 billion ($5.8 billion) has been drilled on just three km of the 57 km and is expected to be opened to railroad traffic in 2014.

In the summer of 2003,  the government will have to release a further installment of SF 3.4 billion ($2.7 billion) to start drilling the following tunnels:

- Zimmerberg (20 km), expected to be opened to the railroad traffic in 2013

- Monte Ceneri (l5 km), expected to be opened to the railroad traffic in 2016

plus the access tracks to the tunnel of St. Gotthard.

An additional investment is being made by the Canton of Uri requesting that the railroad lines to the basic tunnel of St. Gotthard be hidden in a tunnel of 23 km between Brunnen and Erstfeld. Estimated cost is SF 1.2 billion ($960 million) but this isn’t anticipated until 2020.

The initiative ''Avanti,'' strongly sustained by the lobby of truck transportation, is trying to convince the government to open an additional road tunnel through the St.Gotthard that would measure 17 km and cost SF 1 billion ($740 million). There will most probably be a popular vote on this matter in 2004. It takes 15 years for the engineering, study and realization.

Other government-financed investments still under consideration are 220 km of national roads to be constructed that cover mainly:

- a ring highway at Zurich west

- continuation of the Transjura highway

- highway connection Solothurn /Biel

- highway stretch between the lake of Neuchatel and the Jura

- continuation of the highway A9 in Canton of Wallis

Another large project being executed is the Unique Airport of Zurich-Kloten.

