7.   INVESTMENT CLIMATE STATEMENT

A.1.  Openness to Foreign Investment

The Swiss welcome foreign investment and accord it national treatment. Foreign investment is neither aggressively courted, nor hampered by any significant barriers. The federal government adopts a relaxed attitude of benevolent noninterference towards foreign investment, confining itself to creating and maintaining the general conditions that are favorable both to Swiss and foreign investors. Such factors include economic and political stability, a firmly established legal system, reliable and extensive infrastructure, and efficient capital markets. Some of the cantons have programs to encourage foreign investment (this is described below).  Many U.S. firms including Dow, Philip Morris, General Motors, Gillette and Procter & Gamble base their European or regional headquarters in Switzerland, drawn to the country's low corporate tax rates, exceptional infrastructure, and productive and multilingual work force.

Many of Switzerland’s 26 cantons make significant use of fiscal and other incentives to attract companies to establish operations and invest in their jurisdictions. Some of the more aggressive cantons will even waive taxes for new firms for up to ten years. Individual income tax rates very significantly by canton, from 60% of the national average index rate in Zug, to 132% in Jura (The national average index tax rate is 12%). Corporate tax varies depending the many different tax incentives.

At the time this report was drafted in July 2003, the OECD Forum on Harmful Tax Practices was preparing a report citing Switzerland as a member country with "harmful tax practices," the latest in as series of moves to pressure Switzerland to scrap tax rules that make the country attractive to foreign holding companies. Although the move would not create any legal obligations on the Swiss government, it could tarnish the country's international image and undermine its attractiveness to foreign firms.  In June 2000, Switzerland was listed among dozens of developed countries as having "potentially" harmful practices.

Zurich, which is sometimes used as the basis for corporate location tax calculations, has a rate of around 25%, which includes council, cantonal, and federal tax.

The major laws governing foreign investment in Switzerland are the Swiss Code of Obligations, the Lex Friedrich, the Securities Law, and the Cartel Law. There is no screening of foreign investment, nor are there any sectoral or geographical preferences or restrictions except as described below in the section on performance requirements or incentives.

With the exception of areas considered essential to national security, such as hydroelectric and nuclear power, operation of oil pipelines, transportation of explosive materials, operation of airlines and marine navigation, national treatment is granted to foreign investors.

Effective January 1, 1998, the telecommunications sector, previously controlled by the state-owned PTT monopoly, was fully liberalized.  PTT telecom has been split into a postal service company, which remains a state enterprise, and a telecommunications company ("Swisscom"), which has been privatized (although roughly two-thirds of the shares are still held by the government). As evidence of the changing competitive climate in this sector, mobile and fixed telephony are now shared by three main operators: Swisscom, Orange, and Sunrise, which already own third-generation mobile telephony licenses (UMTS). SBC’s 40% stake in Sunrise’s parent company TDC represents the only significant U.S. presence in the Swiss telecom market. Significant anti-competitive obstacles still remain for would-be competitors in the local loop and in telecom services requiring leased lines. 

During late January 2003, the Swiss government approved a proposal for a two-pronged telecom reform package.  A portion will be accomplished by regulatory reform needing only the approval of the Swiss Cabinet, and the rest will go through Parliament as legislative reform. The regulatory reform, which could be implemented during the second half of 2003, will give the independent Competition Commission legal authority to order the incumbent operator, Swisscom, to provision leased lines at cost-oriented prices. Swisscom is expected to challenge the new regulations in court, thus delaying implementation.  On the legislative side, the reform proposal calls on Parliament to amend the Telecom Act to give the competition commission more robust authority to order Swisscom to unbundle the local loop.  The bill is currently being drafted but is not likely to be passed by Parliament before 2005.  Swisscom has also said that it will challenge the proposed bill in court.

Swiss government agencies use competitive bids for procurement and comply with international rules on procurement. According to the July 2002 revised Ordinance on Public Procurement, all private or state-owned companies such as utilities, transportation, communications, defense and construction have to make their bids public, provided the contract exceeds $161,800 (SF 250,000). Cantonal and communal governments carry out many public projects; their procurement is about two and one-half times the federal government amount.

Contrary to cantonal and communal practice, federal authorities are not required to inform unsuccessful bidders of the tender accepted or reasons for the choice. In general, quality and technical criteria are as important as price. Cantons and communes usually prefer local suppliers because they can recover part of their outlays through income tax. Foreign firms may be required to guarantee technical support and after-sale service if they have no local office or representation.

Notices of Swiss government tenders are published in the Swiss Official Gazette of Commerce (www.shab-online.admin.ch). Tender documents can be obtained free from the gazette’s website. While there is no requirement to have a local agent to bid, it is advantageous when equipment tenders include training, service or parts.

A.2. Conversion and Transfer Policies

There is complete freedom of transfer of investment income, royalties, and repatriation of capital. There are no Swiss government policies or laws, which would regulate or limit the inflow or outflow of capital. Foreign exchange markets are free and access to foreign exchange is uncontrolled. Swiss foreign exchange markets are highly developed and efficient. There is no need for a parallel system for the repatriation of capital or profit.

A.3. Expropriation and Compensation

Property rights are assured by the Swiss constitution. Within the framework of their constitutional powers, the federal and cantonal governments can, through a legal process, expropriate or restrict property for reasons of public interest. In the event of expropriation or property restriction, full compensation must be made. An independent court, as required by the European Human Rights Convention, settles disputes. As a general rule, recourse to expropriation is taken only in cases involving major public construction projects, such as highways, railroads or airports. The Embassy is unaware of any major expropriations or restrictions in the recent past involving foreign investments.

A.4. Dispute Settlement

The Embassy is not aware of any significant investment disputes that have occurred in recent years. Swiss legal provisions, which include the Code of Commercial Obligations and the 1994 revised bankruptcy law, provide sufficient protection of secured interests in property.

Where American citizens are involved in disputes (with private individuals or business enterprises) and the controversy cannot be settled amicably, the normal recourse is to seek remedy provided by the law of the appropriate cantonal jurisdiction. Foreign lawyers may not act as "attorneys at law" unless they are admitted to a Swiss bar. There are, however, no restrictions to practicing as a "legal consultant." A U.S. attorney who is not admitted to a Swiss bar may also join a Swiss law firm as an "of counsel" member. American diplomatic or consular officers may not act as attorney, agent, or representative in a fiduciary capacity in such matters. If legal action is to be undertaken in Switzerland, a local lawyer should be involved (either directly or via an American attorney). There are differences in the legal systems in Switzerland and America and ignorance of those differences could jeopardize a case almost before it begins. As one example, in the United States a lawyer can serve papers on another person directly, but not in Switzerland. Lawyers must first file a complaint with the court and the court then decides whether to serve or not. The Martindale-Hubbell Law Directory contains an extensive list of lawyers licensed to practice in Switzerland. The Embassy 's Consular Section also maintains a list of local English-speaking lawyers. The fax number is (41-31) 357-7398. Please specify the canton for which the list is required when calling. 

The only methods for a non-Swiss court or lawyer to obtain testimony or to serve process in civil matters in Switzerland are through the Hague Convention on taking of Evidence Abroad in Civil or Commercial Matters, the Hague Convention on the Service Abroad of Judicial and Extra judicial Documents in Civil and Commercial Matter, and through a letter interrogatory. For information on this rather cumbersome legal process, contact either the Embassy Bern Consular Section or the Office of Citizens Consular Services in the Department of State (202) 647-5226. Switzerland has been a member of the International Center for the Settlement of Investment Disputes (ICSID) from its inception in 1966.

The effects of the bankruptcy on creditors' rights are set out in articles 208 to 220 of the Swiss Federal Debt Prosecution and Bankruptcy Statute. The opening of bankruptcy proceedings has the consequence that all obligations of the debtor become due against the bankrupt estate with the exception of those, which are secured by mortgages on his real estate. The creditor can claim the amount of the debt and interest up until the date of the opening of bankruptcy proceedings, and the costs of enforcement (article 208 paragraph 1). Claims that do not have as their object a sum of money are converted into a monetary claim of corresponding value (article 211 paragraph 1). The order of distribution to the creditors is prescribed by article 219. Enforcement is handled by the canton with jurisdiction.

An English brochure on the Swiss Federal Debt Prosecution and Bankruptcy Statute can be downloaded at http://www.baerkarrer.ch/4publications/4_3_2.pdf 

The full Federal Debt Prosecution and Bankruptcy Statute can otherwise be downloaded from the Swiss government’s website at www.admin.ch/ch/d/sr/c281_1.html 

All monetary judgments are made in Swiss Francs.

A.5. Performance Requirements/Incentives

The government offers few large-scale incentives to prospective investors, and those that exist are open to foreign and domestic investors alike. The principal incentives provided by the federal government consist of low-interest loans to promote the hotel and catering/restaurant industry in remote mountain regions.

A federal incentive program designed to attract investment to "economically fragile" regions of Switzerland (generally in the Italian and French linguistic regions) expired in June 1996 and was not renewed. Pursuant to a new law, a more decentralized system entered into force January 1, 1998. The new program provides federal loan guarantees to economically troubled cantons while devolving much of the authority to administer the funds and create incentive programs to the cantonal governments. Such incentives may include loan guarantees, tax incentives and interest subsidies. The cantonal government must match federal government commitments for each project. Interest subsidies are granted for a maximum of five years and cannot exceed one quarter of the usual commercial interest payments.

Another federal program encourages entrepreneurship by granting tax breaks and incentives to both venture capital funds and individuals that invest in start-ups. 

Some cantons offer investment incentive programs for domestic as well as foreign investment, in particular in rural areas. Indeed, priority is often given to foreign businesses, which bring new high technology product lines. The most common incentives are: subsidies or loans by cantons for the development of industrial sites; cantonal guarantees on bank loans; capital loans at below-market interest rates; grants for facilities conducting research and development projects; subsidies to defray certain investment costs and to finance staff training; exemptions from taxes on profits and capital gains for specific periods; and liberal depreciation allowances.

Performance requirements, whether linked to incentives or other investment-related conditions, do not exist. There are no requirements to source locally, export production, or derive foreign exchange from production. There is no requirement that nationals own equity in foreign investments, that the share of foreign equity be reduced over time, or that technology be transferred on certain terms.

There are no conditions on permission to invest related to geographical area (with the exception of investment incentives noted above), percentage of local content or equity, import substitution, export requirements or targets, employment of nationals, technology transfer, or local financing.

Government financed or subsidized research and development programs are open to foreign companies with operations in Switzerland. Major U.S. companies have regularly participated in research projects funded by the Swiss government.

Visas and residence and work permits are strictly controlled in Switzerland. The country recently changed from a three-tier system for issuing work permits to a two-tier system. Under the previous system, citizens of EU countries were in the first tier and enjoyed liberal access to work permits. The second tier was comprised of the U.S., Canada, Australia and New Zealand and citizens of these countries generally received favorable consideration for work permits. The "rest of the world" made up the third tier and these nationalities generally had the most difficulty obtaining work permits except in cases of very highly qualified applicants. Under the new system, the second and third tiers are combined. While on the surface this would appear to be a negative development for U.S. work permit applicants, Swiss officials are adamant that the impact on U.S. work permit applicants should be negligible as these applicants are generally among the most highly qualified of all national groups. The Embassy has received no information to date that Americans are finding it any more difficult to obtain a work permit than previously but would be very interested to hear of any adverse experiences linked to the new system. 

In the past, foreigners who did not have a residence permit for Switzerland, or companies based outside of the country, could find it difficult to acquire property for the purpose of establishing a business (or for purchase of a residence) due to the so-called "Lex Friedrich." This situation has eased considerably with the recent enactment of the "Lex Koller" which now means that special permits are generally not required for foreign entities wishing to acquire property for the purpose of operating an economic activity. Following the implementation of the Swiss-EU bilateral agreement on the free movement of persons on June 1, 2002, all restrictions on EU and EFTA citizens have been removed. Cantons have also been granted extensive decision making powers when allowing foreigners to buy a property. The Swiss cabinet nevertheless supports a parliamentary call aimed at abolishing the Lex Koller in the next four years.

There are no discriminatory export and import policies which seriously affect foreign investors. Products must be labeled in all three official languages (German, French, and Italian). All drugs (prescription and over-the-counter) must be approved and registered by Swissmedic, the Swiss Agency for Therapeutic Products, which was established when the Swiss Law on Therapeutic Products came into force in January 2002. The agency was formed by merging the Intercantonal Office for the Control of Medicines (IKS) with the Therapeutic Products Section of the Swiss Federal Office of Public Health. 

Import duties are generally low; fewer than 3% for most raw materials and industrial products and preferential duties are offered to a large number of developing countries. 

A.6. Right to Private Ownership and Establishment 

Foreign and domestic enterprises may engage in all forms of remunerative activities and may freely establish, acquire and dispose of interests in business enterprises. However, the following legal restrictions apply:

Corporate boards - - There are no laws authorizing private firms to limit or prohibit foreign investment or participation. The board of directors of a company registered in Switzerland must consist of a majority of Swiss citizens residing in Switzerland. At least one member of the board of directors authorized to represent the company (i.e., sign legal documents) must be domiciled in Switzerland. If the board of directors consists of a single person, this person must have Swiss citizenship and be domiciled in Switzerland. Foreign controlled companies usually meet these requirements by nominating Swiss directors who hold shares and perform functions on a fiduciary basis. Mitigating these requirements is the fact that the manager of a company need not be a Swiss citizen and company shares can be overwhelmingly held by foreigners (except for banks). The establishment of commercial presence by persons or enterprises without legal personality under Swiss law requires an establishment authorization according to cantonal law. The aforementioned requirements to not appear to pose any hardship or impediment for U.S. investors.

Hostile takeovers - - Swiss corporate shares can be issued both as registered shares (in the name of the holder) or bearer shares. Provided their shares are not quoted on the stock exchange, Swiss companies may in their articles of incorporation impose certain restrictions on the transfer of registered shares to prevent unfriendly takeovers by domestic or foreign companies (article 685a of the Code of Obligations). Unwelcome takeovers can also be warded off by public companies, but legislation introduced in 1992 has made this practice more difficult. Public companies must now cite in their statutes significant reasons, relevant for the survival, conduct and purpose of their business, to prevent or hinder a takeover by an outsider. As a further measure, public corporations may limit the number of registered shares that can be held by any one shareholder to a certain percentage of the issued registered stock. As practice has shown, most corporations limit the number of shares to 2-5% of the relevant stock. Under the public takeover provisions of the Stock Exchange and Securities Law (for which the implementing decree entered into effect in 1997), a formal notification is required for public takeover offers for Swiss companies on the Swiss exchange. Additionally, an "opt out" clause is available for firms which do not want to be taken over by a hostile bidder, but such opt outs must be approved by a super-majority of shareholders and well in advance of any takeover attempt (i.e., not to thwart such an attempt which has already been launched).

Banking - - Those wishing to establish banking operations in Switzerland must obtain prior approval from the Swiss Banking Commission. This is granted if the following conditions are met: reciprocity on the part of the foreign state; the foreign bank's name must not give the impression that the bank is a Swiss one; the bank must adhere to Swiss monetary and credit policy; a majority of the bank's management must have their permanent residence in Switzerland. Otherwise, foreign banks are subject to the same regulatory requirements as domestic banks. A new banking law that entered into force in 1995 enables foreign banks to set up branches, subsidiaries or representations without the prior approval by the banking commission (based on reciprocity). Banks organized under Swiss law have to inform the Banking Commission before they open up a branch, subsidiary or representation abroad. Foreign or domestic investors have to inform the Banking Commission before acquiring or disposing of a qualified majority of shares of a bank organized under Swiss law. In case of exceptional temporary capital outflows threatening Swiss monetary policy, banks can be obliged to seek approval from the Swiss national bank to issue foreign bonds or other financial instruments that would cause capital outflow.

Insurance - - A federal ordinance requires the placement of all risks physically situated in Switzerland with companies located in the country. Therefore, it is necessary for foreign insurers wishing to provide liability coverage in Switzerland to establish a subsidiary or branch there.

With the exception of those few sectors in which Swiss-owned enterprises have been granted a legally established monopoly (i.e., railways, fire insurance, and utilities), non-discriminatory competition between foreign and domestic commercial entities prevails.

Cartels and Monopolies - - Foreign investments are subject to review by the competition commission if the value of the investing firm's sales reaches certain worldwide or Swiss-market thresholds. An investment or joint venture by a foreign firm could be disapproved on grounds of competition policy, although there is no evidence that this possibility will have a discriminatory effect.

A.7. Protection of Property Rights

Secured interests in property are recognized and enforced, and mortgages are widely used. The legal system effectively protects and facilitates the acquisition and disposition of all property rights. Switzerland is a member of all major international intellectual property rights conventions and was an active supporter of a strong IPR text in the GATT Uruguay round negotiations. Switzerland has one of the best regimes in the world for the protection of intellectual property, and protection is afforded equally to foreign and domestic rights holders.

Patent protection is very broad, and Swiss law provides rights to inventors that are comparable to those available in the United States. Switzerland is a member of both the European Patent Convention and the Patent Cooperation Treaty, making it possible for inventors to file a single patent application in the United States (or other PCT country, or any member of the European Patent Convention) and receive protection in Switzerland. If filed in Switzerland, a patent application must be made in one of the country's three official languages (German, French, Italian) and must be accompanied by detailed specifications and if necessary, by technical drawings. The duration of a patent is 20 years. Patents are not renewable beyond the original 20-year term, but patent term restoration is possible for products such as pharmaceuticals that require an extensive testing period prior to marketing. According to the Swiss Patent Law of 1954, as amended, the following items cannot be covered by patent protection: surgical, therapy and diagnostic processes for application on humans and animals; and inventions liable to disturb law and order and offend "good morals." Nor are patents granted for species of plants and animals and biological processes for their breeding. In virtually all other areas, coverage is identical to that in the United States. Should an American firm have concerns about possible patent infringement in Switzerland, access to the courts is readily available and there is a well-established and highly regarded patent bar.

The 1993 revision of copyright law improved a regime that was already quite good. The law explicitly recognizes computer software as literary works and establishes a remuneration scheme for private copying of audio and video works, which distributes proceeds on the basis of national treatment. Owners of television programming are fully protected and remunerated for rebroadcast and satellite retransmission of their works, and rights holders have exclusive rental rights. Collecting societies are well established. Infringement is considered a criminal offense. The term of protection is life plus 70 years. According to the Business Software Alliance (BSA), software piracy continues to be a problem.  This appears to be largely due to illegal copying by individuals and some small and medium-sized establishments.  However, software piracy appears to have gone down in recent years.  BSA estimates that 32% of software in use during 2002 were not legal copies compared with 43% in 1996.  Exports of pirated software are not seen as significant.  Industry sources estimate lost sales due to software piracy at $103 million in 2002 (down from $77 million in 2001). This increase is explained by rising software prices during 2002. Trade losses and denied opportunities for sales and investment in all other IPR sectors are minor in comparison.

Trademarks are also well protected. Switzerland recognizes well-known trademarks and has established simple procedures to register and renew all marks. The initial period of protection is 20 years. Service marks also enjoy full protection. Trademark infringement is very rare in Switzerland -- street vendors are relatively scarce, and even they tend to shy away from illegitimate or gray market products.

The Swiss also protect layout designs of semiconductor integrated circuits, trade secrets, and industrial designs. Protection for integrated circuits and trade secrets is very similar to that available in the United States, and protection for designs is somewhat broader. Because of the complexities involved in ensuring protection in each of these areas, individuals and corporations seeking protection are advised to engage the services of a lawyer specialized in these fields.

To bring Switzerland into conformity with its TRIPS commitment dating from the WTO Uruguay Round, Swiss authorities have established a 10-year protection period for test data submitted as part of the pharmaceutical approval process. 

A.8. Transparency of the Regulatory System

Regulations affecting both local and foreign investors in Switzerland are transparent and evenly applied in a nondiscriminatory manner.

In the past, cartels were endemic to the Swiss economy. Companies in a number of industrial and service branches had organized themselves, through trade and industry associations, into horizontal and vertical cartels. Such arrangements existed in the market for prescribed medicines, sanitary ware, kitchen equipment, optical products, books, beverages, food retailing, dietary products, and many other sectors of the economy. 

Although Switzerland enacted a stronger anti-cartel law in 1996 that gave increased power to the competition commission to prohibit/penalize cartels, the country’s anti-cartel regime remains weak by U.S. and EU standards. The 1996 law, for example, only allows firms engaged in anti-competitive behavior to be punished by the government for second violations, after first receiving a warning to cease the anti-competitive practice. Penalties and fines are not particularly severe. 

On June 12, 2003, the Swiss parliament adopted a revised competition bill, which is expected to enter into force by April 1, 2004.  The most significant improvements of the revised law include new penalties for anti-competitive practices without prior warning, with a maximum fine of 10% of a firm’s total combined revenue for the past three years.  Whistle blower companies that cooperate with regulators will subject to a reduced fine (leniency program).   

In general, the Competition Commission considers vertical agreements with less than 20% of market share as insignificant, whereas others potentially face a fine. Cartels with over 50% of market share will most definitely be fined. Restrictions on the sale of components or spare parts are also considered as such and generally are already unlawful. 

Parallel imports covered by copyright and trademark protection are subject to "international exhaustion" treatment.  Parallel import of patented products such as pharmaceuticals remains restricted but a transition toward ‘international exhaustion' is the subject of internal Swiss government discussion as a means of combating price fixing.

A number of administrative requirements restrict retail operations in the domestic market. Some of these are planning regulations, local building codes, advertising restrictions, standards for equipment, approval procedures, and opening hours for shops, to name but a few. Such measures are non-discriminatory, although their effect can be to limit possibilities for large discount retailers. Bureaucratic procedures are numerous but efficient, transparent, and nondiscriminatory.

A recent independent study nevertheless highlighted the wide discrepancies that exist between the country’s many cantonal administrations. While Zurich, Basel, Bern, Jura, Valais and Neuchatel get full marks for their cost-efficient services, including the use of the internet, other cantons such as Geneva and Vaud are criticized for being too bureaucratic, unfriendly and for taking twice as much time and fees to deliver the same set of services. For example, a work permit costs 200 francs in Lausanne and is delivered after 41 days, whereas Zurich charges 65 francs, and delivers it in 12 days.

In its World Competitiveness Report 2003, the Lausanne-based business school IMD downgraded Switzerland’s ranking among 59 industrialized countries from the third to the fifth place. In its assessment of Switzerland’s competitiveness, IMD explains that the Swiss economy is increasingly being suffocated by complex legislation, rules and practices that are blocking society’s ability to reform itself. While Switzerland ranks high for its well-educated workforce as well as its excellent social and economic infrastructure, the country has gone backwards because of its failure to innovate. Switzerland was ranked 21st (out of 29) for the ability of its government to react swiftly to economic changes, and only 25th for the flexibility and adaptability of its population. Swiss managers rank 11th for their sense of social responsibility.

A.9. Efficient Capital Markets and Portfolio Investment

The efficiency of the Swiss capital market is well demonstrated by the role of Switzerland as one of the leading financial centers in the world. The Swiss Franc denominated foreign bond market is one of the largest markets for foreign borrowers, and Zurich is one of the largest gold trading centers in the world. There are no restrictions on the purchase or sale of foreign currencies and equities. Residents and non-residents may conclude foreign exchange contracts, whether of a commercial or financial nature, in all currencies. Foreigners and Swiss nationals can make any "forward transactions" at prevailing market rates. Payments for imports from all sources may be made freely, and exporters can freely transfer their proceeds. No legal impediments apply to payments for, or receipts from, invisibles. The repatriation of invested capital is unrestricted.

The Swiss credit market is open to foreign investors without any restrictions, and at the same terms and conditions as for Swiss investors. A variety of credit instruments are available to the private sector.

To prevent the misuse of the very liberal market framework, provisions to regulate certain aspects of portfolio investment have been enacted. One is the due diligence convention among Swiss banks, under which banks must identify the beneficial owner of the invested funds. Due diligence guidelines are updated every five years by the Federal Banking Commission.  According to the latest diligence guidelines that entered into force July 1, 2003, banks are requested to keep banking records 10 years after the banking relationship has been closed, and are prevented from assisting customers guilty of capital flight or tax evasion. The guidelines also heighten banks’ awareness of Personally Exposed Persons (PEPs) and corruption by setting different risk criteria (such as the name of the customer, his nationality, country of residence, and occupation). The guidelines also apply to Swiss banks’ subsidiaries located abroad.

The Swiss penal code explicitly recognizes money laundering as a criminal offense since august 1990. A second package of measures, which came into effect in August 1994, criminalized membership in or support of a criminal organization. The change in the law facilitates confiscation of illicitly acquired assets without having to establish an exact linkage between a given asset and a specific crime. In addition, the revised penal code allows bank employees to report suspicious transactions without fear of violating the bank secrecy regulations. In 1998, a third package of measures entered into force which extended money laundering regulations to non-banking financial institutions and established an obligation to report suspicious transactions. In March 2003 the Swiss parliament ratified two U.N. Conventions against Terrorism Financing and Terrorist Bombing.

Foreign investment is not restricted by 'cross-shareholding' or stable shareholder' arrangements. There is no discrimination against foreign investors, except for those limitations cited under the section "right to private ownership and establishment." Special measures available to Swiss firms to defend against hostile takeovers are covered under the above section as well.

There are no private or government efforts to restrict foreign participation in industry standards setting. There are no other practices by private firms to restrict foreign investment, participation, or control in or of domestic enterprises.

A.10. Political Violence

Switzerland has long been characterized by political and social stability and there are no indications that this will change.

A.11. Corruption

Switzerland has an effective legal and policy framework to combat domestic corruption. Laws are enforced effectively. U.S. firms investing in Switzerland have not complained of corruption. Corruption is not pervasive in any area or sector of the Swiss economy. Switzerland maintains effective investigator and enforcement procedures to combat domestic corruption. Giving or accepting bribes within Switzerland is a crime subject to criminal and civil penalties including imprisonment up to five years.

Switzerland signed the OECD Anti-Bribery Convention on December 17, 1997. The implementing legislation received final parliamentary approval on December 22, 1999 and entered into force on May 1, 2000. The government deposited the instrument of ratification with the OECD Secretary-General on May 31, 2000. 

In order to implement the Convention, the Swiss Parliament has amended the Penal Code to make bribery of foreign public officials an offense (Title Nineteen "Bribery", Articles). The amendment passed Parliament on December 22, 1999 and entered into force on May 1, 2000. In accord with the revised 1997 recommendation, Parliament amended the legislation on direct taxes of the Confederation, cantons and townships so as to prohibit the tax deductibility of bribes. The amendment of the Tax Code received final Parliamentary passage on December 22, 1999 and became effective on January 1, 2001. 

The Swiss cabinet issued on June 16, 2003, concrete guidelines to combat corruption among government officials.  Under the recommendations, gifts should generally be declined, but those worth less than SF 100 may be accepted.  Staff is also being urged not to accept anything that would "challenge their independence and capacity to act."  The guidelines also call for better internal control systems and include recommendations on how to protect whistleblowers.  Last year Switzerland was ranked 12th in a global study conducted by Transparency International, a non-governmental organization devoted to combating corruption.  The organization blamed the country's ongoing culture of petty nepotism for its poor ranking and pointed out that around 40 cases of official corruption occurred in Switzerland each year.  Transparency blames the culture of corruption and cover-ups on Switzerland's homegrown "old boys network" - circles of associates, friends, family and ex-military colleagues that help grease commercial and political exchanges.

Responsibility for investigation and prosecution of criminal offenses resides with the cantons. Police in all 26 cantons are required to open a criminal investigation as soon as they have sufficient evidence that an offense has been committed. The "Efficiency Bill" passed by Parliament in December 1999, is making the prosecution of organized crime, money laundering, corruption and other white-collar crime more effective, by increasing personnel and financing of the criminal police section of the Federal Police Office. Effective, January 1, 2002, the Federal Police and Attorney General's Office became responsible for cases with international scope, cases involving several cantons, or cases that deal with money laundering, organized crime, corruption, and white-collar crime. The extent of past bribery on the part of Swiss firms abroad is impossible to assess, but in any event, the recently enacted OECD-consistent anti-bribery legislation will likely have the intended affect on Swiss firms and their representatives.

On March 11, 2002, four persons, including two former employees of the Federal Finance Department, were arrested after the Federal Prosecutor found strong evidence of tax fraud topping 4.6 million francs. Swiss judicial authorities say they seized about SF 60,000 in cash, SF 250,000 on various bank accounts and SF 300,000 in physical assets. The rest of the money has not yet been recovered.

On June 16, 2003, a Lugano court sentenced to a Mafia lawyer to 14 years in prison - making him the first person in Switzerland to be convicted of membership of a criminal organization.  The court found Francesco Moretti guilty of working for the Italian Mafia and laundering more than SF 60 million. Moretti, a Swiss citizen with his own law firm in Lugano, had already lost his license to practice law for two years in 1981, when he was convicted of breach of trust.  

B. Bilateral Investment Agreements

To date, Switzerland has concluded 106 investment protection treaties with developing countries and new market economies. Of these, 100 are in force.  Four treaties have been signed, but not yet ratified, with: Brazil, Guatemala, Qatar, and Mozambique.

C. OPIC and Other Investment Insurance Programs 

OPIC is not active in Switzerland. However, Switzerland is a member of the Multilateral Investment Guarantee Agency.

D. Labor

The Swiss labor force is highly educated and skilled. Many low-skilled, low-wage jobs are filled by foreigners, who account for roughly 26% of the official labor force estimate of approximately 4.7 million people. Many with foreign passports are long-time Swiss residents who have not applied for or been granted Swiss citizenship. Only 5.1% of the workforce is in agriculture, where foreign "seasonal workers" take many low-wage jobs. Almost all of the remainder are engaged in services or industrial manufacturing, much of which involves high technology. Swiss workers expect high wages and salaries. Because wages in Switzerland are among the highest in the world, the Swiss economy is capital intensive and geared toward high value-added products and services.

Switzerland is in full compliance with ILO conventions. Government regulations cover maximum work hours, minimum length of holidays, sick leave and compulsory military service, contract termination, and other requirements. However, there is no minimum wage law. Employees in the retail sector and in restaurants, bars, and the like, in cooperation with other interests, have been successful in slowing reform of the restrictive federal and cantonal laws governing opening hours. Opening hours restrictions are nevertheless loosening very gradually in economic centers such as Zurich and Geneva.

One-fourth of the country's full-time workers are unionized. In general, labor/management relations are good, mostly characterized by a willingness on both sides to settle disputes by negotiations rather than by labor action.  About 592 collective agreements exist today in Switzerland and are regularly renewed without major problems. However, the mood is rapidly changing. The massive layoffs that resulted from both the global economic slowdown and major management scandals have put the traditional Swiss “labor peace” under severe pressure. Despite that days lost to strikes in Switzerland are among the lowest in the OECD, Swiss trade unions have encouraged workers to go on strike on several occasions. The companies involved have been the national airline SWISS, Coca-Cola, and Orange (the French telecom operator), but others could follow suit in the clock watch industry and the media market.

The prohibition on strikes by public servants was removed from the Federal Act in 2000. The Federal council may only restrict or prohibit the right to strike where it affects the security of the state, external relations or the supply of vital goods to the country.  Civil servants in a few cantons and communes are still denied the right to strike. 

E. Foreign Trade Zones/Free Ports

Swiss international airports have stores offering duty free shopping. In addition, private companies can utilize duty- free warehouses to import goods into Switzerland tax and duty free as long as the goods are subsequently re-exported to third countries. In each of these examples, foreign-owned companies receive the same treatment as domestic ones.

F.  Foreign Direct Investment Statistics

For each year below, Swiss Francs have been converted to dollars at the year 2001 average annual exchange rate (1$=SF1.68); 2001 figures are provisional; FDI stocks are book values, Swiss GDP in 2001 is $206.8 billion 

	($ Millions)

FDI stocks in Switzerland:
	1999
	2000
	2001

	Total stocks
in pct of current GDP
largest investors
-  USA
-  Netherlands

-  Germany
-  France

Industry sectors
-  Chemical and plastic
-  Metals and machines
-  Electronics, energy, optic, watches
-  Other industries and construction
-  Trade
-  Finance and holding companies
-  Banks
-  Insurance companies
	83,065
32.0

26,597
14,811
10,817
10,620

4,933
689
6,201
3,010
10,267
36,097
11,886
6,062
	79,762
34.6

29,614
13,356
10,804
9,860

5,295
2,098
3,521
2,936
9,965
36,501
12,133
2,824
	89,125
43.1

30,253
21,366
9,750
6,758

5,904
2,023
4,298
2,732
11,525
37,635
13,731
2,929


	FDI inflows to Switzerland
	1999
	2000
	2001

	Total 
in pct of current GDP
Stocks of Swiss FDI abroad: Total 
In pct of GDP
Country of destination
-  USA
-  United Kingdom
-  Germany
-  Netherlands
-  France
Industry sectors
-  Textile clothes
-  Chemical and plastic
-  Metals and machines
-  Electronics, energy, optic, watches
-  Other industries and construction
-  Trade
-  Finance and holding companies
-  Banks
-  Insurance companies
-  Transport and communication
-  Other services

FDI outflows from Switzerland
Total
In pct of current GDP
	11,406
4.4
205,199
79.1

45,177
23,707
17,431
12,481
10,367

1,053
28,103
11,510
9,738
19,301
8,352
51,529
18,426
44,799
4,673
7,717


36,003
13.9
	19,047
5.5
221,765
92.5

52,850
32,129
15,542
12,296
9,336

1,246
34,262
10,222
9,602
19,433
6,186
52,256
28,114
48,481
4,072
7,892


42,873
17.8
	8,904
2.5
247,408
119

57,855
35,110
15,551
10,464
10,068

863
33,367
11,086
6,683
21,400
7,288
59,795
33,075
62,180
4,280
7,327


17,379
5.1


Source: Swiss National Bank quarterly report; December 2002 p.52-56, p.62-63

A list of the largest U.S. investors by number of- employees follows (data on the size of the firms' investments were not available):                                                                                                   

	1. McDonald's Corporation
2. IBM 
3. Philip Morris
4. PricewaterhouseCoopers
5. Ernst & Young
6. Hewlett-Packard incl. Compaq
7. Johnson & Johnson Intl.
8. NTL Inc.
9. EDS
10. Mettler-Toledo
11. Procter & Gamble
12. General Electric Company
13. Tyco
14. HCA Healthcare Corp.
15. Rockwell Automation
	FY 2001
6,500
3,300
2,200
2,900
1,700
1,400
1,700
1,800

1,500

1,700

950

900
	FY 2002
7,100
3,400
2,800
2,800
2,500
2,400
1,800
1,700
1,500
1,500
1,400
1,000
1,000
980
960


Source: Swiss-American Chamber of Commerce (Yearbook 2002, p 51).

It is estimated that 65,000 employees work for U.S. companies in Switzerland.

