3.  POLITICAL ENVIRONMENT

-     Nature of Political Relationship with the United States

U.S. relations with Switzerland are strong, having significantly recovered from the strains resulting from investigations into the Swiss handling of WW II Holocaust-era assets (i.e., dormant bank accounts and Nazi gold).  The U.S. Government welcomes the Swiss government's growing international engagement in this area.  In recent years, Switzerland is increasingly active in multilateral fora dealing with terrorism financing, export controls/nonproliferation, refugees, law enforcement, human rights, and trade, to name only a few. The Swiss parliament adopted on March 12, 2003, the ratification of two U.N. Conventions against Terrorism Financing and Terrorist Bombing.  Besides already complying with UN sanction against the Taliban regime and other terrorist groups, the Swiss government adopted in May 2003 a new set of measures aimed at blocking looted Iraqi artworks and Saddam Hussein’s regime money.  

On January 24, 2003, Acting Treasury Secretary Kenneth W. Dam and Swiss Finance Minister Kaspar Villiger signed a mutual agreement regarding tax information exchange that should enhance cooperation in the areas of tax evasion and tax fraud. 
-     Major Political Issues Affecting Business Climate

In the wake of the Swiss voters' rejection of the European Economic Area (EEA) Agreement in 1992, the Swiss federal government set its sights on negotiating bilateral sector agreements with the European Union.  After more than four years of negotiations, an agreement covering seven sectors (including land/air transport, agriculture and free movement of persons) was achieved at the end of 1998 and entered into force in June 2002.  The Swiss federal government is committed to EU membership as a long-term goal but a March 2001 vote showed that over 70% of the voters reject rapid steps toward EU membership and the issue appears to be shelved for several years.  The government succeeded in its efforts to have Switzerland join the UN, in September 2002.  Swiss political leaders say the country’s main objectives in the UN include civilian peace operations, supporting human rights, environmental protection, and sustainable development.
U.S. companies doing business in and with Switzerland have not, to date, indicated any direct business problems associated with Switzerland’s non-membership in the EU.  U.S. companies already acclimated to EU business practices and regulations should experience no difficulties in Switzerland, as the underlying Swiss goal has been to make its trading/economic environment as compatible as possible with that of the EU while still maintaining Swiss political and economic independence.  The bilaterals with the EU will bring Switzerland's economy into even greater conformity to the EU.    

-     Brief Synopsis of Political System, Schedule for Elections,

      and Orientation of Major Political Parties

Switzerland has a relatively weak federal government compared to strong executive leaderships in other industrialized countries.  Many executive and administrative powers are vested in the 26 cantonal governments but these do not undermine the efforts by the federal government to centralize some of the decision-making (e.g. money laundering).  Federal executive decision-making is undertaken by the seven-member Federal Council (cabinet).  Its members head the various federal departments: Finance, Foreign Affairs, Justice, Economics, Interior, Transportation (along with Energy and Environment), and Defense (combined with Sports).  The largely ceremonial position of President of the Federal Council (head of government) is rotated annually among the Federal Councilors according to seniority.  The current holder of the annual rotating presidency for 2003 is Minister for the Interior Pascal Couchepin.  On occasion, councilors may exchange ministerial portfolios as new members are appointed.  The newest member of the Council, however, Samuel Schmid, elected in December 2000, assumed the portfolio of his predecessor and heads the Department of Defense.  The Federal Council strives to present a collegial image and to govern by consensus.  Its deliberations are private. Contentious issues that cannot be decided by consensus are determined by majority vote, results of which are not released.

The composition of the Federal Council reflects the so-called "magic formula" coalition that has governed Switzerland since 1959.  Under this informal arrangement, the four largest political parties, which generally receive 70-75% of the popular vote in federal parliamentary elections held every four years, fill the seven positions on the Federal Council.  In the coalition are three center-right parties: Free Democrats (FDP), Christian Democrat Party (CVP) and Swiss Peoples' Party (SVP); and the left-of-center Social Democrats (SP).  In recent years the three largest parties in terms of popular vote have been the Free Democrats, Christian Democrats, and Social Democrats and, therefore, each received two Federal Council seats with the Swiss Peoples' Party receiving one.  In the most recent election held in October of 1999, however, the SVP became the second largest in terms of seats in parliament.  Polls conducted in July 2003 show the SVP now taking a slight lead over the Social Democrats, with 26% support against 23%.  Free Democrats also keep up with 19 percent of supporters, while Christian Democrats end up with a mere 14 percent.  The Swiss People's party has vowed it will reopen the issue of obtaining a second seat in the Federal Council after the General elections in October 2003.  Free Democrats and Christian Democrats, who traditionally represent the country’s business establishment, have repeatedly opposed it, but cantonal FDP and SVP lists may decide otherwise.  It is understood that there will always be at least two Federal Councilors from the non-German (i.e., the French or Italian speaking) cantons.  As part of an effort to modernize and revise the Federal Constitution, Parliament recently abolished the constitutional clause stipulating that no canton may have more than one representative on the Federal Council.  

The presence of left and right wing elements in the governing coalition has traditionally allowed the government to work with all parties.  The coalition's ideological diversity, combined with a non-confrontational, consensus approach to decision making, has brought long-term political and social stability.  However, huge management scandals during 2001 and 002 – most notably the Swissair grounding, and large layoffs across the industry spectrum – have badly damaged the cross party dialogue between leftwing parliamentarians and other members of the business establishment. Scandals over under-funded pension funds and heath care costs in 2003 have further fueled more damaging acrimony between Swiss cabinet members and the party leaders.

Treaties, international agreements, and legislation approved by the Parliament are subject to challenge by popular vote in Switzerland's unique system of initiative and referendum.  These instruments allow unusually intense popular involvement in the legislative process and keep the federal government under constant scrutiny.
