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Switzerland: COVID-19 challenges a political
economy tuned for high Value Creation

Switzerland’s high Elite Quality scores are not surprising
(EQx rank # 2): the country is one of the wealthiest in the
world with a strong international orientation; its citizens en-
joy not only stability and a high quality of life (as measured,
for example, by life-expectancy: LEW, iii.7, rank # 4 & LEM,
iii.7, rank #1) and environmental conditions (EPI, iii.9, rank
# 1). They also have a large and direct say in the political
economy due to strong democratic institutions, which pre-
vent elite businesses from Value Extraction.

The more interesting question is whether the Elite Quality
construct has explanatory power for a country’s perfor-
mance during crises such as economic recession or the cur-
rent pandemic. While Switzerland escaped the effects of
2008 Financial Crisis quickly and surprisingly undamaged,
especially considering its large banking sector, the mediocre
scores directly related to the pandemic (COVID age-adjusted
excess deaths, COV, iii.7, rank # 25; COVID age-adjusted
fatalities, COF, iii.7, rank # 25 & COVID growth differential,
CGD, iii.7, rank # 103) convey a different message. Swit-
zerland’s COVID-19 death rate has been relatively high,
and its economic performance mixed (though the latter is
probably too pessimistic an assessment, especially for the
long-term recovery).

The contrast between the 2008 Financial Crisis and the on-
set of the pandemic is more nuanced, however. Adequate
responses fo both crises required speedy decisions, effective
measures and bold moves (such as bailing out a huge bank).
Switzerland managed the first wave of the pandemic very
well, bringing case numbers down quickly despite looser
lockdown measures than surrounding EU countries. Simulta-
neously, well-designed economic support packages and the
extension of established social insurance schemes, including
for parttime work, kept the economic damage at bay.

Chapter 4: EQx2021 Analysis and Interpretation

Such a quick and adequate reaction would not have been
possible without the high level of trust that political and eco-
nomic decision-makers enjoy, which is mirrored in the EQx
pillars (Political Power, i, rank # 9; Economic Power, ii, rank
# 15; Political Value, iii, rank # 1 & Economic Value, iv,
rank # 2). One should add that in Switzerland, the popula-
tion itself is a separate elite category. As an implicit and ex-
plicit decision-maker, the Swiss citizen significantly contrib-
utes to the success of crisis management measures (e.g., by
strong adherence to regulations).

In the medium term, however, the outlook is more complex.
During the 2008 Financial Crisis solutions were based on
well-established procedures, but business as usual does not
work in a pandemic. That is especially true if there are sig-
nificant regional and intertemporal spillovers. Switzerland’s
direct democratic institutions produce a high level of inclu-
sion and legitimacy (as reflected in the Political Power rank
of # 9), but both of these qualities come at the cost of speed
and agility. In the current crisis, the culture of avoiding polit-
ical mistakes might have led to missteps (such as imposing
a shutdown instead of a lockdown at too late a date during
the second wave). Most disappointingly in terms of econom-
ic Value Creation and elite business models, the ‘laborato-
ry’ of Switzerland has produced little in terms of innovation
to address the pandemic.

In the near future, the EQx paints a brighter picture. As is
already apparent, Switzerland’s economy is recovering
quickly due to its high degree of Creative Destruction (ii.6,
rank # 9) and overall strong Economic Value performance
(iv, rank # 2) which is mirrored by its top ranking in open-
ness for business (OFB, iv.10, rank # 1), R&D activities
(RDR, iv.10, rank #1) and a low level of import protection
(IPM, iv.10, rank # 1). What also stands out is that econom-
ic benefits are shared with workers (Labor Value iv.12, rank
# 7). It is to be hoped that the disruption and loss of trust
apparent in the second and third waves of the pandemic do
not jeopardize the important economic and political values
upon which Swiss elites have built inclusive and Value Cre-
ation business models.

Prof. Monika Biitler,
Independent Economist
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