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Switzerland: At the top of the EQx rankings
for the first time, but challenges remain

For the first fime, Switzerland now sits atop the EQx
ranking. While the exact ranking is somewhat ar-
bitrary—Switzerland has not improved on its indivi-
dual scores—the country’s stability as a leader in the
fop group is not. The usual factors contribute to this
standing: economic and political stability, favorable
business conditions such as a liberal labor market and
a high quality business environment. All of these fac-
fors explain Switzerland's wealth and well-being, even
if many Indicators point to problems with its ecological
footprint (see, for example, CO2 emissions, CDO,
iii.9, rank # 100, or Red meat consumption, MET,
rank # 125)

2022 was marked by the invasion of Russia into Uk-
raine, a return of high inflation, and a very proble-
matic labor market, especially in vital sectors such as
medical and engineering. It seems that the determi-
nants of Switzerland’s resilience, discussed in the
EQx2022, helped to attenuate the impact of these
exogenous shocks. In fact, the relevant Indicators all
remained relatively constant: Economic Value perfor-
mance (iv, rank # 2, unchanged), a high level of Cre-
ative Destruction (ii.6, rank # 8, improved from # 10)
and the sharing of economic benefits with workers
(Labor Value, iv.12, rank #12, down from # 5). In
contrast to most rich countries, the Swiss Inflation rate,
while increasing to 3%, remained relatively low (DO,
iv.11, rank # 6).

Instead of dwelling on the status quo, let me comment
on some of the challenges the country faces in the next
few years. One of the long-standing problems for
Switzerland has been a severe labor shortage that has
made the country dependent on a continuous inflow
of foreign workers. In certain areas (such as healthca-
re), there is a blatant mismatch between the high de-
mand for skilled workers (as mirrored in the Density of
medical staff, DMS, iv.10, rank # 1) and the low num-
ber of students in these fields. Moreover, as is the case
in many richer countries, some of the benefits of eco-
nomic growth are consumed in the form of more leisu-
re, a factor exacerbated by ageing demographics.

The usual remedies, an increase in the age of refire-
ment and the supply of female labor, as well as more
immigration, each have their own problem set. While
Switzerland's political system has many benefits (as
mirrored by State Capture, i.1, rank # 6), direct de-
mocracy can be an obstacle when attempting to re-
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form the pension system. Even a tiny reform, an in-
crease in the retirement age for women by one year,
cushioned by generous transfers for transition gene-
rations, was almost turned down in a referendum last
year. The same fate looms over other necessary re-
forms. The inability to enact reforms has consequen-
ces for the financial viability of the Swiss system, its
distributional impacts (value transfers from the young
to the old) and the incentives fo work.

Anocther issue is the country’s high costs for mother-
hood and the high share of part-fime working mo-
thers. The reasons for this are manifold: childcare re-
mains expensive, family policies are ungenerous, and
the high progressivity of the tax-transfer system gene-
rates disincentives for the second worker in the family.
Moreover, an important barrier fo increasing female
labor supply can be traced to gender norms in favor
of mothers staying at home.

Switzerland has always had a sirong inflow of foreign
workers, even more so after the 1999 Agreement on
the Free Movement of Persons with the EU. But while
the benefits of immigration are well established and
go well beyond ‘filling gaps’ in certain fields, its costs
are now widely discussed, above all its impact on the
low availability and high cost of housing. While part
of this problem comes as a consequence of the inflow
of workers (this year exacerbated by refugees from
Ukraine), some can be traced to internal causes such
as the demand for housing. In any case, Switzerland
needs strategjies to deal with a rapidly increasing po-
pulation and limited available space.

Two of the biggest challenges, however, cannot be
tackled at home. One is Switzerland’s tense relation
with the EU dfter the termination of the framework
agreement in 2021, which had negative conse-
quences for both firms and research institutions.
Even more important, but also more complicated
due fo the multilateral nature of the issue, is climate
change. It is in the country’s own interest to apply
the Value Creation models evidenced by its high
EQix scores in the context of infernational collabo-
ration. This includes developing new technologies
to combat climate change. The world’s Sustainable
Value Creation depends upon on all countries im-
proving their elite quality.

Prof. Monika Bitler, Independent Economist
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