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“ No one leaves home and family just like that.
You must be so desperate that you are not
even fazed by the thought of drowning in the
Mediterranean. What matters is that you have
tried to find a better life elsewhere and to
avoid turning to crime, despite adversity.”
This is how an acquaintance explained to
me a year ago why he fled his North African
homeland for Switzerland. He was sent back
there a few months ago.
There are now several hundred refugees in Como on Switzerland’s
southern border, including many unaccompanied minors. They make almost daily attempts to cross the Swiss border, either to find refuge here
or to travel on to Germany or Scandinavia. As we know, only a small
number of them manage to cross the border.
In mid-2016 there were about 33,000 asylum seekers in Switzerland.
In addition, there were over 73,000 recognized refugees and temporarily admitted persons. They currently represent a mere 0.9 per cent of
Switzerland’s resident population. Yet the “ refugee crisis ” is causing a
stir in Switzerland. A few facts would be a useful input to this discussion.
First, according to UN statistics, there are currently over 65 million
people worldwide fleeing war, political persecution or economic despair.
Of these, 40 million are still in their own country as “ internally displaced
persons ”. This constitutes an enormous challenge for the still peaceful
parts of the country where they take refuge. Lack of foreign support
could lead to instability and poverty in these regions.
Second, of the over 20 million refugees who have left their own
country, less than one-fifth have fled to rich industrialized countries.
Over 80 per cent have found refuge in other developing countries, and a
quarter of them even in some of the world’s poorest countries. In Chad
for example, there are currently over 350,000 refugees, who make up
some 2.6 per cent of that country’s population. In Lebanon, the roughly
4.7 million refugees account for as much as 18.3 per cent of the resident
population, or 18 times more than in Switzerland.
Third, some developing countries are finding it less difficult than us
to integrate foreign refugees. Uganda, for example, is currently home to
roughly half a million people who have fled their countries, and hence
the third major country of refuge in Africa after Ethiopia and Kenya.
Those accorded refugee status are given a piece of agricultural land in
local communities, the same access as Ugandans to public services, a
work permit and the right to set up their own business. The country is
nonetheless dependent on international support, for here too, immigration is placing enormous strains on public infrastructure.
It is hard to understand that so many in the Swiss Parliament want
to finance the rising cost of caring for asylum seekers here in Switzerland by cutting development aid funding, of all things. It should be clear
that poor countries taking in substantially more refugees than ours,
need our support more than ever.
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World Bank arbitration tribunal dismisses case

Philip Morris versus
Uruguay : only
a partial victory
Isolda Agazzi

On 8 July 2016 an arbitration

tribunal ruled in favour of U
 ruguay, which
had been sued by Philip Morris over its

anti-smoking policy, under the terms of that
country’s Bilateral Investment Treaty ( BIT )

with Switzerland. The ruling might have been
completely different, however. Switzerland

should rebalance its b
 ilateral investment treaties to the b
 enefit of host countries.
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Philip Morris had filed a suit in 2010 with the ICSID, a World
Bank arbitration tribunal. The tobacco multinational, whose international operations are based in Switzerland, challenged
Uruguay’s introduction of the single package policy, which prohibits the sale of more than one type of cigarette per brand
( e.g. Marlboro Red, Green, Gold ), thereby forcing Philip Morris
to withdraw seven of its 12 products and to devote 80 per cent
of the surface of each packet to warnings about the dangers of
smoking.
The case had caused outrage among NGOs around the
world, including Alliance Sud, which together with the NGO
Friends of the Earth Uruguay began to take action. One crucial
fact is that the Secretariats of the World Health Organization
( WHO ) and of the WHO Framework Convention on Tobacco
Control had submitted an amicus curiae – a letter by a third
party shedding new light on the case – explaining that the
measures taken by Uruguay were in compliance with the said
Convention.
The arbitrators upheld Uruguay on all counts and ordered
Philip Morris to pay the tribunal’s operating costs and part of

Uruguay’s legal expenses, in the amount of USD 7 million. More
specifically, they ruled as follows :
1. Uruguay had not violated any of its obligations under
the BIT with Switzerland.
2.	The regulations introduced by Uruguay were not
an expropriation of Philip Morris but bona fide measures
designed to safeguard public health.
3.	They did not violate the “ fair and equitable treatment ”
of Philip Morris, as they were not arbitrary. On the
contrary, they were reasonable, science-based measures
supported by the international community.
4.	They did not impair Philip Morris in the enjoyment of
its patents in an unreasonable or discriminatory manner,
as they pursued legitimate interests and were not
aimed at depriving the multinational of the value of
its investment.
Implications of the ruling
What does this crushing defeat of one of the world’s leading
cigarette manufacturers mean for the future of the anti-smoking campaign and the investor-state dispute settlement process in general ? Does this ruling mean that the system is working, as its defenders claim, and that no further lawsuits will be
filed against public health protection measures in the future ?
Nothing is less certain.
Most analysts acknowledge that the lawsuits filed by Philip Morris have had a chilling effect when it comes to antismoking measures planned by other countries – Costa Rica,
Paraguay, New Zealand, among others – which have either hesitated or decided against regulating, for fear of being challenged. Besides, the tobacco giants will probably not hesitate
to bring actions against the poorest countries, especially in Africa, which are their principal future markets.
It should also be underlined that this ruling does not set
an international law precedent that will bind arbitrators in
similar cases in the future, as there is no case law in arbitration.
Arbitration is by definition unpredictable and random given
the diverse range of jurisdictions ( the ICSID in this case, but
there are many others ), of arbitrators and the vagueness of legal standards. Moreover, it should be borne in mind in this particular case that one of the three arbitrators ( the one chosen
by Philip Morris ) disagreed with the ruling and published a dissenting opinion. Investment protection agreements should
therefore be rebalanced in favour of host countries – starting
with Switzerland’s agreements.

Attendees at the
Fourth Conference of
the Framework
Convention on Tobacco Control ( FCTC )
in Punta del Este are
received with an
anti-tobacco installation in Montevideo
( Uruguay ).

Swiss quality must include the protection of human rights and the environment

Responsible Business
Initiative
handed over
Rahel Ruch

On 10 October, the Swiss

Responsible Business Initiative has
been presented to the Swiss
authorities. The 80 civil society
organizations supporting the
initiative share one common goal :
Swiss quality must incorporate
the protection of human rights and
the environment.
Swiss based companies have made and continue to make
headlines for human rights abuses and environmental damages committed through their global activities. Abusive child
labour in cocoa production, catastrophic working conditions in
textile factories, environmental damages caused by the extractive mining industry… Such unethical business practices still
enjoy impunity to this day. This is why, on April 21st, 2015 a
broad coalition of Swiss civil society organizations launched
the Responsible Business Initiative. Alliance Sud is an active
member of the initiative committee.
On 10 October 2016, the 120,000 valid signatures gathered
for the Initiative have been handed over to the Swiss government.1 The constitutional amendment proposed by the initiative is based on the UN Guiding Principles on Business and Human Rights, unanimously adopted by the UN Human Rights
Council in 2011. The initiative compels Swiss-based multinational companies to undertake human rights and environ
mental due diligence in all their business activities abroad.
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In practice, companies will have to identify, prevent, mitigate
and account for how they address their adverse human rights
and environmental impacts and those of the entities under
their control. If a corporation does not fulfil its mandatory due
diligence, it may be held to account for abuses committed by a
subsidiary abroad.
Switzerland’s reputation is a major asset of its economy.
Swiss quality stands for high standards, meticulousness and
fair business relations. Companies benefitting from this reputation abroad must comply with international norms. In reality
however, a number of Swiss-based companies still do not take
into account the human rights and environmental impacts of
their activities, nor do they take the appropriate steps to
avoid or eliminate abuses. By bridging this current loophole,
the Responsible Business Initiative seeks to ensure that the
protection of human rights and the environment becomes an
integral part of Swiss quality.
This initiative is part of a wider international trend towards binding rules for multinational companies. In recent
months, the Council of Europe and the European Parliament, as
well as eight national Parliaments of EU Member States, have
spoken in favor of mandatory human rights due diligence.
The Swiss Responsible Business Initiative meanwhile enjoys the support of a broad coalition comprising of 80 organizations working in development aid, women and human rights
and environmental protection, as well as churches, unions and
shareholders’ associations. After submission of the signatures,
they will now immediately begin to prepare for the referendum’s campaign. According to a recent survey, 89 per cent of
the population wants Swiss-based companies to be compelled
to respect human rights and the environment abroad. Furthermore, 92 per cent think that corporations should ensure that
companies under their control do the same. Despite the lack of
political action in this regard, these numbers indicate a wide
public concern for corporate responsibility.
See also: www.konzern-initiative.ch

1 In Switzerland, a popular initiative will be put to the vote,
if 100,000 eligible citizens provide their signature.
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Public action in front of the Federal Palace in Berne and press conference on the occasion of the successful
submission of the 120,000 signatures – organized by the coordination team of the Responsible Business Initiative :
Rahel Ruch, Seraina Patzen, Béatrix Niser-Lindley ( photo p. 4, left ).
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Corporations under observation: interview with Markus Mugglin

Business and Human
Rights – a taboo zone for
the Administration
Daniel Hitzig and Laurent Matile

Making a profit while observing human rights – the two things

can but need not go together. Yet they ought to. Always, in the view of the R
 esponsible
Business Initiative. In his book, publicist and economist Markus Mugglin lays
the groundwork for a debate that should now begin. With the utmost transparency.

You describe the way the relationship
between Nestlé and NGOs has evolved
over recent decades. Today, in addition to confrontation, there is ad hoc
cooperation. Isn’t this causing
some confusion on the part of NGOs ?
This is not at all my impression. NGOs
have learned that disagreement and dialogue are not mutually exclusive. There
was a learning curve for both NGOs and
enterprises until simultaneous cooperation and confrontation became possible.
I have followed this process through the
example of child labour in cocoa fields,
which in my view is a good illustration.
NGOs in the USA began pressuring
Nestlé in 2001. The corporation promised
improvements, but was halting in its action. A turning point came in 2012 with
an admission made in a film, in which
a Nestlé representative commended a
Danish filmmaker for his highly critical
report on the situation in West Africa’s
cocoa fields. Some headway has since
been made in combating child labour.
Among Swiss corporations, Novartis had
for many years played a leading role
in the discussion on corporate social
responsibility, through its f oundation
headed by Klaus M. Leisinger…
Leisinger was able to reach out beyond
Novartis and make a difference in the
Swiss debate on business and human
rights. But one is now struck by the fact
that Novartis annual reports make no
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mention of human rights. “ Sustainability ” is discussed without any reference at
all to human rights.
Doesn’t the example show up the
tenuous basis of the arguments being
wielded by corporations to convince
us of the sufficiency of their corporate
social responsibility ( CSR ) ?
CSR is a very flexible and somewhat unreliable concept. Even leading management theoreticians now affirm this. It allows enterprises to take seriously those
postulates that are easier to fulfil. When
human rights are placed front and centre, this becomes less possible. Proof
must then be provided that human
rights are being respected and protected
and that there are instruments in place
to provide compensation for any human
rights abuses. These are the demands of
the UN Guiding Principles. Admittedly,
they are also not legally binding. But
they do reduce the scope for picking and
choosing, which enterprises like so much
about the UN Global Compact.
Last year the Swiss Government
presented a report on CSR. You
could hardly find anything positive
about it ?
The report made for frustrating reading.
It is confusing and has no red line, no recognizable message. Banking professor
Urs Birchler hit the nail on the head
when he stated in the Neue Zürcher Zei-

tung [ an economically liberal oriented
Swiss daily newspaper ] : “ The Confederation participated in the debate not as a
State, which lays down and implements
clear and binding rules, but as the originator of vague expectations.” The State
should create clarity rather than spawn
confusion through a complex number of
recommendations. It should implement
precise and unbureaucratic regulations
for the protection and observance of human rights by enterprises.
The banks had to learn the hard
way that dirty dealings carry high risks,
mostly to reputation. How much
importance do corporations ascribe to
reputation ?
I was surprised by the clarity of a statement contained in a UBS annual report
regarding the difficulty of recovering
from reputational damage. The recovery
process was slow and the offences of recent years had seriously damaged the
bank’s image and financial performance.
Corporations seem to realize the true
value of reputation.
Banks do talk a lot today about
sustainable finance, yet the figures
tell a different story.
This is confirmed in their annual reports.
The amounts being reported by the two
major banks as “ sustainably managed
assets ” have indeed increased appreciably in recent years. It can be gleaned

from the annual reports, however, that
only a very small portion of these assets
are invested in keeping with social and
environmental criteria.
Reputational damage also affects
countries where corporations maintain
their head offices. With respect
to gold, the State Secretariat for the
Economy ( Seco ) is attempting to
take countermeasures through the
“ Better Gold Initiative ”. It covers
700 kg, whereas 3,000 tonnes of gold,
or 70 per cent of the worldwide trade,
passes through Switzerland. This is
almost a ridiculously small step, isn’t it ?
This difference is indeed striking, and all
the more so when it is considered that
for decades, Switzerland deliberately
kept its role in the gold market a secret.
Even today, the origin of the huge
amount of gold being processed and
traded in Switzerland is highly reminiscent of a black box. Traceability, in other
words the question of where Swiss gold
comes from and the conditions under
which it has been mined, is still rather
scant. And yet the Better Gold Initiative
shows that certification is only worth as
much as the degree of transparency involved.

How do you account for the marked
reticence on the part of the
Federal Administration when it comes
to human rights issues ?
My impression is that there is a very
widespread kind of “ political correctness ”. I also got this impression during
the debate on food speculation. There is
an apparent reluctance to get to know
the true facts. There are taboo areas
such as business and human rights,
which some do not discuss openly. Besides, there is a leaning toward subsequent enactment. Switzerland waits until the others – mostly the European
Union – have laid out their policy. The
hope is perhaps not to have to take part
in certain discussions regarding economy and society.
Enterprises can hire armies of lobbyists to influence the process regarding
the way firms should behave with
respect to human rights. With their
limited resources, do NGOs stand
a chance against them ?
Absolutely. I cannot help recalling the
debate on tax justice. It was triggered in
2003 by a handful of experts who founded the Tax Justice Network. Today, their
proposals have reached the highest levels of the OECD ( see page 8 ). There is
much professional expertise in the
world of NGOs. I am thinking, for example, of Banktrack or Somo in the Netherlands, of Oxfam or numerous Swiss
NGOs. I am more concerned as to whether civil society will succeed in disseminating all this research to the general
public. Naturally, the media should also
play a part in publicizing it, but that is
another story, which I have not tackled
owing to time constraints.

Mugglin Markus : Konzerne unter
Beobachtung – Zivilgesellschaft,
Kampagnen und ihre Wirkung
[ Business under Observation. Civil
Society, Campaigns and their Effects  ].
Rotpunktverlag ( Zurich ), 2016.
208 pages. CHF 29.00.
ISBN 978-3-85869-706-6.
Available in German only.

Markus Mugglin, longtime
journalist with Swiss radio SRF,
is today a freelance publicist.
He describes his role as that of
an “ observer of the observers ”.
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Markus Mugglin, many thanks
for talking with us.
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Federal Council : fiddling with corporations

No more the sour apples  !
Dominik Gross

The Apple tax avoidance scandal and the Federal Council’s

draft Law on Swiss Country-by-Country Reporting show that
there is no way around publicly accessible corporate reporting by
multinational corporations.

Corporate profit shifting to tax havens by multinationals is
wreaking havoc in the global South. To maximize returns from
commodities mined in Africa and from the sale of their products, corporations shift earnings from their subsidiaries in the
global South to their branches or business offices in low-tax
areas. In this way they pay just a fraction of the taxes for which
they would normally be liable in the countries where most of
their business activities in fact take place. This is done through
what is known as transfer pricing manipulation : when two
subsidiaries in a corporation sell goods or services to each another, the group’s management must set the prices, which

should really reflect fair market value. Where market prices are
not taken as a reference, corporate managers often arbitrarily
set exorbitant transfer prices, in this way shifting profits from
a “ high-tax country ” to a low-tax area.
OECD countries keen to keep it among themselves
The latest example of such corporate tax avoidance came recently from Apple ( see box ). With a view to halting such tax
evasion, the international tax justice movement has been militating since 2002 for the introduction of Public Country-ByCountry Reporting ( CbCR ) for multinational corporations. This

Photo : © Kieran Dodds / Panos

Apple’s market power enables it to reach world’s remotest nooks and crannies. The logo on the cap of this Tibetan
at the Qumalai Horse Festival at the headwaters of the Yangtze, Mekong and the Yellow River is nonetheless a fake.
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could be instrumental in the future in unmasking corporate
tax avoidance constructs like the one involved in the current
case of Apple. Introducing CbCR at the international level is, after all, one of the cornerstones of the project unveiled by the
OECD a year ago to combat tax avoidance by multinationals,
called Base Erosion and Profit Shifting ( BEPS ). The problem is
that OECD countries do not favour public country-by-country
reporting but instead wish to limit BEPS to automatic exchange of information between tax authorities. Developing
countries will not be able to benefit under this scheme, even
though the International Monetary Fund estimated in 20141
that profit shifting by corporations is costing the global South
over USD 200 billion in lost tax revenue every year.
Federal Council not assuming its responsibility
As a tax haven for multinational corporations, Switzerland is as
much loved as Ireland, whose special tax regime was being exploited by Apple. But apparently the Federal Council has not
yet understood the special responsibility that consequently
falls to Switzerland in building a sustainable global tax system.
The draft of the Swiss Federal Act on the International Automatic Exchange of Country-by-Country Reports of Multinationals ( the “ALBA-Gesetz ” ), which was tabled in the spring and
designed to implement the OECD guidelines in Switzerland,
still lags far behind the standards suggested by the OECD.
Hence, the threshold of a CHF 900-million turnover set by the
Federal Council as the trigger point for the submission of country-by-country reports does indeed roughly match the OECD
level, but releases “ small corporations ” from the duty of submitting country-by-country reports to the federal tax administration. Yet it is precisely the taxes payable by small multinationals that are so crucially important to developing countries.
Because the tax base of poor countries is a fraction of that of
Switzerland, the threshold in this instance should be about 15
times lower, so as to effectively limit the harm to tax authorities in developing countries. Furthermore, the Federal Council
is reluctant to request master and local files from multinational corporations active in Switzerland. This means that while it
does meet the absolute minimum OECD requirements, it is
also considerably reducing the informative value of transfer
pricing documentation from multinational corporations with
head offices in Switzerland. Even if Switzerland were to share
information with the tax authorities of individual developing
countries, those authorities would still lack the necessary overview of the specific transfer pricing risks associated with the
Swiss corporation operating a subsidiary in their country.
Reciprocity at the expense of developing countries
The Federal Council wants to decide on a case-by-case basis
whether Switzerland will automatically exchange country-bycountry reports with countries that have signed the OECD’s
multilateral ALBA agreement. If in so doing the Federal Council
will be guided by the Automatic Exchange of Information
( AEOI ) regarding bank customer data, to be introduced in 2018,
most developing countries could come out losing under ALBA
– quite probably including Senegal or Nigeria, which have already signed the multilateral ALBA Agreement. This makes it
all the more crucial for Parliament – which is expected to discuss the matter in the winter session – to support the multilateral implementation of the ALBA Agreement by Switzerland.

This would mean that all 30 countries currently participating
in the ALBA Agreement would automatically receive company
information from Switzerland. But even so, the job would still
not be complete. Civil society forces advocating for tax justice
worldwide will only be sustainably strengthened when Switzerland requires corporations with head offices in this country
to disclose their country-by-country reports fully. Switzerland
would not be alone in making such a move, as Britain’s Conservative Government recently announced the introduction of
public country-by-country reporting. This is already a reality for
financial service providers across the EU.
1 IMF Working Paper, Base Erosion, Profit Shifting and Developing
Countries, bit.ly/1GMlAi8

How the Apple swindle
works
dgr. Until the restructuring of the past year,
Apple Inc., the California-based parent company
of the IT corporation, operated two subsidiaries
in Europe, namely Apple Sales International ( ASI )
and Apple Operations Europe ( AOE ). ASI would
purchase finished Apple products from factories
around the world, then sell them in Europe,
Africa and India. When a Swiss customer bought
an iPhone at an Apple Store in Zurich, the
profit would end up with ASI in Ireland. Apple
would therefore pay less tax on this profit
than it would normally have to pay in Switzerland.
But that is not all. Most of the profits that ASI
should really have booked in Ireland, were transferred internally, within ASI, to a presumed
head office. This office was not registered in any
country, it had no business premises or em
ployees and hence no business operations of its
own. Its only activities were occasional Board
of Directors’ meetings. This meant that Apple did
not pay a cent in taxes on most profits made
in Europe, Africa and India. Apple was thus able
to compress the profit tax effectively paid in
Ireland to 0.005 per cent. It is worth noting that
this had the approval of the Irish authorities,
with which Apple had most recently reached an
agreement in 2007 under what is known as
a ruling. This was illegal under EU law, however.
Consequently, the European Commission is
now requesting Ireland to reclaim from Apple an
amount of € 13 billion in back taxes. Apple CEO
Tim Cook’s comment on the matter was : “ This is
total political crap ”.
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Federal finances : stabilization programmes in quick succession

Learning from
the rich how to save
Eva Schmassmann

Although the Finance Department regularly

announces budget surpluses, development aid is to be cut
yet again. What is still not being mentioned is that
internationally, Switzerland’s taxation and debt levels
are among the lowest.
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In May 2016 the Government approved the 2017 – 2019 stabilization programme. The Council of States discussed it in the autumn. The cuts disproportionately affect international cooperation, where about 25 per cent of the savings will be made.
More specifically, the cuts amount to CHF 150 –  250 million per
year. Besides, international cooperation is one of the few areas
in which cuts are being made not only in relation to the provisional financial plan, but in absolute terms.
Compared to the existing financial plan, the stabilization
programme curtails federal spending by a total of CHF 800
million to CHF 1 billion annually. Adjustments are deemed necessary, given the strong appreciation of the Swiss franc and declining revenues – caused by slower economic growth – if debt
brake requirements are to be met.
But the Confederation does not wish to take any revenueside measures – new taxes or levies are out of the question.
The principal argument being wielded in favour of the
asymmetrical burden of savings on international cooperation
is that the latter had grown disproportionately in recent years.
That growth was the outcome of a strategic decision by both
Houses of Parliament to increase official development assistance to 0.5 per cent of economic output. In short, the purely
bookkeeping justification of the massive cuts fails to recognize
Switzerland’s long-term interest in a socially, environmentally
and economically sustainable world.
In its Dispatch regarding the stabilization programme, the
Federal Council affirms that international assistance “ is still
one of the fastest-growing areas within the Confederation.”
But given the deep cuts that were made under the 2016 budget, this growth is largely a return to the 2015 spending level.
While international cooperation still accounted for a share of
5.5 per cent of the overall 2015 budget, that share will contract
to 4.9 per cent by 2019.
CTR III-related tax losses increase savings pressure
The Federal Council expressly rules out new or higher taxes.
With Corporate Tax Reform III ( CTR III ), revenues will again contract substantially as of 2019. In its CTR III proposal, the Federal
Council reckons that the Confederation will forego CHF 1.3 billion in revenues. Yet it refuses to introduce any countervailing
financial measures – a financial transaction tax, for example.
The Parliament has even further expanded CTR III, for the benefit of enterprises. The effects are hard to quantify, but they
will most likely lead to further substantive tax losses to the
Confederation, cantons and communes.
The focus on tax incentives in the competition between locations is a source of irritation. In its 2015 foreign economic
policy report, the Federal Council itself states that the level of
taxation is just one among numerous factors considered when
choosing a corporate location. It regards factors like infrastructure, quality of education, research, access to foreign markets
and the level of political stability as no less important.

Redistribution at the expense of the poorest
Already in June 2016, Finance Minister Maurer nonetheless announced a second savings package ( 2018 –  2020 ). The government budget is to be cut by further CHF 3 billion. Together with
the decision on CTR III, the maintenance of the expenditure
ceiling for the army is also fuelling the call for savings measures in other areas. To rebalance the budget, the knee-jerk reaction is to turn to the funds intended for uncommitted expenditures. Unlike funds for committed expenditures, they do not
result directly from provisions of law. Again, this particularly
affects development cooperation, the lobby for which in Federal Berne is relatively weak. Besides, the effects of the cuts will
supposedly be felt very far away from potential voters.
In the long run, however, the repercussions of savings at
the expense of the poor will eventually catch up with us here
in Switzerland. There is a dearth of resources for the fight
against the causes of terror, conflict and poverty. And the possibilities for helping to combat the causes of flight and migration through development aid are being curtailed at an untimely juncture.
The question is hardly being raised let alone really answered regarding the degree of justification or the necessity of
these massive spending cuts to the federal budget. After all,
the Federal Council has consistently reported record surpluses
in recent years. Most recently, for instance, the government’s
2015 financial statements showed a CHF 2.3 billion surplus, far
above the budgeted CHF 400 million. A CHF 1.7 billion surplus
is projected for 2016. Admittedly this is mainly the result of
special circumstances such as negative interest rates. Because
ever more enterprises are paying their taxes in advance, revenues are considerably above budget. After adjustment for
these special factors, the financial result is CHF – 0.1 billion,
which is in fact somewhat lower, though still substantially
higher than the budgeted deficit of 0.5 billion.
Switzerland’s public finances are also above average by international standards. Thus, the debt ratio for the 2015 government budget was a very low 34.4 per cent, which was clearly
below the average for countries in the European area ( 94.1 per
cent of GNI ). Switzerland also has some of the lowest figures
for taxation. At 27 per cent, the fiscal quota is significantly below the OECD average of 34.4  per cent.
In the light of these facts, it must be concluded that the
Federal Council is deliberately creating the impression of the
need for cost cutting, on the basis of poor forecasts. The economic outlook has indeed worsened recently, both globally
and domestically. However, according to forecasts by the Confederation’s expert group, the Swiss economy will post real
growth of 1.8 per cent in 2017. It is a very poor reflection on a
Switzerland, which is wealthy and economically much better
off than some of its neighbours, that it is making cuts that affect the poorest in developing countries.

Swiss Finance Minister Ueli Maurer, accompanied by the Director
of the Finance Administration and the Federal Council Spokesperson,
discussing the 2017 – 2019 stabilization programme at a press
conference in May 2016.
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Alliance Sud shines a spotlight
dh. In the park below the Stazione San
Giovanni in Como ( border station
between Italy and Switzerland ) African
migrants wait to see whether they
can enter Switzerland or transit through
Switzerland. The picture shows a
17-year-old young man from Ethiopia
charging his mobile phone battery.

Freelance Swiss photographer Didier Ruef, born in 1961, lives
in Lugano. The topics in which he has specialized include
the environment, waste and recycling, as well as social and
everyday topics. Ruef has already worked in over 75 countries and published hundreds of reports and photo essays,
including in prestigious publications such as Time, The
Observer Magazine, The Economist, Le Monde, Libération,
El País Semanal, La Repubblica, Der Spiegel and Die Zeit.
www.didierruef.com
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