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Rebooting productivity growth 

 
 

The economy has performed well, but productivity growth has been weak 

The economy has been performing well 
Real GDP, 2008 Q1 =100 

 
 
Source: OECD Economic Outlook 97 database (and updates). 

Swiss economic growth bounced back strongly 
after the 2009 recession, underpinned by low 
interest rates, high immigration and an 
exchange rate ceiling until early-2015, which 
supported robust export growth. Inflation has 
been low or negative over the past four years, 
due in significant part to the strong currency.  

Taming the housing market cycle 

Growth in real house prices  
% change, 2007 to 2014 

 
 
Source: OECD House Price database. 

Real estate prices have grown rapidly in recent 
years, especially in certain hotspots. The 
residential mortgage debt-to-GDP ratio of 120% 
is the highest in the OECD, and banks are 
exposed to the real estate sector. High house 
prices are being supported by very low interest 
rates, population growth, and smaller family 
units. Restrictive planning regulations have 
limited the increase in supply. Policy measures 
have relieved pressures somewhat, but to foster 
a soft landing and avoid unsustainable booms, 
supply needs to be made more responsive. 

Improving the efficiency of public spending 
 

Government spending  
As a percentage of GDP, 2014  

 
Source: OECD Economic Outlook 97 database (and updates). 

Switzerland has a long tradition of small 
government, which has not hindered its high 
international ranking in education, health or 
infrastructure. However, as the population ages 
the demand for public services will rise and 
revenues will be squeezed. Reconciling these 
long-term trends with small government will 
require an intensified focus on the efficiency of 
public spending. 
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MAIN FINDINGS KEY RECOMMENDATIONS 

Macroeconomic policy 

Growth has been strong, but is slowing sharply. 

Policy interest rates are negative, but there is 
fiscal room under the debt brake.  

Retain the debt brake, but allow the automatic 
stabilisers to operate fully. 

Boosting productivity and growth 

Productivity growth has been weak. 

The possibility that immigration will be 
curtailed means that efforts to improve 
productivity performance need to be 
redoubled. 

Increase competition in the telecoms and energy 
sectors, including privatising Swisscom. 

Push forward with reforms in the agricultural sector. 

Focus economic policy on measures increasing 
productivity growth. 

Extend the network of free-trade agreements, 
including with India and the United States. 

While women participate actively in the 
labour force and constitute the majority of 
tertiary graduates, most work only part time.  

Take measures to promote more intensive 
participation of women in the work force such as by 
increasing the supply of childcare facilities and 
introducing individual as opposed to family taxation. 

The housing market 

Overheating in the housing sector poses a potential threat to the economy. 

The Swiss National Bank (SNB) has been 
warning of overheating in the housing market 
for a few years, and several policy measures 
have been taken to cool activity, including 
voluntary measures by the commercial banks. 

Establish a framework for explicitly addressing 
affordability risk, to be used if needed to contain 
financial stability risks related to imbalances in the 
housing and mortgage markets.  

Mortgage lending growth to non-financial 
corporations has outpaced lending to 
households.  

Monitor closely mortgage lending to firms or 
households for rental properties, which may not be as 
responsive as the owner-occupied segment to recent 
regulatory measures. 

Housing investment is low and unresponsive 
to demand conditions. 

Review spatial planning regulations to make it easier 
to build denser housing. 

 Limit the tax deductibility of mortgage interest so that, 
combined with maintenance outlays, it does not 
exceed to the amount of declared imputed rent. 
Update the imputed rent calculations more frequently 
to better reflect market values. 

MAIN FINDINGS KEY RECOMMENDATIONS 

Efficiency of public spending 

The fiscal position is solid, but future spending needs will rise, putting a premium on spending efficiency 

Pupils who have attended pre-primary 
education for less than a year, or are from a 
socio-economically disadvantaged 
background, have significantly lower 
academic performance. 

Increase public spending on early childhood education and 
care, especially for children with disadvantaged socio-
economic backgrounds (including those from immigrant 
backgrounds), which could be combined with a 
generalisation of the childcare voucher systems in the 
Canton of Lucerne. 

The high dropout rate in university for 
students coming from some cantons 
imposes a cost on the other cantons. In 
addition, the particularly high dropout rates 
among some foreign students impose costs 
on the university system. 

Evaluate solutions to reduce the drop-out rate in the 
university system. 

 

The demand for graduates in science and 
engineering, health care, teaching and in 
certain crafts is rising.   

Boost the supply and attractiveness of fields of study that 
are in high demand in the labour market. Further clarify 
study streams across the tertiary education system. 

Generic drugs are on average nearly three 
times as expensive as in neighbouring 
countries. 

Switch the system for setting generic drug prices to 
reimbursing a pre-determined fixed amount. 

A lack of data hinders the assessment of 
rates charged by hospitals. 

Encourage systematic benchmarking of hospital costs. If 
rates keep rising despite the recent reforms, consider new 
legislation to control them using cost benchmarks. 

Demographic and aging-related spending 
pressures will rise.  

Fix the retirement age at 65 for both sexes and thereafter 
link it to life expectancy. To cut early retirement, reduce 
existing incentives and pay a larger pension premium for 
those who choose to work longer. 

Environmental sustainability 

Switzerland has set itself ambitious targets in its international commitments to climate change abatement.  

The CO2 levy is unevenly applied across 
sectors, and exemptions implicitly subsidise 
CO2 emissions. 

Increase the CO2 levy, and remove exemptions to this and 
other green taxes.  

Move forward with linking the Swiss and the EU emissions 
trading systems. 

The nuclear phase-out poses challenges. Make greater use of market mechanisms to lower the cost 
of the transition from nuclear to renewable energy. This 
includes redesigning the current feed-in tariff scheme. 

OECD Economic Survey of Switzerland 2015 
Main findings and key recommendations 

 



 


