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1 The importance of the border regions in terms of
promoting Switzerland as a business location and of
foreign economic policy

[

The border regions are very important to the Sweissnomy, as the country
most intensive trade relations are those conduetid the border areas of the
neighbouring states. Some of the most importantedsi of the European ecg
nomy are located in those border areas, so goaatigals with our neighbours +
going well beyond the sphere of foreign trade — @xecially important. In the
event of problems on the national borders, it ipanant to swiftly arrive at
amicable solutions. Switzerland is committed taigng this.

This main topic highlights the distinctive charagttics of border regions and
the economic importance of the neighbouring stares their border areas. I
also focuses on the importance of these territoidesselected federal policied.
Most discussion centres on the fields in whichatttons of the federal govern
ment are of central importance to the economic lbgwveent of the border regi
ons: enhancing locational quality and competitiveethe labour market, for
eign trade, infrastructure, and education, reseaactd innovation. Developmer]
in these fields fundamentally influences relatiomsross-border areas, with the
neighbouring states and with the EU as a whole. Sthetegies we pursue mus
be territorially differentiated — as highlightedyrfexample, by «Spatial Concept
Switzerland». The division of federal responsiiefitand good collaboration
between the federal government on the one handhensupraregional and cant
tonal bodies on the other, facilitate efforts t@pmote regional foreign trade.
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Preliminary remark

In this paper the terinorder regionss used to denote parts of Switzerland immedi-
ately adjacent to its national frontiers (such asthtWest Switzerland and indivi-
dual border cantons), and also their counterpaysid the frontiers as defined by
the perimeter of the EU’'s INTERRE® Al support programmes. The tenross-
border regions denotes the cross-border development areas asedefoy
INTERREGIV A. The Upper Rhine development area, for examplecompasses
four areas: North-Western Switzerland, Alsace, thestern part of Baden-
Wirttemberg, and the Southern Palatinate. The tmrder areas finally, denotes
the more extensive regions of neighbouring cousttieat share a border with
Switzerland — such as German fedé&@hderand Frenchiégions

1 See www.regiosuisse.ch.> ETZ/INTERREG > INTERREBIFERREG IV A.



1.1 Background

Being a small country, Switzerland in a sense asishainly of border regions. Of
the 26 cantons, 15 share a border with a neighbgwaountry. Political, cultural and
especially economic relations are correspondinfgigec In 2010, 75 % of Switzer-
land’s nominal gross domestic product was generistd@ose 15 cantons. Not all
border regions are alike, however: they range froetropolitan conurbations to
alpine zones.

Trade relations with the border areas of Bavaraddh-Wiirttemberg, Rhéne-Alpes
and Lombardy are particularly important, as these aanong the most important
drivers of the European economy. This regionalifprdrade integration makes a
major contribution to Switzerland’s economic prasye

The border regions offer good prospects for crassidr collaboration, generating
benefits on both sides of the border and also lgesffects beyond those territories.
At the same time specific challenges can arishésé regions, or general challenges
can become particularly accentuated, impairingticela with our neighbours or
with the EU.

Appropriate institutional frameworks are crucialtgportant to regional economic

success. Regions are not pre-ordained territonitis,ubut spaces that develop
through social and economic exchange. This ofteanmé¢hat the borders of munici-

palities and cantons are crossed. This givesois®th opportunities and challenges,
especially in border areas where these processessmacross national frontiers.

We shall consider the great importance of regi@nass-border economic integra-
tion in terms of promoting Switzerland as a bussnesation. The guiding principle

here is the recognition that economic developmenpartly a function of spatial

location. If we are to make Switzerland a more cetitipe, more attractive place to
do business, the strategies we adopt must beotliy differentiated (see sec-
tion 1.3.1). Promoting the unique selling propasii of locations, i.e. those quali-
ties that make them stand out from the competitinayes to centre-stage. In this
respect, moreover, Switzerland is placing increapgmphasis on federalism: it is
not only the federal government that makes a dmuion to regional economic

integration but also supraregional and cantonald@sogksubnational levels»).

We shall also examine other factors of key sigaifice to border regions, principal-
ly relating to (foreign) trade (see sections 1.3.3-5), and primarily from the feder-
al viewpoint. The selection of these fields is lthea the bilateral agreements with
the EU, which are the central foundation for th@ansion of relations with the
regions adjacent to Switzerland's borders. As foarfcial and tax-related ques-
tiong?, we focus on the taxation of cross-border comnsuter

2 For more detailed information see the Report efSwiss Federal Tax Administration on
International Questions of Finance and Taxatior82@&vw.efd.admin.ch >
Documentation > Publications > Brochures > Reporinternational Questions of
Finance and Taxation 2013).



1.2 Thematic context
1.2.1 Special characteristics of border regions

The political-institutional dimension

Like its five neighbouring countries, Switzerlansl & member of the European
Convention of 21 May 198®n cross-border cooperation between territorigh@u
ities (the Madrid Convention). This sets out thgaleframework for cooperation at
the level of cantons and municipalities. Furtherenibre Federal Council, represent-
ing several border cantons, has signed the KadsAgreement of 1996with
Germany, France and Luxembourg. This contains pias for the conclusion of
cooperation agreements and the creation of crostebdodies (special-purpose
associations). Numerous organisations of this gst all along the Swiss border,
safeguarding and consolidating economic and saahEsion in the cross-border
regions. On Switzerland's northern and easterrtiéna for example, this function
is exercised by the three-nation Upper Rhine Cenfez, the International Lake
Constance Conference, and the Upper Rhine Commisé® for the border with
France, mention should be made of @emité régional franco-genevo(€RFG)
and theConférence TransJurassien(€TJ) and in the Italo-Swiss border area the
Regio Insubric®

Switzerland’s border regions are also particulaffected by the Schengen Associa-
tion Agreement of 26 October 2004nd the Dublin Association Agreement, also of
26 October 2004 As a result, systematic identity checks are mgéo conducted at
the national borders — which makes cross-bordesguager traffic much smoother.
The Swiss Border Patrol still conducts goods ingpes, though, as Switzerland is
not a member of the EU customs union.

The economic dimension

In economic terms, frontiers are primarily barridrat generate costs. They impair
the flow of goods and services, impede productamidrs, and make it difficult for
companies to benefit from economies of speciabisatind scalé.This can restrict
regional integration in that the regions on one sitithe frontier or the other run the
risk of becoming truly peripheral regions. As ex#&spof economic drawbacks we
might mention interruptions in the network infrastiure, impediments to flows of
labour, trade and capital, differing administratsygstems, and the territorial seg-
mentation of labour, commodity and property markets

Territorial proximity to neighbouring countries gamwever, constitute a competi-
tive advantage (contact function), in that bord=gions become a starting point for
cross-border networks or take on specific functisnsh as transportation hubs or

3 SR0.131.1

4 The Agreement is not published in the AS. It cardbwnloaded from the Federal De-
partment of Foreign Affairs (FDFA) at www.eda.admm> Topics > Switzerland’s
cross-border cooperation > Legal basis > Karlsiugreement.

5 See www.oberrheinkonferenz.org; www.bodenseekenteorg; www.hochrhein.org;
www.crfginfo.org; www.conference-transjurassienng;, evww.regioinsubrica.org.

6  SR0.362.31

SR0.142.392.68

8  See van Houtum, Henk: An Overview of European Gmuigjcal Research on Borders
and Border Regions, Journal of Borderland Studies, XV, No. 1, Spring 2000;
Frey, René L.: Kooperation in Grenzregionen: ansfiel der Basler Dreilanderregion;
paper delivered on 30 May 2012.
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transit centres (known agatewayy Frontiers also give rise to so-called arbitrage
opportunities: businesses can exploit mismatchedliions on each side of the
frontier: differences in price, taxation, wages dablour costs, for example — and
also differing technological capabilities. This adso lead to conflict, though: when
Schaffhausen farmers purchase agricultural lanaicadj to their own just across the
border in southern Germany, the German resporwéical.

The sociocultural dimension

Border regions are where different nationalitiesetnevith all that they have in
common and all that they do not. Their relationgedel largely on their readiness to
open themselves up to their neighbours. Matterd sssca common identity and
fellow feeling have significant parts to play. lonse places, such as the Lake Con-
stance region and the Upper Rhine, a cross-bomdesesof collective identityhas
developed — though differing views and isolatioméstdencies can be discerned here
and there. Indicators of this include the currestiate about cross-border commuters
in Ticino and Geneva, and air traffic in northemit3erland.

A certain degree of ambivalence is typical of bordegions. Frontiers offer
development potential, but they can also constitdistacles. From the overall
economic viewpoint, the impeding effect of frostihould be kept to an absolu-
te minimum.

1.2.2 The economic importance to Switzerland of neigh-
bouring states and border areas

The EU remains Switzerland’s most important traddagtner. In 2011 the value of
exports to the EU totalled 118 hillion Swiss frar{é3 % of all Switzerland's ex-
ports). Imports from the EU totalled 136 billion S& francs (74 % of all Switzer-
land’s imports}t0 Switzerland is the EU’s fourth-most-important irag partner,
after the US, China and Russia.

Trade relations with our immediate neighbours ateeenely important (see figure).
In 2011 they accounted for 45.2 % of Switzerlanfd'®ign trade volume, i.e. ex-
ports plus imports. By comparison: Switzerlandadt relations with the EU as a
whole accounted for 65.1 % of our foreign tradeuwa in 2011.

9  Newrly, Petra: Transnationaler Regionalismus, V@rag, Minster—Hamburg—London,
2002, S. 41.

10 Foreign trade statistics of the Federal CustommiAibtration (FCA) of 23 October 2012
based on the country-of-origin principle (unpubdidh
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Switzerland’s foreign trade with the neighbouring states 2011 (bn CHF)

Despite recessionary tendencies in most EU menthggss trade relations between
Switzerland and all but one of the neighbouringestavere up in 2011 in compari-
son with the previous year: Germaig.3 %, Italy +2.2 %, Austria +10.6 %. The
one exception was France, at —1.6 %. The figuresnfonerous other European
states declined.

Another indicator of the intensive economic netvilmgkbetween Switzerland and its
neighbouring countries is the volume of mutual dineavestment as at the end of
2010. In aggregate, Swiss investment in the foightmuring countries of Germa-

ny, France, Italy and Austria totalled 113 billi8wiss francs, while investment by
those four countries in Switzerland exceeded 1B@biSwiss francs. Swiss com-

paniesemploy around 540 000 people in these countriedeiie number of people

employed in Switzerland as a result of direct imwent by neighbouring countries
is of the order of 175 000 people.

The importance of the border areas in terms ofidar&rade is huge. In 2011 around
45 % of exports to Germargnd 40 % of imports from Germanyere handled by
the federalLander of Baden-Wiirttemberg and BavatiaSwitzerland does almost
as much trade with Baden-Wirttemberg as it dods thi2 USA (31.4 billion Swiss
francs in 2010). At the same time, Switzerland cmtsl a comparable volume of
trading with Bavaria as it does with Spain (201Q:41billion Swiss francs) and
Japan (2010: 11.1 billion Swiss francs). In 2008uad one third of our exports to
France went to the immediately adjacent areas sfdd, Franche-Comté and
Rhéne-Alpes, which accounted for about a quarteBwitzerland’s total imports
from Francel2 Where ltaly is concerned, 49 % of exports and 58f¥nports were
conducted with the border areas of Piedmont, Lothhathe Aosta Valley and

11 Our own calculations based on figures from thésties offices of the relevant federal
Lander

12 Qur own calculations based on figures from thex&neNational Institute of Statistics and
Economic Studies (INSEE), only available for 2009.



Trentino-Alto Adigel3 In trade with Austria, the border areas of Vorarth and
Tirol are Switzerland’s most important partners.

Switzerland's neighbours, and the border areasairtigular, are extremely im-
portant partners to the Swiss economy in termt trade relations and direc
investment. The Federal Council considers it immatrtto gear the various po
licy areas towards exploiting this potential.

1.2.3 The importance of the border regions in the context
of selected federal policies

From the viewpoint of promoting Switzerland as a bginess location

The specific qualities of an area or a locationypdamajor role in its economic
development. Promotional measures must be forntitatenatch the special spatial
characteristics of metropolitan areas, industredions, tourist destinations and
border regions. The policy presented by the Fed€mincil in its Message of
23 February 201# on the promotion of Switzerland as a businesstimta2012—
2015, is designed to make these areas more attauid to make the Swiss econo-
my — in which the role of SMEs is so pronouncederercompetitive. In most fields
— those of regional and tourism policy first ancefoost — implementation is territo-
rially differentiated.

Cross-border cooperation in border regions was flang time overwhelmingly the
province of the cantons. As competition betweerinass locations has intensified,
however, the number of internationally competitieeations is trending down-
wards. From the federal viewpoint, therefore, actim a large scale is called for in
order to achieve the requisite critical mass (sagltooperation among the cantons
in the Jura arc). Switzerland’s federal structuaes advantageous here, as they
enable the federal government to obtain the supgfosupraregional and cantonal
bodies in its work to strengthen regional foreigrde.

From the viewpoint of foreign trade strategy

The Federal Council’'s foreign trade strategy of £20ighlighted the fact that the
international division of labour is the foundatiohSwitzerland’s economic success
(see the Federal Council's report of 12 Januar$2@h foreign economic policy in
2004, and also Messages on economic agreements)cdn® elements of the strat-
egy are the improvement of market access for Seaggpaniesabroad, and a com-
petition-friendly domestic-market policy. The Feale€ouncil thinks it important to
make this point: improved market access is not eweay street. There must be
concomitant liberalisation measures in Switzerlé®idce the foreign trade strategy
features no spatial differentiation, the borderigrg are not mentioned explicitly.
But the interplay of foreign trade and domestick®sampolicies is particularly evi-
dent in these areas: this is precisely where thmedtic economy (construction,

13 Figures from the Italian National Institute foaSstics (Istituto nazionale di statistica;
ISTAT).

14 BBI 20112337

15 BBI 20051089



retailing etc.) is at its most sensitive to theustural pressures emanating from
market liberalisation (see sections 1.3.2 and 1.3.3

From the viewpoint of foreign-policy strategy

The Federal Council also focuses more closely omldyoregions in its foreign-

policy strategy for the years 2012-2015 (see Farélglicy Strategy 2012-2015.
Report of the Federal Council of March 2082n the legislature’s core foreign-
policy issues). Key strategic issue no. 1 is thénteaance and consolidation of
Switzerland'’s relations with its neighbouring caigg, with particular attention to
the border regions and the rapid resolution of diffgrences of opinion. Harmoni-
ous, equitable relations with neighbouring coustree especially important from
the viewpoint of the national government becaug®ad understanding with them
has positive effects on Switzerland's relationshviite EU. Any difficulties arising

with our neighbours must be tackled before thgiereussions are more widely felt.
The repayment to Italy of the withholding tax paig cross-border commuters, for
example, has brought about a noticeable improvernmetite cooperative climate
with that country (see section 1.3.2).

From the viewpoint of spatial development policy Given the current prevalence
of networking and mobility, economic areas andnlivspaces — the so-called func-
tional regions — often no longer coincide with areafined in political and institu-
tional terms. The Federal Council took accounhéf fact when it approved the new
Spatial Concept for Switzerland, devised on a ttifgabasis by the federal govern-
ment, the Conference of Cantonal Governments an@wiss Associations of Cities
and Municipalities. This concept proposes estainlgstiwelve intercantonal zones
for planning and implementation, most of them idahg foreign territory adjacent
to our borders. The emergence of such cross-bdudetional regions is an oppor-
tunity, primarily for the cross-border metropolitaonurbations and urban centres
(Basel, Geneva, Lugano) — and possibly also falrand mountainous areas. This
is a way for these centres to achieve the requesiteal mass, improving their
positioning in the international competition betwelecations. Peripheral border
regions derive advantages from the link to a ceheégond the national frontier.
Chiavenna, for example, fulfils this function fordgjaglia in Graubtnden.

The Federal Council regards the border regions ®segnely important to rela-
tions with Switzerland's neighbours and the EU aghale, and also to the devg
lopment of the Swiss economy. The federal polidied here take account gf
this concern by proposing solutions that are aligne the specific areas with
their individual needs.

16 This report can be downloaded from the FDFA at weda.admin.ch/eda/en > Documen-
tation > Publications > Swiss foreign policy > FgrePolicy Strategy 2012-2015.



1.3 The federal government’s central spheres of action
1.3.1 Improving locational quality and competitiveness

New Regional Policy and INTERREG

Under the New Regional Policy (NRP) as enshrined in the Federal Regional
Policy Act of 6 October 2006 that came into force on 1 January 2008, the fédera
government is making individual regions more cortjyet and helping them to
create more added value. Therder regionsare explicit regional-policy targets in
addition to mountainous and rural areas. Suitaldgepts in the target regions will
trigger economic stimuli, maintaining existing jotisd creating new ones. With the
support of the federal government, for example, Yfaposchiavo centre of
woodworking expertiseaunched a cross-border pilot course with sixtieaimees in
2011. This is resulting in closer cooperation betwthe region and Italy, and at the
same time strengthening Graubiinden as a trainiocgtiom. The NRP is a joint
initiative by the federal government and the castd@anton-specific objectives are
defined in four-year programme agreements. Theoocardre in charge of selecting,
structuring and implementing the projects. With smepayable federal funds avera-
ging 40 million Swiss francs a year and loans ofiillion a year, this bottom-up
approach makes a significant contribution to regidsusiness promotion (see the
Message of 28 February 2080n the federal government’s multi-year programme,
2008-2015, for the implementation of the New RegioRolicy [NRP] and its
funding). The first phase of the programme is autfyebeing evaluated. In parallel,
and in consultation with the cantons, the fedeaalegnment is devising the strategy
for the second phase of the programme beginni2@16.

The EU’'s INTERREG programmé&s in which Switzerland participates under the
NRP, are particularly important to the border regioPart of the EU’s cohesion
policy, these provide support for regional initi@$ by member states. The EU’s
regional policy also has an economic focus. Inl#s¢ twenty years, although the
NRP and the EU’s cohesion policy have differentafgmoints, periods and funds,
numerous projects contributing either directly ndirectly to the attractiveness of
Swiss border regions have been launched and segpdife might mention the
Minnovarcmicrotechnology network in the Jura arc, Ereerbuildproject that helps
SMEs in the construction sector in the Alpine Spaxeemain competitive with
energy-efficient buildings, an8PL Insubria the Italian/Swiss cooperation platform
in the field of regional production systems.

Tourism in border regions

For many of Switzerland’s border regions — and éwléor some of their counter-
parts in the neighbouring countries — tourism isigmificant economic sector that
makes a major contribution to regional economigootitThe border regions also
generate an important proportion of Switzerlandverall tourism-relevant added
value. Being located near the border, for exanmiplan opportunity — because it also

17 Documentation on the NRP can be downloaded frenFtderal Department of
Economic Affairs, Education and Research (FDEAERaw.wbf.admin.ch > Topics >
Economy > New Regional Policy (NRP) and from regisse at www.regiosuisse.ch >
NRP.

18 SR901.0

19 BBI 20072445

20 See www.regiosuisse.ch > ETZ/INTERREG.



implies proximity to major foreign conurbations bues Milan or Munich. But at the
same time the adjacent border regions are primadpetitors, a factor that has
been accentuated by the rising external value @f3Wwiss franc. A comparison of
the canton of Graubiinden and the Austrian provfc®orarlberg, for example,
shows that the numbers of guests that each atfraatsthe other are very different.
In the canton of Graubiinden guests from Austricoacted for around 1 % of
overnight stays in 2011, while over 10 % of gu@stgorarlberg were from Switzer-
land and Liechtenstein. So because of the frordidasically homogeneous product
is thus on offer on widely differing terms.

The opening of th&otthard base tunnas part of the new transalpine rail routes
project (NEAT) ancExpo Milano 2015will be significant milestones for tourism in
the border regions. Experience with the Lotschizse tunnel shows that shorter
journey times can stimulate tourism. The Gotthasdebtunnel is likely to be a
particular opportunity for tourism in the cantonT€ino. Expo 2015 will give all
parts of the Alpine region tremendous opportunitieposition themselves as attrac-
tive global tourism destinations.

Cross-border agglomeration programmes

The federal government’s agglomeration programneea dreat deal to make urban
locations more attractive. A total of six billiowiss francs has been earmarked in
the infrastructure fundfor the coordination of transport and settlementurban
areas until 2025 (see the federal decision of 4lBxt2008! on the credit facility
for the infrastructure fund).

Three of Switzerland’s four metropolitan areas —icdty Geneva—Lausanne and
Basel — have perimeters that cross borders. Theimamies depend on cross-border
flows of commuters and goods. Here, as in smadens in frontier areas — Schaff-
hausen, for example — location development muse laaeross-border dimension.
Under first-generation agglomeration programmesgeffal contributions totalling
nearly a billion Swiss francs have been investeth transport infrastructure in
cross-border agglomerations since 2008. Partiaifighhas also been provided for
urgent measures such as the Cornavin—-Eaux-Vivessrhasse (CEVA) rapid
transit liné2 in the Geneva agglomeration (550 million Swiss\@s). Linking the
Swiss and French rail network€EVA forms the new backbone of the regional
transport network. By offering an alternative tavate transport, the rail link helps
to alleviate the traffic problems in the Genevaaaf@EVA simplifies the circulation
of people and makes the region more economicatigciive.

The NRP and INTERREG will in future continue tawdelimportant economid
stimuli in the context of cross-border cooperatibmcross-border regions par
ticularly, territorially differentiated mechanisnenable specific needs to be met.
Since the resources of the infrastructure fund atso be used for measurgs
extending beyond Switzerland’s borders, the Fed@sdembly’s decision (eX
pected in 2014) on the measures to be taken urdend-generation agglome
ration programmes — whose implementation is scleeitd begin in 2015 — is
also very important to the border regions.

21 BBl 20078553
22 www.ceva.ch



1.3.2 Labour market

The free movement of persons and accompanying meass

The Agreement of 21 June 199%etween the Swiss Confederation on the one hand
and the EU and its member states on the other eriréle movement of persons
(Free Movement of Persons Agreement, FMPA) cane fimtce in 2002, and sub-
sequently access to the Swiss labour market waggssively liberalised. In return
Swiss nationals acquired the right to live and warkywhere they wish on the
territory of the contracting parties. Quotas apmyto the immigration of workers
from the EU and EFTA were gradually rescinded. Thecks on employment
relationships that had previously applied, andgbealled principle of priority for
nationals as a precondition for the issue of a wakmit (under which Swiss com-
panieshad to try to fill a position with a Swiss natiori@fore they could appoint a
foreigner) were discontinued in 2004 for national€EU-174 and in 2011 for na-
tionals of EU-85. Since the FMPA came into force there has beerinmaigration

of almost 370,000 persons from the EU and EFTA iBtdgtzerland. In the same
period there has been net emigration of some 603¥@8s nationals. In the years
since the FMPA came into force, net emigration thas been slightly higher than
the average of preceding years. It is difficulatsess the extent to which the FMPA
has contributed to this slight rise in net emignatibecause no statistics exist for the
countries where Swiss emigrants go. According e dtatistics on Swiss nationals
abroads, around 60 % of them are located in EU or EFTAesta

In addition, seconded employees and the self-erepltyave since 2002 been able to
spend up to ninety days per calendar year workin§wiitzerland with no require-
ment to obtain a work permit. They are simply reedito register. The number of
service providers subject to this requirement hgenrevery year since the FMPA
came into force, reaching a new high of almost @@ @ersons in 2011.

Increased immigration from the EU and EFTA hasdbrgatisfied the heavy de-
mand in the Swiss labour market for additional (fjed) staff. Negative effects on
the local working population have been very limjtedrtly in consequence of the
accompanying measuréaken to protect pay and working conditions in 3eitand.
These include retrospective checks on the pay amdkinmg conditions of Swiss
employers and foreign service providers. Recentsykave seen a constant increase
in control activity in connection with these accanping measures, which has now
stabilised at a high level.

Experience of these accompanying measures to datshown that there are loop-
holes in the legislation. In order to close thene Federal Council has decided that
the amendment of the accompanying measures appbgvib@ Federal Assembly in

23 SR0.142.112.681

24 EU-15: Belgium, Denmark, Germany, Finland, Fraf@eece, the United Kingdom,
Ireland, Italy, the Netherlands, Austria, LuxemlmguPortugal, Sweden, Spain. Malta and
Cyprus, which joined the EU in 2004, are treatedldhme as the EU-15. The same provi-
sions apply to the EFTA states: Iceland, Liech&insind Norway.

25 EU-8: Estonia, Latvia, Lithuania, Poland, Sloval8tovenia, the Czech Republic, Hun-
gary.

26 The statistics on Swiss nationals abroad can baidaded from the FDFA at
www.eda.admin.ch > Documentation > PublicationsmsS Abroad > Statistics on the
Swiss Abroad.
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its 2012 summer session (see the Message of 2 N&iH#’ on the Federal Act on
the Amendment of Measures Accompanying the Freedwant of Persons) will
come into force at the beginning of 2013. The nesemanisms will more effective-
ly combat the phenomenon of bogus self-employmarthe part of foreign service
providers. In addition the State Secretariat fooriemic Affairs (SECO) and the
enforcement agencies are working to make the acaoynpg measures more effi-
cient by improving enforcement (see the Evaluatigrthe supervisory authority of
measures accompanying the free movement of pemotsheir effects. Federal
Council's position paper of 18 January 2&l@n the report of the National Coun-
cil's audit commission of 21 October 2011, and Fabd€ouncil’'s position paper of
4 July 20129 on the position paper of the National Council'sliacommission of
8 May 2012).

Effects of the free movement of persons on the ecamy and the labour market

In the last ten years the free movement of perbassmproved recruitment oppor-
tunities for Swiss companies, thygomoting economic growth and increasing
employment. The effects of the FMPA on the Swid®la market are described in
detail in the 8 report of the Monitoring Commission on the Switad/EU Free
Movement of Persons Agreement of 25 May 2012Effects of the free movement
of persons on the Swiss labour market». Immigratianed with the demand from
companies, and thus also with the state of econaanticity. Most of it took place in
occupational groups with high qualification requikmnts, in which local staff also
found additional employment opportunities.

Real incomeéave continued to rise since the free movemeneofgns was intro-
duced, and theompensation structure Switzerland has remained stable. Various
studie§! have concluded that increased immigration hasityjigttenuated the trend
in real incomes because it has made it easier & the need for qualified staff and
avoided costly bottlenecks in companies. Possitdsgure on the income trend was
detected in some vocational groups with high gigalifon requirements, but not, as
a rule, among persons with low and middle-rankinglifications. This indicates
that the accompanying measures have been effeespecially in the low-income
field.

Immigration by skilled personnel has probably dks® to a rise in productivity in
the Swiss labour market. In-depth academic stuaiiescurrently being conducted
into the effects of immigration stemming from thBIFFA on productivity and the
Swiss economy, and particularly on incomes.

Effects in border regions

The discontinuation as of 1 June 2004 of priority $wiss nationals and preventive
wage controls also made it administratively simpteremploycross-border com-

27 BBI 20123397

28 BBI 20121255

29 BBl 20127353

30 The report can be downloaded from SECO at www.s€lcoin.ch > Topics > Labour >
Free movement of persons CH-EU and accompanyingunes

31 See e.g. Stalder, Peter (2010): Free migrationdset the EU and Switzerland: Impacts
on the Swiss Economy and Implications for MoneRuwlicy. Swiss National Bank
(SNB), Zurich. Gerfin, Michael und Kaiser, Bori)@): The Effects of Immigration on
Wages: An Application of the Structural Skill-Célpproach. Discussion Paper, Faculty
of Economics and Social Sciences, University ofnBer
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muters The recruitment of cross-border commuters waslamger restricted to
certain regions (no quotas had ever applied). @lsis enabled the persons affected
to work in Switzerland as weekly commuters andehgrmade cross-border com-
muting more attractive.

Since the FMPA came into force there has been staotial increase in the number
of cross-border commuters (+84 000; +4.8 % per )y€eBne total in 2011 was
245 000 persons. While there was a moderate rifleeiproportion of cross-border
commuters in north-western and eastern Switzerldmedincrease was much sharper
in the Lake Geneva region, the Jura arc, and soutBeitzerland. In comparison
with migrant workers from the EU, whose qualificatilevels are above average,
relatively high proportions of unskilled personrseke found among cross-border
commuters and short-term residents subject to dggstration requirement. The
effects of the free movement of persons are aceglylihe subject of heated discus-
sion in the border regions affected.

The employment trend shows that regions with festg proportions of cross-
border commuters posted above-average employmenttyr(see chapter 5 of the
7th report of the Monitoring Commission on the Seitand/EU Free Movement of
Persons Agreement of 26 May 2084 IEffects of the free movement of persons on
the Swiss labour market»). A current stgfhjynowever, concludes that some of the
growth in cross-border commuting in the first feeays after the FMPA came into
effect (until 2005) was at the expense of domestiployment. The Monitoring
Commission’s report also found that in the year812@008 overall employment
growth in the Jura arc and southern Switzerland abawe average, whereas among
the resident population it was below average. Batttvo regions also posted differ-
ent growth rates in their populations of workinggago the employment rate among
the resident population rose nonetheless. Employrages also rose in regions with
increasing cross-border commuting, however, whieeeet was thus increased utili-
sation of the potential domestic workforce. In thake Geneva region, north-
western Switzerland and the Jura arc there waght shcrease in unemployment
relative to non-border regions. On the whole, firgdi about the effects of the free
movement of persons on border regions are stillethiAs the possibility of dis-
placement effects cannot be entirely ruled out,diestion is currently undergoing
in-depth analysis in a study commissioned by tderf@ government.

Fears of increased pressure on salaries in Svétm#d border regions are ground-
less. But this is another area in which developmenist be kept under observation,
because the sharp revaluation of the Swiss fraainsigthe euro makes the question
all the more explosive. The revaluation of the Swianc gave foreign cross-border
commuters a substantial rise in their real incofie®uros). This may have made

cross-border commuting more attractive, as welhasasing the risk of normal pay

conditions in Switzerland being undercut.

Taxation of cross-border commuters

Cross-border commuters make a sizeable financiariboition to Switzerland. In
2010, according to an estimate by the federal tahaaities, withholding taxes

32 The report can be downloaded from SECO at www.gelmnin.ch > Topics > Labour >
Free movement of persons CH-EU and accompanyingunes

33 Losa, Fabio B. et. al. (2012), Libera circolazogioie o dolori?, Ufficio di statistica
Cantone Ticino. Employment trends 2001-2005 werestigated more closely.
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brought the federal government, cantons and mualitigs some 3.6 billion Swiss
francs net, 461 million of which went to the fedegavernmeng4

The taxation of cross-border commuters is to aagesxtent a politically sensitive
question, as is immediately evident in relationsvMeen Switzerland andaly. The
relevant agreement between the two countries, witédbs back to 1974, applies to
the cantons of Graubiinden, Ticino and Valais. dijates for the transfer of around
40 % of the withholding tax levied on cross-bordemmuters’ incomes to Italy. In
June 2011, in order to increase the pressure oautt®rities of both countries to
revise the agreement, the canton of Ticino resoteeplass only half of the agreed
equalisation payments to Italy, placing the othaf im a blocked account. The sum
concerned (28 million Swiss francs) was releaselllialy 2012. On 9 May Switzer-
land and ltaly had agreed to create a joint taragmup to work on solutions to
outstanding questions of finance and taxation, rthgsion of the agreement on
cross-border commuters among them.

The cross-border provision of services

There are no statistics on cross-border servioegged by Swiss companiés the
EU and EFTA. Two years ago SECO therefore undertookstimate based on E-
101 forms issued. Form E-101 data are registerethdyFederal Social Insurance
Office (FSIO) at national level. However, theseadate merely indicative of the
provision of cross-border services for periodsaup@ days, as form E-101 includes
all postings to an EU member state for up to a yaad hence also postings for
more than 90 days). Comparing the number of crosdds service provision (i.e. E-
101 forms issued) from Switzerland to the EU and &Rnd vice versain 2009
gives a ratio of roughly one to three.

Cross-border service provision creates opportugitieit it also creates difficulties.
The EU is a potential market for Swiss compainiethe field of specialist services;
but in the construction industry, for example, aeighbours are themselves subject
to fierce competition from abroad. Moreover, segvigroviders in this field are
sometimes faced with various obstacles beyond ortddns. Companiesishing to
provide construction services in Germany, for ex@mnmust make advance trans-
fers for holiday pay to the responsible German fumdrespect of the employees
concerned, even if provision has already been rfadihe period of the posting as
required by Swiss law. There is a similar provisfonthe payment of holiday pay
and the 13th monthly salary in the Italian congtaic trade (casse edili). Swiss
companieghus incur additional costs when providing servite&ermanyor Italy.
Companiewishing to provide certain construction service§iance are obliged to
arrange insurance to cover claims under guaraoteg fjeriod of ten years (garantie
décennale). Until recently, however, it was notgilde for Swiss companie®
obtain this cover from any French or Swiss insurer.

These obstacles facing Swiss compahige been raised with our neighbours in the
context of various bilateral bodies in the attertgpfind pragmatic solutions. They
have also been raised in the Joint FMPA Committed,with the competent author-
ities in a group of technical experts. Thanks testh bodies, humerous questions
have already been resolved — or at least brouglseclto being resolved. SECO is
supporting Swiss companieend employee organisations, for example, in their
attempts to find solutions to the problems relatiodholiday pay in Germangnd

34 Estimate by the Swiss Federal Tax Administratiasda on calculations by the cantons.
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Italy. A solution at the level of private compantesthe problem of thgarantie
décennalewas reached through mediation by the secretafidhe Upper Rhine
Conference. Since the end of 2010 there have hesurance company contact
points in Geneva and Basel that help Swiss compaaiapply for agarantie dé-
cennale

A number of foreign companigwoviding services in Switzerland have also, how-
ever, objected to certain measures as obstaclestheaexample of Liechtenstein
shows, where Switzerland’s introduction of secudgposits in collective employ-
ment agreements declared to be generally compulsasyled to criticism. In the
decorating and plastering trade, however, compamdsemployee organisations in
Switzerland and Liechtenstein found a solutionhi@ autumn of 2012 by assuming
guarantees on behalf of companied.iechtenstein. Efforts along similar lines are
being made in other sectors too.

In the last ten years, immigration and cross-bordemmuting have benefited
Switzerland in terms of economic growth and risamgployment. Compani@s
border regions have particularly benefited from faet that it is now easier tg
recruit cross-border commuters. While no particufgessure on wages coul
be detected in Switzerland’s border regions in egognce of the FMPA, th
question of the possible displacement of localf ftpfcross-border commuter
and immigrant labour is being examined more clasBlgvelopments in borde)
regions must also be kept under close observatidigit of the sharp revalua
tion of the Swiss franc against the euro. Otheriemeasures accompanyirng
the FMPA will continue to be consistently appliadd their enforcement impro
ved.

[2BN an e N

1.3.3 Foreign trade

It is an objective of Swiss economic policy to ntain favourable framework condi-
tions for trade with the EU. The Agreement of 2B/ 19725 between the Swiss
Confederation and the European Economic Commufrige-frade agreement with
the EU), the autonomous amendment of the legaldveork in line with European
regulations and the bilateral market-access agnessmemoved various obstacles to
the economic integration of border regions causetedal and institutional frame-
work conditions and customs procedures. This pdims also affects trade with
foreign regions adjacent to our borders.

Despite this fundamentally favourable structurailation, agreements, conventions
and the like give no guarantee that problems iditiga with neighbouring regions
will be avoided. In addition to these occasiondfidlilties, the revaluation of the
Swiss franc is an increasing cause for concerfmagtperceptible effects on existing
trade flows, and these are having an especialipiseimpact on the Swiss retail
sector («shopping tourisms).

35 SRO0.632.401
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Customs procedures

Switzerland and Liechtenstein constitute a custanien. All our other neighbours

belong to the European Customs Union. Despite riwe tftade agreement with the
EU, all goods crossing between the two customsnsniiave to go through customs
clearance twice: when they leave one, and when ¢mégr the other. This double
customs procedure gives rise to costs for expoatedsimporters, and it makes trade
in border regions more expensive. On the instrastiof the Federal Council the

costs of this requirement, including the cost eacing goods through customs when
they are exported and imported, will be ascertalmed013 pursuant to the Fournier
postulate (10.3429 «Ascertaining regulatory cost@m)l the Zuppiger postulate
(10.3592 «Measuring regulatory costs»).

It is in the interests of Switzerland and the Elstmplify the customs procedures
applying to bilateral trade. The Agreement on timepéification of inspections and
formalities in respect of the carriage of goods andcustoms security measures
reached on 25 June 2G8%or example, reduced the additional burden oftely-
introduced security checks for goods at the front@@ustoms-clearance costs in-
curred by importers and exporters on both sides;iware by no means negligible,
could be further reduced through direct interactietween the Swiss and EU cus-
toms-clearance systems, and by the improved ccatidm of procedures. The
objective is for a single registration to be suéfit for exportation from one customs
union and importation into the other. With theiteinse exchange of goods, border
regions would derive particular benefit from suctpbution. Switzerland and the EU
are working on a step-by-step improvement. In thetext of the World Customs
Organisation they are preparing two modules forekehange of identities of ap-
proved economic operators and of security data.

Product regulations

Differences in technical product specifications also barriers to trade for regions
on each side of our borders. Various bilateral exgents between Switzerland and
the EU have made it easier for important sectorgdio access to the European
market, mirroring the situation that exists amortg flBember states. In this connec-
tion mention should be made of the Agreement odie 199% on the mutual
recognition of conformity assessments, which camte force in 2002. It covers a
large proportion of industrial-product regulatiofie mutual recognition of product
regulations and conformity assessments simplifiesexploitation of cross-border
value chains. A special agreement forwetch industrywhich is very important to
the whole of the Jura arc on both sides of the dmrdas been in existence since
1967 (Agreement of 30 June 198¢oncerning products of the clock and watch
industry). The 1999 Agricultural Agreement (Agreernef 21 June 1999 on trade

in agricultural products) covered the mutual redtigm of regulations applying to
certain agricultural products and in the veterinary fielth force since 2002, it
undergoes constant continuing development.

In addition, Switzerland has since 1992 pursuedpthiey of avoiding unnecessary
discrepancies between Swiss regulations (especim#inufacturing and product

36 SR0.631.242.05
37 SR0.946.526.81
38 SR0.632.290.13
39  SR0.916.026.81
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regulations) and those of our major trading pagn&he relevant rules and criteria
are set out in the Federal Act of 6 October ¥939% technical barriers to trade,

which came into force in 1996 and was revised ih2®witzerland autonomously

simplified the importation of certain products matvered by these agreements and
lawfully in circulation in the EU, but without digminating against Swiss produc-

ers.

Recent years have thus brought continual improvésriammutual access to markets
on both sides of our borders. However, these imggdvamework conditions could
not alter:

— the fact that the implementation of these agregésnean lead to problems;
according to a survey of the application of bilateagreements between
Switzerland and the EU conducted by the DFDA/DE#gmation Officé& in
2010,” a number of breaches have occurred — though sptutivere found
in most cases;

— the fact that the agreements do not includestdlvant products or cover the
totality of trade.

One example of this latter problem: since 201 Ikeals been calling for radiometric
controls of prefabricated metal products not oagjimg in the EU. This affects Swiss
companieghat supply products to the metals industry in Landy and Piedmont.
The cumbersome procedure makes imports from Swétmbrmore expensive,
putting Swiss manufacturers at a disadvantageeto EiJ-based competition. Swit-
zerland has proved that its regulations and gedigaplocation make contamina-
tion unlikely. Without a special agreement it iffidult to induce Italy to adapt these
rules. In a first step, attempts to simplify theqass are being made.

Another example of an issue that is not coverecryexisting agreement may be
found in the upcoming applicability of Regulatidal{) No 995/2010 of the Europe-
an Parliament and of the Council of 20 October 20dydng down the obligations of

operators who place timber and timber products hen rharket (ban on illegally

harvested timber or product made of such timbehnjs European regulation will

impact on Swiss exporters of furniture articlespgra raw timber, building items.

An understanding with the EU on this matter is s8eey to avoid potential obsta-
cles to trade due to this regulation. The admiaig&tn is in contact with interested
parties in Switzerland as well as with the unitglrarge within the European Com-
mission.

Strength of the franc

The export-weighted real exchange rate of the Stwse has risen sharply since
2009. It peaked at the beginning of August 2011emthe franc almost reached
parity with the euro. By imposing a minimum exchamgte of Swiss francs 1.20
against the euro, the Swiss National Bank enabdetbanieso plan with certainty.
Despite this, the Swiss franc's overvaluation agjaime euro — measured by the real
exchange rate index — remains at an above-avefage 2

40 SR946.51

41 From 1 January 2013 the Directorate for Europefiaira.

42 The survey can be downloaded from the Directdi@t&uropean Affairs at
www.europa.admin.ch > Documentation > Reports >utstion Bilateral Agreements.
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Until mid-2012 Swiss industry held its ground wefi.the last quarter of 2011 the
production index for industry and manufacturingostat the same level as in the
same quarter of the previous year. Until mid-2@\®iss industry’s capacity utilisa-
tion was good. Because order-throughput times @rg, |production and revenues
take time to react to changes in price competittgen Moreover, not all supply
contracts can be terminated at short notice. Becafithese two factors, it takes a
certain amount of time for the negative effectshef strong franc to be reflected in
the export figures. To a substantial extent, nggatifects on industry were moder-
ated by the favourable economic trend in German$wiss industry’s most im-
portant market. As the last revaluation phase efStiss franc has shown, moreo-
ver, many sectors and companiesSwitzerland have such a strong position in the
global market (e.g. watches, chemicals/pharmacasji¢hat they are able to in-
crease their prices without serious reductionslass

Because of the close interaction between compamiSsvitzerland and its adjacent
regions, border regions are hit especially hardhgy overvaluation of the Swiss
franc. As well as classic exporting industriesaitets and other commercial enter-
prises in border regions — in the hospitality andstruction industries, for example
— are also affected by the strength of the franc.

Shopping tourism

By simply crossing the border, Swiss consumersahte to buy the same or similar
items at lower prices. In addition to structuréatprdifferences, which — for agricul-
tural products especially — can be considerabke,ettonomic incentives for shop-
ping tourism are subject to fluctuations in thenti@uro exchange rate. The border
separates currency areas, and at retail levehigoge rise to competitive distortion.
This situation — competition from imports due te #xchange rate of the franc — is
particularly unfavourable to the retailing secfbhis effect is amplified if retailers in
Switzerland cannot buy from the same wholesaléneis competitors abroad.

In relation to total consumer spending, the 3-BdnilSwiss francs estimated to have
been spent beyond our borders in 2011 is not a buige But if we consider select-
ed product categories, shopping tourism is indéguficant — and often the expres-
sion of a Switzerland that is economically isolatei@at is particularly important, as
price differences are at their most pronouncetiimdlass of consumer goods owing
to the protection of Swiss agriculture. Accordirg dalculations of purchasing-
power parities by EUROSTAT, the EU statistics affimeat price levels in Switzer-
land are around double the average for the 27 Eldbee states. As the price differ-
ence is at its greatest here, meat is the reaindriforce behind shopping tourism.
This is also evident from its share of total spegdin shopping tourism. Based on a
number of estimates, about one billion Swiss framas probably spent beyond our
borders on meat alone in 2011. That would repreaanincrease of one third in
comparison with 2009, when the Swiss franc was @edk addition, crossing the
border to buy meat provides the opportunity to ltiyer products as well, even
though the price differences applying to these Wt be sufficient on their own
to make the trip worthwhile. Because of the pridféetence, this situation needs to
be looked at again — especially as regards meaémtins the Federal Council’'s
objective to improve mutual market access with Eukin the field of agricultural
produce and foodstuffs by taking appropriate messand concluding agreements.

As well as agricultural protection, Swiss economidicy faces a second challenge
relating to cartel law that is especially importémits border regions. The matter at
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issue is the improved enforcement of the legaltlenent to cross-supplies within

dealer networks. A manufacturer must not be abfabibit a dealer in Switzerland

from obtaining supplies from a wholesaler abrodte @amendment to cartel law that
has been set in motion, together with the agreelmemteen Switzerland and the EU
on cooperation between their competition autharitisee section 5.6), which is
scheduled to be signed before long, promise impnevds in this regard. However

that may be, it is the task of the private seatoestablish new supply chains and
promote competing brands in order to combat priseriinination at the expense of
Swiss retailers and Swiss consumers.

Close economic relations with the EU, and particlylavith neighbouring regi-
ons, have prompted Switzerland to adopt and apgmybilateral approach and
to continue to develop it. Such a framework, howewgannot eliminate all
obstacles to trade, because the agreements doavet all sectors and imple
menting them can give rise to problems. Favouraigatractual conditions,
moreover, cannot eliminate the vulnerability ofdeato exchange rate move
ments, nor can they prevent it from being obstdidig anticompetitive prac
tices in the private sector. These problems areatten for competition policyi|
and cooperation between the competition authorities

1.3.4 Infrastructure

In 2010, as part of its efforts to enhance Switzedl as a business location and to
maintain its competitiveness in terms of infrastuue, the Federal Council adopted
an infrastructure strategy (see the Federal Couapibrt of 17 September 2080
«The Future of National Infrastructure NetworksSwitzerland») that for the first
time attempted to produce an overview of the itftacsure networks within the
federal government’s area of responsibility. Toibegith, there are gaps and chal-
lenges with regard to the quality of the networksoad, rail, air travel and the
electricity grid — that have priority for bordegrens.

On the whole, the Swidsighway networkhas good links with the trans-European
road network. There is only one gap, in north-easBwitzerland: there is no direct
motorway link with Austria, although the network égsmplete on the Swiss side.
Previous Austrian projects were not pursued becafisavironmental concerns. A
supra-regional working group headed by the fedpravince of Vorarlberg, on
which Switzerland is represented, is currently imgkon new options. The greatest
challenge with regard to the road network is therdéase in traffic volumes that is
expected over the coming decades. There will beriaus worsening of the bottle-
necks affecting Switzerland's highway network —manily in and between the
agglomerations, where long-haul, transit and ldtaffic flows merge. Border
regions (the Lake Geneva area, north-western Stetmd Ticino to a lesser extent)
will be among the regions affected (though perhagisthose worst affected). Con-
struction projects to eliminate systemically catidottlenecks are essential, and
some of them are extremely urgent.

43 BBI 20108665
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As far as accessibility byail is concerned, large Swiss cities are only average i
terms of the European rankings. By the end of 2820federal government propos-
es to invest some 1.1 billion Swiss francs in thié metwork to improve its links
with the European high-speed network in the west-daection. The federal gov-
ernment is also utilising unconventional approaclies providing partial or ad-
vance funding for relevant rail construction beyaih@ Swiss borders (e.g. the
Geneva—Bourg-en-Bresse, Rhine-Rhéne TGV and Lihdianich routes). The
Gotthard and Ceneri base tunnels will be operatibye2019. And major projects
will be implemented in the agglomerations, for epéathe Geneva—Annemasse and
Mendrisio—Varese links. Though the Gotthard basmél will increase freight
capacities, creating suitable access routes ondid#is of the national frontier will
require a great deal of commitment.

Air travel is supremely important to the nation’s global asi®@kty. All three
national airports are located in border regionsthsy also attract a high proportion
of passengers from neighbouring countries. Genexh Zurich airports are ap-
proaching their capacity limits, further aggravaiedthe case of Zurich by the
restrictions imposed by Germaoy the times when its air space may be used. The
Federal Council expects the international treatythwiGermany signed on

4 September 2012 to lead to the resolution of thdlict over aircraft noise and to
legal certainty for Zurich airport. The demand far travel can be expected to
continue rising sharply, and Zurich in particulaitl wot be able to cope with this
increase even with huge gains in efficiency. Inltnger term airlines may therefore
conceivably turn to other nearbybsbeyond Switzerland’s borders, such as Milan,
Munich etc.As for theelectricity grids Switzerland’s function as a power-transit
country means that its connections with neighbaudauntries are relatively good
in terms of capacities, but its network structureets the requirements of an inte-
grated European grid only to a limited extent. Hueder regions with the most
serious bottlenecks are the Lake Geneva area,sy/dl@ino and the Zurich/Aargau
area. Against the backdrop of the turnaround inggnpolicy initiated by the Feder-
al Council, it is becoming more and more urgenintprove the links between the
national high-tension grid and the European integragrid. In this respect the
Alpine Convention’s new energy platform is a fagilfor dialogue about the chal-
lenges facing all the Alpine countries in expandimgjr energy infrastructures.

On the whole Switzerland’s infrastructure linkstwits neighbours correspond
to the degree of mutual economic and social netingriNeeds and priorities d(
not always match, and in such cases Switzerland coaperate closely with the
neighbouring states in order to arrive at amicabtdutions. This is in the inte}
rests of Switzerland, and all the more so of theigaarly exposed border regi-
ons.
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1.35 Education, research and innovation

The subject of foreign students pursuing acadetaities in Switzerland is currently
one of considerable political resonance in thalfafl education. Although this is not
a «border-specific» phenomenon, it is seen as feigntly more pronounced in
areas close to the borders. From the viewpointhef federal government, the
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presence of foreign students is a positive factdhé academic sphere, in line with
Switzerland’s generally international orientati@ut it can become a problem if it
causes academic institutions to exceed their cgpdiaiits, thus impairing the
quality of the education they provide. And a furthegative factor: the only contri-
bution that foreign students make to the cost efrthducation is their course fees,
whereas students from one canton studying in andithee the bulk of their costs
met by their home cantons. The universities readhis development in different
ways. St. Gallen has had a quota in force for s¢werars, and places are allocated
on the basis of an examination. Basel requiresfghat the individual has a place in
his home country if @umerus clausuapplies to the selected subject in that home
country. In Ticino, however, foreign students h&eeome part of the universities’
growth strategy.

To strengthen regional innovation systems, natiandl international bodies that are
particularly concerned to promote research ancarebebased innovation are taking
responsibilities and initiatives. The national tlaim networks launched by the
Commission for Technology and Innovation (CTI) pegticularly worthy of men-
tion. An important component of the networks appbby the CTI is the transfer of
knowledge and technology between the national pdayea given field of innova-
tion and European partners, in the context of thstnsuitable EU support pro-
grammes or via bilateral transfer processes. Oranple is the nationaCarbo
Compositegshematic network, which gives Swiss suppliers afbon-fibre compo-
site components access to collaborative reseamjeqbs with their German con-
tracting partners in the automotive sector.

Regions are also becoming more and more activeeri¢ld of innovation. Exam-
ples of projects with a cross-border orientatiocilide thelnternational Packaging
Institute the centre of excellence for packaging technolagychaffhausen, and the
joint NRP implementation programme of the westewisS cantons in the area of
innovation and entrepreneurship. The success abrrejprogrammes to promote
innovation depends to a great extent on their puiyito innovation stakeholders,
companiedirst and foremost, and on the catchment area kathie minimum re-
quired size. In the Swiss context this last poimtans that a cantonal orientation
often does not go far enough, and there is a reeddrtk in terms of larger function-
al regions.

In many Swiss border regions there are opportuntilecooperate in larger-scale
regions straddling the frontiers. Switzerland’s remmic development and innova-
tion momentum are strongly driven by internatiodellogue, especially in border
regions. Products and services sometimes crostereseveral times in the course
of a product cycle. Decisive efforts in researcd amovation are made in border
regions. The relationship of Swiss border regiorith wheir foreign neighbours is

not characterised by any one-sided dependencysfiimeli that they generate for

the economic development of regions beyond thetiBorre at least as relevant.
Where spending is concerned, research and innovat@ects are dominated by the
life sciences sector (pharmaceuticals, chemicasethnology).

We might illustrate this by highlighting the effsrinade by the «Upper Rhine met-
ropolitan region», which has the objective of griogpplayers and innovation net-

works in this trinational region into what it catsoss-border clusters. Clusters are
networks that include companies and educationaresehrch institutions as well as
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public-sector institutions. As might be expectéd thematic focus is on life scienc-
es. TheBioValley* project, which has federal support, is an exaropkhis catego-
ry. The establishment of cross-border clusters is dddrto make these sectors more
competitive, and also to make the border regiom auore attractive locations on
an international comparison. Mention should alsontede of thephsenovur?
school students’ research network, which is desigaéoring on the next generation
of qualified regional researchers and practitiorigysproviding education with a
practical orientation.

Education, research and innovation constitute aigyofield in which the long
view is appropriate. Cross-border cooperation ire thelds of vocational trai-
ning, advanced training, the mobility of the teash&nd the taught, intercultur
al communication and the establishment of joinstts all strengthen borde
regions as internationally competitive businessatmms. They also foster th
sense of common identity, and they have the patédntiexert a positive in
fluence on overall relations with neighbouring st

D

1.4 Conclusion

Switzerland’s economic well-being does not justgeiron its trade relations in the
broad international context as shaped by globadisalust as important is the need
to strengthen cross-border cooperation betweereboedions and areas. The strate-
gies we pursue must be adapted to the specifiomegihe division of federal
responsibilities and good collaboration — betwdenfederal government on the one
hand and the supraregional and cantonal bodief®mther — facilitate efforts to
promote regional foreign trade.

At regional level the Swiss border regions and ¢ho§ our neighbours are, in a
sense, in competition with each other. But theyadse partners in competition with
other European and non-European growth regions. mibee progress is made
towards eliminating obstacles in the border regithhs more competitive they will

become in a European or global context. In thimection the cross-border activity
spaces that figure in the Spatial Concept mustreagthened.

From the viewpoint of the federal government, fubject areas in particular should
be highlighted: improving locational quality andngoetitiveness, the labour market,
foreign trade, infrastructure, and education, neteand innovation. Trends in these
fields have a decisive effect on the nature anctldgwent of relations in border
regions and with our neighbouring states. Proj#ws create win-win situations for
the partners and benefit the population must bergpriority.

Cross-border organisations have a central rolelag @as mediators and catalysts.
The nature of Switzerland’s involvement in the INNREG programmes must be
reviewed. The Federal Assembly is expected to dendioth the content of regional
policy and its financial aspects in 2015, whichlwitlude the nature of any future
Swiss participation in the EU’'s INTERREG programm@snsideration might also

44 See www.biovalley.com.
45 See www.phaenovum.de.
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be given to mechanisms comparable to those of tinepean institutions for territo-
rial cooperation. These institutions have the dbjecof promoting cooperation
among their members and facilitating it from thgalepoint of view.

Networks of residential and economic areas sometiextend far beyond national
frontiers, to the benefit of areas on both sideaniof the federal government’s
support mechanisms, however, are restricted ton#tienal territory. The national
thematic networks launched by the CTI are the &t&mpt in the field of innova-
tion promotion to adopt a contrary approach. Ire limith its efforts to promote
Switzerland as a business location and its agglatioer policies, the federal gov-
ernment will redouble the efforts in the area oésce-based innovation promotion,
creating instruments with cross-border orientatigthin the existing legal frame-
work.

From the viewpoint of the Federal Council, the lgorcegions are a key factor in
promoting a harmonious relationship with our neiginring states and the EU as a
whole. Furthermore, they make a major contributimstrengthening Switzerland as
an attractive business location. Switzerland muskemevery effort to ensure that
cross-border integration at the subnational lewaiegates the maximum possible
benefit.
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