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  How Do We Measure Economic Freedom? 
See page 471 for an explanation of the methodology  

or visit the Index Web site at heritage.org/index.
2012 data unless otherwise noted.
Data compiled as of September 2013.

Quick Facts
Population: 8.0 million
GDP (PPP): $363.4 billion
1.0% growth in 2012
5-year compound annual growth 1.2%
$45,418 per capita
Unemployment: 2.9%
Inflation (CPI): –0.7%
FDI Inflow: $3.6 billion
Public Debt: 49.1% of GDP
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Switzerland’s economic freedom score is 81.6, making 
its economy the 4th freest for the first time ever in the 

2014 Index. Its score is 0.6 point higher than last year, with 
improvements in trade freedom and the management of pub-
lic spending partially offset by declines in monetary freedom 
and labor freedom. Switzerland is ranked 1st out of 43 coun-
tries in the Europe region.

Switzerland was first graded in the 1996 Index, and its eco-
nomic freedom score has advanced since then by 4.8 points. 
Improved ratings for six of the 10 economic freedoms, led 
by the sound management of public spending and notable 
enhancements in the area of market openness as measured 
through trade freedom and financial freedom, have enabled 
Switzerland to advance to economically “free” since 2010.

As reflected in the steady rise of its economic freedom over 
the 19 years it has been graded, Switzerland’s strong com-
petitiveness is built on flexibility and openness. The sound 
regulatory environment encourages entrepreneurial activity 
and innovation. Banking regulations and lending practices 
are prudent and sensible. The judicial system, independent 
and free of corruption, provides strong protection of property 
rights.

BACKGROUND: Switzerland’s federal system of government 
disperses power widely, and executive authority is exercised 
collectively by the seven-member Federal Council. Switzer-
land has a long tradition of openness to the world but jeal-
ously guards its independence and neutrality. It did not join 
the United Nations until 2002, and two referenda on mem-
bership in the European Union have failed by wide margins. 
Membership in the European Economic Area was rejected 
by referendum in 1992. Switzerland is one of the world’s rich-
est and most investment-friendly countries and has a well-
developed financial services industry. In addition to banking, 
the economy relies heavily on precision manufacturing, met-
als, pharmaceuticals, chemicals, and electronics. Economic 
growth was solid but slow in 2013. Unemployment is around 
3 percent.
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THE TEN ECONOMIC FREEDOMS

In 2013, the government broadened anti-corruption laws to make bribery almost always a 
criminal offense. Protection of property rights is strongly enforced, and an independent and 
fair judicial system is institutionalized throughout the economy. Commercial and bankruptcy 
laws are applied consistently and efficiently. Intellectual property rights are respected, and 
enforcement is consistent with world standards.

The efficient regulatory framework strongly facilitates entrepreneurial activity, allowing 
business formation and operation to be dynamic. The government generally takes a hands-off 
approach in sectors dominated by small businesses. Overall labor regulations are relatively 
flexible, and the non-salary cost of hiring a worker is moderate. Proportionately, Switzerland 
has some of the world’s highest agricultural subsidies.

Switzerland has a 0 percent average tariff rate. Some non-tariff barriers impede agricultural 
imports. Foreign investment is not screened, and the government generally treats foreign and 
domestic investors equally. As a leading financial center, the highly developed financial sector 
provides a wide range of financing instruments for foreign and domestic investors. Despite the 
challenging external environment, banks remain well-capitalized.

Switzerland’s tax regime remains more burdensome at the cantonal level than at the federal 
level. The top federal income tax rate is 11.5 percent, with a combined tax rate that can reach 
41.5 percent. The federal corporate tax rate is 8.5 percent, which, combined with cantonal taxes, 
can reach 24 percent. The overall tax burden is 28.5 percent of GDP. Government spending 
accounts for 33.8 percent of the economy.
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