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FOREWORD

This study was undertaken in the framework of UNIDO’s research
programme on industrial redeployment and structural adjustment. It
constitutes a part of a first series of country studies designed to
analyze past changes in the industrial structure of individual developed

countries and to obtain an overview of future developments.

It is beliered that by ini tiating and carrying out these studies
and ensuring a broad dissemination of the reports, UNIDO may contribute
to reducing uncertainties and highlighting pertinent trends of devel op-
ment and adjustment pressures, thereby creating a basis for an anticipatory
ad justment policy. Concomitantly, the results would seem to be of di rect
relevance for the international debate on the future restructuring of world
industrial production and trade, and for the conception of suitable policies
and forms of industrial co-operation between the devel oped and the develo-

ping countries.

It is foreseen that additional studies be undertaken for attaining,
on the one hand, a greater country average and, on the other, more dis-
aggregated findings. 1In addition to carrying out its own studies, UNIDO
will also endeavour to use relevant data and studies undertaken by other
researchers in the respective countries. UNTDO and the informal International
Working Group on Restructuring will co-ordinate +he individual country
studies. It will be attempted to assess the development prospects of
developed countries in light of the industrialization plans and priorities
of the developing countries. All findings will be regularly published
and distributed.

This study of structural change in Switzerland was prepared by Silvio
Borner, Gaudenz Prader, Bruno Simma, Barbara Stuckey, Karl Ulmi and Felix Wehrle
of ICME (Industrial Consulting and Management Engineering Company) and the
Institute for Applied Economic Research, Basel, as UNIDO consultants, in co-
operation with the UNIDO Secretariat (International Centre for Industrial
Studies).
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I. PREVIEW OF THE REPORT'S CONTENTS

For several reasons the Swiss experience in redeploying industry is of
special interest. First, Switzerland is very highly industrialized and has
an extremely world-market-oriented industrial structure. Consequently, many
diverse indicators of internationalized production and exchange reach record
levels. OSecond, between the late 1950's and the early 1970's, Swiss industry
made use of foreign labour to an extent not matched anywhere else in the world.
During and since the recession of 1975/1976, about 250,000 foreigm workers have
left Switzerland, and it seems politically unlikely that they will be authorized
to return. Needless to say, redeployment is a close substitute for the import
of labour and industrial inputs. Third, the Swiss franc has undergone drama-—
tic revaluation since 1971, and especially since the beginning of floating
exchange rates in 1973, Fourth, domestic economic growth is expected to be
much slower than in the past. Taken together, these reasons mean that past
trends and developments can at most be interpreted as hints of clues. In no
way can they be justifiably used as the basis for extrapolated forecasts or

model building.

Part IT deals with the many dimensions of Swiss participation 1n the
world market economy. From this perspective redeployment activities are
examined. From official statements and records of governaent actions, the
relevance of naiional economic policies for industrial redeployment have been
inferred. 3ince the beginning of the severe slump in 1974, such policies
have, in general, been increasingly devoted to export promotion and to facili-

tating adjustment to industrial relocations.

Part IIT is the story of structural changes which have taken place within
Swiss industry between 1968 and 1973. Swiss industry was di saggregated by
branch (at the two-digit level) and all branches were analyzed and evaluated
on the basis of a set of special characteristics of Swiss industry. All
descriptions and evaluations of branch behaviour are relative. That is, all
branch comparisons were done in terms of industry-wide production and employ-

ment averages.

In order to give a more complete picture, the main results of several
single-industry studies (both published and unpublished) were added to the
findings.




Part TV is a systematic effort to group industrial production activities
located in Switzerland according to their competitive strength on both the
world and the domestic markets. This was done for the fourteen industrial
branches. The classification (or grouping) is based on three sets of criteria:
indicators of demand; indicators of labour qualification; and indicators of

foreigm tradq/price—cost competiti veness,

In Part V the lack of di saggregation in the branch analyses of Parts IIT
and TV has been compensated for by investigating location decisions of indivi-
dual firms. Despite the technical difficulties of data gathering and proces-
sing, this level of analysis proved quite rewarding. The analysis of the
typical characteristics of firms engaged in redeploy.e:nt, of the products and
production processes involved, and of the quantitative dimension of relocated
production and employment provides the background for comparisons between
individual firms and branch data and for the examination of location decisions

of Swiss multinational firms.

The summary and conclusions - Part VI - have a two-fold nature. PFirst,
the most important findings of Parts IT, III, IV and V are summarized. These
findings, in turn, lead to the following types of questions, questions which
are very likely to Lecore the centre of future discussions and debates over

Swiss economic policy:

Is a further development of the international division of labour - with

specialization, reationalization, relocations of production, and ever more

complex trade relations - inevitable and/or desirable? For whom “oes it

aprear inevitable? For whom is it desirable?




ITI. SWITZERLAND AND THE WORLD ECONOMY

The fate of Swiss economic life depends fundamentally on external, i.e.
international, relations. On the one hand, the domestic market has 1ons
since become too small to support the profitable operation of many types of
industrial enterprises. Consequently, Swiss firms are already oriented pri-
marily to the world market rather than to meeting domestic demand. Since
the beginning of its industrialization, Switzerland, a country poor i: natural
resources, has had to rely on imports of iaw materials. On the other hand,
the proportion of the sross domestic product devoted to commodities and
services exchanged with other countries is still rising; 1in the foreseeable
future fo:eipn trade can be expected to grow even faster than rross domestic
product (GDP). Since the recession of 1914, exports especially have risen,
while Swiss demand for imported ;roods is also on the increase (see Table IT.1).
All these developments are sigms not only of Switzerland's past integrati n
into the world market economy, but also of its ever-rising degree of integra-
tion into the international division of labour. Thus, this investigation into
the changing industrial structure of Switzerland begins with an examinati on
of Switzerland's place in the world market economy and its role in the inter-

natioral division of labour.

The following are limited to a summary presentation and interpretation
of the external and internal conditions most important for understanding

current developments in Swiss industry.l/

A. Characteristics of the World Economy

Currency policy and the rate of exchange

During the period of the Bretton Woods Agreement, Switzerland functioned
as a low-wage country because of the under-valued Swiss franc. The relatively
expensive imports gave domestic producers competitive advantages over foreisn

products on the Swiss market. In addition, Swiss production for export was

l/ F. Riihl, Studie liber die mittelfristigen Aussichten der schweizerischen
Wirtschaft, Vorort des Schweizerischen Handels- und Industrievereins,
1977; and G. Winterberger, Die Schweiz im internationalen Wettbewerb,
Schriftenreihe des Vororts, No. 13, 1978, and Schweizer Monatshefte,
Heft No. 4, April 1978.
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favoure: by the rate of exchan-e and expanded accordingly. Since the 1973
«ransitior ¢o a flexible rate of exchange, the Swiss franc has been exposed
tu a peinanent upward pressure. From May 1971 to December 1977, the real
revaluatiorn rate of the Swiss franc - export weighted in relation to the
currency of its fifteen most important trade partners - has been 41.4 per
cent. This means that Swiss ~oods become more expensive, i.e. le:3 compeij
tive, on the world market, thus causing bigger and bigger structural problems

for Swiss industry.

Table I1.1 Foreign trade as percentage of the
rcal gross domestic product

Sale of goods and Purchase of goods and

Year services to other countries services from other countries
1960 26.0 24.2
1941 26.0 26.1
1362 26.3 238.3
1963 26.4 28.1
1964 26.6 29.2
1965 27.8 28.3
1966 28.y 28.9
1967 28.6 28.7
1968 30.4 30.2
1969 32.6 32.2
1970 32.8 34.5
1971 32.7 35.2
1972 33.7 36.6
1973 35.3 37.8
1974 35.1 36.9
1975 35.9 33.7
1976 (39.9) (38.8)/
1977 (42.6)b/ (41-1)y
1978 (43.9)¥ (43.5)Y
1979 (45.)Y (44.9)Y

Source: Swiss Federal Office for Statistics.
y Provisional figures.
y Estimate.




In the short space of three ycars, the status of Switzerland as a
profitable industrial location for the production of mass soods (sroods wi th
little differentiation and for which price, rathcr than quality, is the
most important sales arpument) has been called into question muc* more

radically than ever be*ore.

This dramatic and rapid change in the rate of exchanre has been re-—
flected less in a drop in the volume of exports than in a shrinking earning
capacity for the Swiss export industry and a change in the type of irvestment
taking place. An investigation by the Union Bank of Switzerland (1978)
reveals that between 1979 and 1977, 84 per cent of investment in Switzerland
was aimed at reducing costs rather than expanding capacity. Investment plans
for 1978-1980 are essentially the same. One of the main wa/s for Swiss fir.s
to escape the effects of the revaluation of the Swiss franc is redeployment
of industry. Perhaps more than for any other country, the rate of currency
exchange has become un essential factor in accelerating the redeployment of
industrial production, yet, redepluyment directly due to currency rates,
however, is most likely to take place toward the United “tates and Southern

Europe rather than toward the developing countries of the T ird World.

The growth of the world economy and Swiss export potential

The future of Swiss foreign trade depends on the growth of import demand
in other countries. Decisive for this is the growth of the real gross
domestic product of the trading partners. An investigation carried out by
Kneschaurek shows, however, that there has been a slow-down in the economic
growth rates of those countries which have hitherto been the greatest pur-
chasers cf Swiss products.y Corversely, there has been a high or accelerated
rate of growth in precisely those countries - with the sole exception of the
OPEC nations — with which Switzerland has only a modest commodity exchange or
which show a low import elasticity for Swiss products. With the weakened
growth of the world economy, the elasticities of other countries’ imports
from Switzerland are in general - with the above-mentioned exception of the
OPEC countries - showing a sinking tendency. Even if the growth of the world
economy turns out to be considerably higher than the modest growth opportuni-
ties for Switzerland (which Kneschaurek estimates to be at the most 2.5 per

1/ F. Kneschaurek, $627; Gesamtwirtschaftliche Entwickluag, Mitteilungen
des St. Aller Zentrums flir Aukunfstforschung, No. 5, 15 March 1978.




cent per year), the cxport industry cannot automatically reeckon on a higher

srowth rate than that of the domestic economy.

tince the oil crisis, and as a .esult of thc economic power acquired
by the OPEC countries and the developing countrics - as the Group of 77 -
and their correspondingly heighte:ed political presence, world trade hac
becone increasingly a matter for political ne -otiation. The old liberal
economic order has been called into question as unjust. On the other hand,
the protectionist tendencics induced by recessio:, high rates of inflation,
and large numbers of unemployed in the industrialized countries are not to
be overlooked. Despite all declarations of principle in its favour, free
trade, to which Gwitzerland virtually owes its prosperity, 1s seriously
threatened. Nevertheless, the pressure to earn foreign exchange for oil
imports and the anxiety about retaliatory measures have so far served to

hinder a strong display of tradec protectionism by the Swiss Government.

Opinions are divided about the sigmificance of Switzerland's dependency
on other countries for oil, raw materials, and other imports and the relia-
bility of their contirued supply. The assessment of the Swiss adviscry group
of economis’cs,l who anticipate neither a major disturbancze in supplies from
other countries in the short and medium terms (apart from unforeseeable
politiecal embargos) nor a deterioration in the real terms of exchange that
would carry serious consequences for the nation®s prosperity, seems realistic.
However, solving problems of international debts io vital to Switzerland's
oxport i:dustry (since it has a2 considerable number cf clients in economically
weal countrics) as well as to Switzerland's role as an international financier.
Thus, two necessary preconiitions for the expansion of world trade and there—
fore Cwiss trade are the avoidance of a credit collapse and the willingness

to financc an increasing indebtednese.

In an investigation into the impact of the export offensive of 1ow-ware
countries on the Swiss industrial ~oods market, Hollenstein—z/ arrives at two

important conclusjions:

/

1, G. Bombach, H. Kleinewefers, L. Weber, Gutachten* La;e und Probleme
der schweizerischen Wirtschaft 1977/19‘(8, Bericht der Expertengruppe
"Wirtschaftslage', Bern, 1977.

_2// . Hollenstein, Die schweizerischen Importe von Industrieerzeugnissen

aus Niedriglohnlindern und ihre Auswirkungscn auf die Struktur des
industriellen Sektors der Schweigz, WIF‘/F)'I‘H Monatsbericht No. 8, 1977.




(i) In spitc of the high rate of srowth, the imports from
low-wage cuntries have shown an above~-averae rrowth
rate;

(ii) In spite of the high rate of growth, the imports from
low-wage countrices comprise, as previously, a very
small propcrtion of the wiss domestic consumption of
industrial roods. Since the besinning of the 1970's,
the proportion of imports from the lov=-ua-e countrics
has risen from under °, per cent to over 6 per cent.
But such imports represent barely 2 per cert of domestic

demand.

irilenstein has shown that industrial products from the lovi—wayre courtrio.

to ot constitute a competitive pressure on Swius irdustry as a while. Ol o

splittire of the industrial sector into single branches and lines of proiuctior

reveals the real compatitive capacity of the low-wacc countries: in certai:
branches end lines of production of consumer ouils, the low-warses countrics
have been able to achieve far above averare market shares. In these areaz f
production (cf. Part IV), the domestic suppliers are urder considerable
pressure to make structural adaptations. This prcssure may in the near future
result in further closures of factories in the arca of the textile and wearin-~
apparel industry, or even in construction-linked and/or technolorically bach-
ward sections of the machinery and metal industry. The impact on the Swics

occupational structure will probably gain in sisnitficance.,

B. Characteristics of the Economic Situation in Switzerland

The labour market

In the long run, demographic changes will perhaps exercise the greatest
influence on the economic structure. Population increase, which has been a
mainspring for economic growth, is diminishing. Today, the birth rate is even
lower than what would be needed to guarantee net reproduction. The stop
imposed since 1971 on thc immigration of foreign workers and the recession-
induced return of foreign workers to their home countries have resulted in an
absolute shrinkage of the resident population. These factors, coupled with
the prolonging of the average life-expectancy, mean that Swiss demographic
development is characterized by two phenomena: stagnation of population

growth and a growing proportion of the elderly. Changes in store for the
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next decade arc cxpected to be especially dramatic. With a constant rate
of labour force participation, we can reckon that up to the year 1981 therc
will be a net expansion in the labour force of about 100,000 people as a
result of the hirch-birth generations. By 198), the supply situation on the
labour market will be reversed. After 1990, it can be calculated that,
because of the decline in births, there will even be an absolute decline in
the total labour force. Such demographic changes imply that Swiss economic
growth in the foreseeable future cannot come from increases in domestic

demand.

In spite of a comparatively low rate of unemployment there .B a struc-
tural overdemand for labour, especially in those areas of production, mostly
low-wase, which predominantly employed foreigm workers before the recession.
At the same time, however, cven the number of employed Swiss has fallen off.
On the basis of the age and sex specific labour force participation rate of
1970, there is today a theoretical labour supply of about 2,450,000 Swiss,
of which only 2,200,000 are employcd. Consequently, the apparent relative
scarcity of labour is to be interpreted not as an overall shortage in the
labour supply, but rather as a structural consequence of the withdrawal of
well over 200,000 foreign workers. What is in short supply today is, on the
one hand, labour with specific qualificatio- and mobility characteristics
and, on the other hand, labour in branches of production where low wages and
other conditi ns make work unattractive. The counterpart of this development
is the number of Swiss people, likewise in the range of a good 200,000, who
have been forced into "retirement". That is, there has been a decline in
the labour force participation rate of the Swiss. This situation is also
a result of the tendency of industry to undertake mainly rationalization
investments. 'The very high level of Swiss labour costs raises increasing
doubts about the viability of anything approaching labour—intensive/low—

skill industrial production in Switzerland.

In the case of an economic revival a second bottleneck in the labour
market for qualified skilled workers can certainly be expected. Given the
nature of our educational system and wage structure, the industrial sector,
in comparison with the service sector, is bound to come up against greater

difficulties on the labour market. This will further accelerate the trend

towards the tertiary sector.




The public sector

In the 1970's, the direct participation of the State in national
economic life has risen considerably. The State's share in the £Toss
national product has expanded from 22 per cent in 1970 to 31 per cent in
1976. TIf public enterprises and social security institutions are included
in the national budget, the State's proportion has risen from 34 per cent
to 44 per cent in the space of these six years. Indeed, the fiscal payments
and contributions to social security, which, by international standards are
high, are today one important guarantee of the very high standard of living

and of social peace.

C. Switzerland's Adaptation to Recent Developments in the World Economy

The recession of 1974 triggered off cumulative processes, processes
which have led to the most dramatic transformation of the Swiss economic
structure since the Second World War. The causes for these somewhat di ffi-
cult adaptations to the new conditions are to be found less in the reces-
sion itself, than in the earlier inflation-swollen economic structure of the
1960's and the 1970's. The undervaluation of the Swiss franc, the resort
to hundreds of thousands of less-qualified foreism workers, the frictionless
supply of 0il and other raw materials at favourable prices, and the euphoria
of growth unleashed by inflation have established economic structures in the
last fifteen years which have subsequently proven to be distorted and out
of all proportion. The changes in the world economy described above, toge-
ther with the sudden about-face of Switzerland's economic policy, have
resulted in a variety of pressures on the private sector to adapt. The adapta-
tion strategies of industrial firms in Switzerland to developments in the

world economy can be summarized as follows:
(1) Opening up new sales markets;

(i1) Product innovation and innovation in the production

processes as parts of an internal restructuring; and

(i1i) Redeployment of production to other countries.
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A new oricntation towards the markets for Swiss products

The most conspicuous structural charse in Swiss industry has occurred
in the expansion of sales in foreign markets. Since d mestic economic
ac*tivity was shrinkings and thus providing no irmpulse to srowth, industry
wan compelled to seek the balance overseas. Exicting: foreifn markets were
cultivated with increased vicour, new markets were opencd up, and enterprises
which up until then had beecn oriented towards domestic demand attempted to
replace their shrinking home sales with forei = sales The construction
industry, which was most severely affected, provides the moct impressive
example of this adaptation strategy. Several of the larger construction
firms succeeded in ~ainin~ a foot inside the door of rew foreign markets
(eSpecially in the OPEC countries) and thereby in compensating their losses
of turnover in the home market. For individual cnterprises, the opening of
new markets overseas certainly involves additional rishs. But greater diver-
sification of Swiss exports to countries where ecuonomic growth is taking
place may well diminish the fluctuations in the demand for Swiss goods and

consequently inprove the stability of the nation’s economic structure.

Change in production methods and types of goods produced

Swiss industry has attempted, as part of its adjustment strategy, to

realize its potential qualitative "competitive advantages", such as:

Greater capacity to adjust to the customers' wishes;

Greater flexibility in product mix, thanks to small pro'luction
series;

The building up of customer services;

Strict observance of conditions for delivery;

High quality and durability of Swiss products.

Other results of the changes in the general conditions of the world
economy were increased pressures to:

-~ Change methods of production;

- Implement deferred rationalization measures; and

- Get rid of areas of production which were making a loss.

An inquiry carried out by the Swiss Federation of Commerce and Industry
revealed that the tendency to capital-intensive and know-how-intensive products

was asserting itself:l/

l/ F. RUhl, Studie liber die mittelfristigen Aussichten der schweizerischen
Wirtschaft, Vorort des Schweizerischen Handels- und Industrievereins,

1977.
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"In cases where hi,"her proportions of technolosical know-how
and/or a high capital intensity are required in production,
the industrial country, Switzerlard, is to be recommended as
the location, since these two factors of production are still
cheaper there than in the Third World. Production processes
in which simple labour predominates are however no longer
profitable in Switzerland.

Another part of the adaptation strateries of Swiss industry has been the
expansion within individual firms of industrial services in the creation of
value. Consultation, comprehensive problem-solving and the issuing of

licences now complement and even displace the mere production of goods.

The role of foreisn trade during the recession

In 1974-1975, Switzerland suffered the most severe economic dip of all
the OECD nations. Whereas rost industrialized countries were able to
register an upswing in autumn 1975, even in 1976 the Swiss real oross
domestic product still remained under the level of the previous year. The
important export successes of Swiss industry and the improvement in the
balance of trade in 1976 rest primarily on the lagmins behind of economic
recovery in Switzerland. Although exports shrank in 1974 for the first time
since 1958, international trade exercised a stabilizings effect on Switzerland.
In an investigation of the Centre for Economic Research (The Swiss Federal
Institute for Technology, Zurich) Sta]der\l/ has st own that the stabilizine
effect of foreism trade during 1979 was not the result of an "astoundins'"
export success, but was primarily due t a reductio: in the import quota
(causing decreases in the warehouse stock of raw materials and semi-finiched
goods). Despite the rice in the export quota, the export industry was unable

to maintain its share of world trade.

In 1976, Switzerland slightly recovered from the severe recession of the
previous year. The major impulse came almost exclusively from foreirn denand,
wrereas domestic demand stagnated or was still on the decline. With a rcal
rate of growth of over 10 per cent, Switzerland's 2xports unexpectedly
profited handsomely from the upswing in the internati .nal business cycle.,

What is more difficult to interpret than the growth in exports is the boom in
imports. The real growth in the buying of goods from other countries was 13.9
per cent. This was higher than the 11.4 per cent growth rate in exported

goods. Since the prices of imported goods sank 4.6 per cent more than the

y P. Stalder, Die Rolle des Aussenhandels in der Rezession, WIF/ETH
Monatsbericht No. 4, 1977.




prices of the evported cowds, the rise in the value of exports ultimately
outwei,shed the rowth in imports. This differential development in prices

led to Guitzerland's first trade surplus since 1953.

Ir 19/7, the "hich period" of export trade continued, undiminished.
Because of tle improved ecenosic cituation ard the correspordinae rowth i
denmand for imp rts, the 1)7/ nalance of trade araiv resulted in a deficeit.
Over the next years it is predicted that there will be a rise in the trade
defieit, wvut th.e record defieit f the carly seventies is scarcely likely

to be reached amain.

A -laree vack at history shows how a obusiness recessio: traditionally
leads to a reduction in the trade deficit. In 1953 and 1976, it ecven led to
a balance of payments surplus. Conversely, econonic recovery cavses a 7reater
surplus of iinports, thercby reducing stress o the Swiss franc. Given
flexible exchan~e ratcs, the exp rt of material ecoods is inpcded by the
increase of the capital rcvenue surplus, this leading as it deoes to a hicher
cxchanre rate of the franc. The quection to what derree Switzerland's
exports vill expericnce displacement or substitution as a result of increased
activity in other countries, will be addressed in Part IV, in which the

results of an investipation of industrial branches is presented.

D. Trade Relations by Economic Blocks, with
Special Reference to the Developing Countries

Switzerland's foreisn trade traditionally shows an import surplus.
Since 1938, apart from three exceptions, the Swiss trade balance has always
been negative. Until the recession of 1974, the import explosion had lcd to

a new record deficit of 7,576 million francs.

Switzerland's foreign trade is characterized firstly by a long-term
stability in the countries with whom she trades and secondly by the limited
number of her major trading partners. The ten most important suppliers to
Switzerland account for as much as 80 per cent of Switzerland's imports,
her ten most important customers for 60 per cent of her exports. An initial
analysis shows the overwhelming influence of Europe on Switzerland's trade
realtions. Four-fifths of Switzerland's imports and two-thirds of her exports
circulate within the continent. The trade surplus realized with the rest of

the world does not on the average balance out Switzerland's chronic deficit

with European :ountries.
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Table II.2 The development of Switzerland’s imports and exports (1970-197.)

Percentage ctanse

kxports in Perccntage change in i over the previcus

millions money value over the VOlume-Index year accordir - to
Year of francs previous year (1970=100) volume

1970 22,140.3 100,0

1971 23,616.9 + 6.7 103.0 + 3.0
1yfe 26,187.6 + 10.9 109.0 + 5.8
1973 29,948.3 + 14.4 121.0 + 11.0
1974 354352.1 + 18.0 1706.4 + 1.5
L7y 334429.71 - 54 116.1 - 8.0
19776 37,044.8 + 10.8 1293, + 11.4
1977 124158.5 + 13.8 111.8 + 11.8

Percentage char e

Expo??s in Percentaze changte in Volume—Index over the prgvious

millions money value over the year acccerdin:t to
Year of francs previous year (1970:100) volume

19770 27,873.5 100.0

1971 29,641.6 + 0.3 105.2 + 5.2
1972 324371.5 + 9.2 112.9 + 7.3
1973 36,588.6 + 13.0 119.6 + 5.9
1974 12,929.4 + 17.3 117.8 - 1.,
1975 34,267.8 - 20.2 97.4 -17.2
1976 36,871.2 + 1.6 110.7 + 13.5
1977 43,026.1 + 16.7 121.9 + 10.1

Source: 'Die Volkswirtschafi", a monthly review edited by the Swiss Federal

Ministry of Public Economy.

The statistics allow us only limited scope in determining the origin of
imported commodities as well as the intended estination of exports. If a
semi-finished product from a developing country is finished in an industrialized
country, then the industrialized country appears in the foreign trade statis-
tics as the place of origin. Given the nature of Swiss imports, this has, on

the whole, little statistical significance. However, the low share of imports
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Table IT.3 Switzerland's foreign trade 1938-1977

Import Export Balance Value of exports
as a percentare
Fillions Millions Millions of value of

Ycar Tonsg of francs Tons of francs of francs imports
193% 1,379,200  1,606.9 611,047 1,316.6 - 290.3 81.9
1939 8,659,121  1,389.4 539,671 1,297.6 - 9591.8 68.7
1940 6,113,509  1,353.6 498,95 1,314.7 - 937.9 71.0
141 4,786,736 2,024.3 502,204 1,463.3 - 961.0 72.3
1342 4,315,151 2,049.3 394,941 L,57Y.7 - 471.6 6.
1943 3,971,192  1,727.1 365,060 1,628.9 - 98.2 94.3
194 2,622,340 1,184.9 304,744 1,131.8 - 9.1 5.4
1945 1,460,521  1,22,.4 176,119 1,473.7 248.3 120.3
1946 594404398 3,422, 496,485 2,679.Y - 741.0 18.2
1947 14796,665  4,820.0 1934434 3,267.6 -1,552.4 67.3
1948 8,476,761  4,398.9 676,647 3,434.5 -1,564.4 68.7
199 7,081,651  3,791.0 511,660 3,456.7 - 334.3 91.2
1950 3,500,640  4,535.9 H97,429 3,910.9 - 625.0 36.2
1951 10,135,557  4H,91%.% 643,608 4,690.9 -1,221.6 79.3
1952 9,148,649  4,205.7 621,537 4,748.9 - 456.8 91.2
1953 8,736,738  1,070.7 690,631 5,164.6 23.9 101.9
1954 10,169,339  5,591.6 808,333 5y271.5 - 320.1 9.4.3
1955 11,190,61 '  6,401.2 850,644 5,622.2 - T179.0 87.8
1956 13,037,801  7,597.0 393,164 6,203.5 -1,393.5 81.7
1957 13,289,472 &,447.1 909, 197 6,713.9 -1,733.2 9.5
1958 11,781,934  7,335.2 9957, 502 6,648.8 - 686.4 20.6
195) 12,688,627  3,267.9 1,206,321 7,273.8 - 994.1 88.0
1960 15,292,953  9,648.1 1,470,588  8,130.7  -1,517.4 84.3
1961 17,176,675 11,644.4 1,350,313 3,820.1 -2,822.3 7.8
1962 19,154,404 12v98‘)-5 1,332,320 94579.9 -3,405.6 73.6
1963 21,298,812 13,739.4 1,583,315  10,441.7 =3,00°1.1 14.6
1964 21,391,647 15,540.8 1,776,390 11,461.6 -4,079.2 73,0
1965 22,707,970 15,929.3 2,047,304 12,861.0 -3,068.3 30.7
1966  22,794,7,9 17,004.5 2,113,109  14,203.8 -2,800.7 83.5
1967 23,334,127 17,186.0 2,200,772 19,164.8 -2,621.2 85.3
1968 25,614,192 19,424.9 2,684,206 17,349.5 =2,075.4 89.3
1969 21,818,302 22,734.4 2,872,787 20,009.1 -2,725.3 88.0
1970 31,059,751 27,873.5 2,908,120 22,140.3 -9,733.2 79.4
1971 31,995,183 2),641.6 2,868,712 23,616.9 -6,024.7 19.7
1972 34,796,028 32,371.5 3,180,943  26,187.6 -6,183.9 80.9
1973 37,234,914 36,588.6 3,607,206 29,948.3 -6,640.3 81.9
1974 34,848,746  42,929.4 4,013,738  35,353.1 =1y576.3 82.4
1975 28,634,571 341,267.8 3,631,136  33,420.7 - 838.1 97.6
1976 30,031,794 36,871.2 3,942,665  37,044.8 173.6 100.5
1977 31,003,000 43,026.1 4,327,000 42,158.5 - 867.6 98.0
Source: Swiss Federal Customs Directorate.



from the OPEC countries is only partially due to Switzerland's low ener:y
needs (in comparison, for example, to the United States). kathery in this
rase there ic a definite problem in the way in which the statistical data
ha. been collected. 0il from the OPEC countrics that has veen refined ir
Fra ce and the lletherlands does ot enter the foreism tra.le statistics as
ar. UrkC import, l'evertheless, Switzerland's imports are ovevhelmingly
from the western industrialized countries. As Hollenstein's studyl/ show:s,
even thou i the developing countries! shares of imports are srowi ;- at a

f: ster tharn averar-e rate, in absolute numbers they have not manamed to reac
more than a mo est level. There is reason to suspect, however, that
svitzerland has to a certair degrce a demand backlos; for imports from tis

developing courtrics and fron the ClLilA countries.

A ~ool vae-third of Switzerland!s prosperity i directly dependent
he: many and varied relationships with other courtries; indirectly her
prosperity is completely dependent on these external relations. Surprisin 1y,
h .wever, when we examine her export oods as a proportion of her (,DP,

Switzerland oes not occupy a top position in comparicon with ccher natiors.

Table 1I.4  Export goods (f.o.b.)s/ as a percentage of GDP (1976)

Percentage Percentace
Switzerland 26.2 Federal Republic of Ger any 22.9
Total OECD 14.5 Great Britain 21.3
Belgium 48.9 Austria 2l.1
The Netherlands 43.9 France 16.1
Ttaly 22.6 Uni ted States of America 6.8

Source: OECD, Switzerland, April 1978.

a/ f.o.b.: "Free on board" (price of a good, including transportation and
insurance costs only to the point of disembareation).

Switzerland's close involvement with other countries does not fully emerge
until we examine her export roods an’ services as a proportion of the gross

domestic product.

l/ H. Hollenstein, Die schweizerischen Importe von Industrieerzeugni ssen
aus Niedriglohnléndern und ihre Auswirkungen auf die Struktur des
industriellen Sektors der Schweiz, WIF/ETH Monatsbericht No. 8, 1977.




Table IT.H Export goods and services as a percentage of the GDP

1973

Switzerlard 353
Total OECD 1.0
Belrium HUo3
The lietherlarnds 56.9

Austria 35.1

sSource: OECD, report on Switzerland, April 1978.

I'his table reveals two peculiarities of Swiss foreign trade:

(i) 'The Swiss tertiary sector's share of total exports is

simificantly hi;her than for other OECD countries;
(ii) Whereas the export quota of the western industrialized
countries stagnated during the recession, Switzerland

shows an enormous rise in export dependency.

In complete contrast to her imports, Switzerland's exports are distri.uted
in almost the same . roportions as the exports of the other industrialized
count:ies of the West. The proportions of her exports to the developing cour-

tries and the OPEC countries are cven somewhat less.

Table IT.6 Distribution of exports: Economic blocks and Swi tzerland, 1979

(Per cent)

Developing

OECD countries OPEC CHEA Total
Export

OECD 69.6 16.4 1.9 6.0 100
Developing countries 60.4 24.8 6.9 7.9 100
OPLC 11.0 20.8 0.4 1.8 100
CMEA 27.9 12.8 3.5 55.8 100
Switzerland 72.9 14.3 6.6 6.2 100

Source: F. Kneschaurek, Arbeitsgruppe Perspektivstudien, Entwicklungsperspek-
tiven der schweizerischen Volkswirtschaft bis zum Jahr 2000, Teil 3,
Branchenmlissige Entwicklungsperspektiven, Band 1, St. Gallen, 1971; and
Gesamtwirtschaftliche Entwicklung, Mitteilungen des St. Galler Zentrums
fiir Zukunftsforschung Nr. 5, 15 March 1978.
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Tavle IT.(  sdcticution of imports: liconomic blocl-s and Switgerland, 197,

(Per cert)

Developing

Import UECD courtrion UPLiC CilkA Total
OFCD 70.3 10.6 14,6 4.2 100
Developing countries 61.7 16.2 11.9 7.1 100
UPEC 81.6 12.4 53 5.3 100
CiJa 37.6 8.6 2.0 51.6 100
owitzerland 7.5 5.9 3.5 2.8 100

Source: See Table II.6.

The analysis in the next pa~es is baced on the divisior of Swiss forei
trade into trade flowc with the following economic blocks: QECD (including
South Africa), CilEA (including lMorth Vietnam, thc People's Republic of China,

lionrolia, and l'orth Korea), OPEC and the developir, countrics.

OECD

The sigmificance of the OECD area for Switzerlard's foreisr trade ig,
despite a slithtly falling tendency, still dominant. In 1977, OECD courtries
accounted for 8.9 per cent of Swiss imports and 71 per cent of Swiss exports,
Given the decrease of economic frowth in the western industrialized countries,

this enormous concentration presents problems for Switzerland.

Europea. Economic Community (EEC)

Within the OECD countries, Switzerland's foreign trade is further very
one-sidedly concentrated on the EEC. The Federal Republic of Germa 'y, France
and Ttaly alone account for 50 per cent of all Swiss imports. Even after a
slight decline the EEC still accounts for two-thirds of Switzerland's imports.
About 45 per cent of Swiss exports go to the EEC. Switzerland's three EEC
neighbours, the Federal Republic of Germany, France and Italy, abs rb one-
third of her total exports and are far and away Switzerland's most important
trading partners. In 1977, Switzerland's trade with the EEC showed a debit
balance (in some cases enormous) with all the member countries except Denmark.

Her deficit with the Federal Republic of Germany was even higher than the total

exports to the European Free Trade Association (EFTA) countries.
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Burcpean Free Trade Association (EFTA)

Trade exchange with the EFTA countries has nct developed as well as
was expected. After the founding of EFTA in 1960, imports doubled to reach
their hi-hest level of 10 per cent in 1977; Dbut since the first round of
tariff reductions with the Common llarket they have consistently lost their
importance. With a less dramatic leap, exports reached 11 - 1?2 per cent of
the tctal volume. Austria, the most important EFTA partner, occupies sixth
place as the most important of Swiss trade partners, behind the United States
and Great Britain. Tn 1977, Switzerland showed a positive trade balance

with all the members of EFTA except Finland, an associate of EFTA.

United States of America

Trade relations with the United States have severely declined and have
accounted for only 6.7 per cent of imports and 6.6 per cent of exports in
19/7. The reduction in cormodity sales to the United States is a striking
example of how the classical pattern of exports has .een replaced by the re-
deployment of industrial production. In 1978, Swiss firms employed about
70,000 people in the United States. (There are 40,000 epople employed by

American firms operating i Swuitrzerland.)

Council for Mutual Economic Assictance (CIEA)

Trade with the Eastern block countries has never played a significant
role for Switzerland. There has been a gradual rise i» imports to 3.6 per
cent, while exports have declined to 5.4 per cent. Thaiks to the export of
investment goods to Poland, the German Democratic Republic and Hungary,
Switzerland regularly shows a trade surplus in her trade with the Eastern
block. Since 1976, Switzerland's trade with the USSR shows, for the first
time, a negative balance because of the imports of energy. It is notable
that the structure of goods traded with the CMEA countries resembles to an
ever greater extent the structure of exchange with developing countries. The
import of raw materials and energy offsets the export of investment goods.
As before, there are still administrative difficulties limiting

the development of trade with CMEA countries.
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Organization of Petroleum-Exporting Countries ( JPEC)

Contrary to expectations, Suitzerland's balarce of trade with tre
thirteen OPEC nations is not nroiative, but quite the opposite (see, however,
the methodological remarks in Part II). The 5w so cxport surplus has risen

markedly since ‘he 1974 rise in oil prices.

Table IT.8 %ﬁ%}% with OPLC

(Percentace)

1972 1973 1974 197 1970 1977

%
s

Percerta;e 157 100 58(1) 169 : 268

Source: Swiss Federal Customs Directorate; calculations by F. Wehrle.

Whereas inports have staymated at the level of 3.2 per cent, partly as
a result of the fall in the dollar, exports hrave expanded in an almont explo-
sive fashior and already amount to %.7 per cent. OPEC imports of Swiss
investment and consumer goods have increased by an avera-e of over 33 per
cent during the last four years and that in tle mid !le of the recession!
Even if we take into account the oil crisis as a factor in triogrering off
the recession, Swiss industry has profited unambisuously from the boom in
demand from the members of OPEC. The trade surplus witl: the OPEC rationg
already covers one-third of the trade deficit with the industrialized courntries
of the VWest. Today, Iran and Saudi Arabia count amon~ the most important of

Switzerland's trade partners.

Developing countries

In order to take into account the creat hetcrcpeneity among, a-d the
rapid changes occurring within, the developing countries, we will a-alyze

Switzerland's trade relations with this block in terms of three categories:

Category 1. Developing countries in the narrower sense.

This traditional definitio- embraces the following countries: Africa with
the exception of South Africa; Asia except Israel, Hong Kong and Japan;
Latin America.

Category 2. Developing countries in the narrower sense without the

13 OPEC countries.
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Cate-ory 3. Developin~ countries in tre wider ce.sc.

Cate~ory 3, the most comprehensive, ic the one applied in the official
foreirr trade statistics and diver—es from Cate~ory 1 in the following way:
- I burope, it includes Yugoslavia, Cyprus, i.alta and Gibraltar;

- In Asia, it includes Israecl and Honge Kon~g
- Tt doen not i=clude *he certrally-planncd developin~ countires:

People's flepuvlic of Chine, l'orth Korea,

The followi: ' comme-t5 cuncernins data on the ~lobal foreimm trade,
ordered according to the three catesories of developins countries, are valid
only from the point of view of Switzerland. Any interpretations from thic

data conrcernin: individual developir~ courtrics are liavle to be misleadi 1.

The ver heterogeneous ar~resate of devclopins courtrius in the sencse of
Caterory 3 (i.e. includi ~ the OPrC countr‘ies), already ir 1979, accounted for
ore-fifth of all Swiss exports. Br 1973, it accounted for one quarter.
Because of the quadrupline of thc price of natural oil, the imports from this

economic plocit show a sudden leap, and by 1977 had reacked 10.2 per cent.

Taple IT.9 Switzerland's exports to developin~ countries as
a percentaze of the total exports {1977)

Country Percerntage
Iran 2.1
Israel 2.1
. . c A0 per cent of all Swiss
Saudi Arabia 1.9 exp rts to developins
Hong Kong 1.5 countries
Yugoslavia 1.4
Bragzil 1.0
Nigeria 0.9
Algeria 0.8
Total 11.7 L 51 per cent of all Swiss

exports to developing

All developing countries 22.8 countries

Source: Swiss Federal Customs Directorate, calculations by F. Wehrle.




Swist exports are concentrated on a very few developins courtries.
The twelvc most important purchasers account for as ruch as two-thirdc of
the total exports to developins countries, the most populous economic block.
In addition, there is a very cac-sided flow of exports to the "rich develo-
ping countries”. Of the twelve :most imsortant recipients, Brazil a'd l'erico

alone belont to Category 2, "developin- countries in the rarrower senge'.

Table I1.10 Switzerla~d's imports from thre developins
countries as a percontare of total imports (1977)

Country Perceata;-e
Aravian Emirate 1.2
Hon Konn vy 35 per cernt of all Swics i ports
Iran a0 from develonirn~ coutriex
Brazil 0.
Irdia G.-,
Higeria 0.
Israel U1
Yuroslavia 0.3
- 47 per cent of all Swiss ivports

Total oo == - o .
. from developir:: ccuntricr

All developing countries 10,72

Source: Swias Federal Customs Directorate; calculations by F. Wehrle.

I~ compariso: to its exports, Switzerland!'s imports are :omewhat nore
widely distributed. Despite this, the rreat majority of developing countric:
account for only a tiny portion of imports. The same "rich eveloping coun-

tries" appear once arain as the moct importart tradi - partners.

>

What is decisive for Switzerland is tre large :alance of payments surpluc
with the developing countries. For years now, the ratio of exports to imports
has been 2:1. Thanks to this positive balance of trade Switzerland has been
able to copensate (averaged over the last threce years) about three-fourths of
her chronic bala~ce of payments deficit with the Western industrialized

countries.
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A different picture emerses when we examine the development of the
trade flows to the developing countries using Category 2, that is, exclu-
dint the OPEC countries. Although there are no official statistics available,
it quiclily becomes obvious that the arowth of Swiss trale with developing
countries as a whole (Category 3) has been mainly to the advantage of the
OPEC countiries. This growth has occurred in part at the expense of the least '
developed countries! UWhereas the developing countries' share of Swiss exports
rose as a whole durings 1976 by 0.9 per cent to reach 21.3 per cent, the OPEC .
nations'! share rose by 1.3 per cent to reach 7.8 per cent. The proportion of
Swiss exports to the developins courtries in the narrower sense (Categor'y 2).
01 the contrary, diminished by almost one~thi~d, from 10.2 per cent to 7 per
cent. As regards Swiss imports, il was primarily the developing eountries in
the widest sense (Caterory 3) uhich increased their share in 1976, while the
developing court-ies in the narrower sense were nlv able to improve their

share slishtly to 4.3 per ce-t. OSurpri singly, the OPEC countries lost ground.

Hhat is the neanine of thene contradictory trade patterns with the
Third Worid? I+ contrast to the stable foreis+ trade structure with the
industrialized countries, the trade flows with the developings countries arc
undergoins very dramatic fluctuatiorns Ofter trere is -0 clear trend to be
deduced fron the rates of growth. lioreover, the absolute trade flows are
relatively small and consist of only orne or a few major products. Thus the
statistics reveal the sevsitivitr to any chanzes whatscever in any of thene

few products,

Sunaary
(i) The proportion of Switzerland's foreign trade with the
developing countrics as a whole has risen and continues

to rise; .

(ii) Switzerland's balance of payments' surplus with the
developing countries (with an export/import ratio of
2:1) will continue to grow with a rising volume of
trade and provides a welcome balance for the deficit

with the industrialized countries;

(iii) The above-average growth of trade with the developing
countries is very one-sidedly distributed in favour of
the oil-exporting countries and a few of thc more

industrialized of the developing countries;



(iv) Anons the countries lited as Switzerlard!s twenty nmoot

important trading partners are Israel, lo--- For;, Brazil,

tiie Arab Emirates, Yu-oslavia, Tra. a d Saudi Arabia;

(v) The successful cxport offensive of Uwiss indu.trr aimed
at tle OPEC courtrics as had an csseltia’ miti-atics

cffeet or the recessior at rore.

In Parts IV ard V we will see that the same deve: opt - cowtries which
are sirmificant as Switzerland's foreirr trade part:ers arealco nost oi~—i-
ficant in terms of industrial recdeployment. It may :e that i te casec of
the developiny countries, in cortrast to the U4 ted states, expa-cinr of
Switzerland's foreigm trade and redeplovment of Sidos i~ductry are not con-

petitive alternatives, but rather mutually supnort ¢rec anotrer.

It car be clearly seer that the poorert cou:tries do »ot really fi ure
in Switzerlanits export offensive. Becau:e ¢f threir severc balance of N, -
ments roblems, their demand for Swiss products is lower. iloreover, thcir
material and non-material infrastructure is inadecuate for the redeployment
of Swiss industry. Before we turn to the redeployment problem in detail,

we shall add a very brief deseription of Switzerland's economiec foreigem policy.

E. The Goals and Inctruments of Svitzerlard's
Ecoromic Foreign Policy

Both Switzerland's foreign trade relations a 'd “er adaptation to recent
developments in the world econory are almost exclusively the result of the
decisions of private firms. Because of the persistin~ weakncss of domestic
demand and the small size of the Swiss market, export has to play the role of
the motor of the domestic business cycle. Consequently, Switzerland's econo-
mic policy up to the present has been restricted to establi shing exports.
Stimulation of domestic demand and employment promotion are at the moment not
considered seriously by Swiss policy-makers as alternatives to export promo—
tion. Therefore, Switzerland's economic policies, veyond ensuring a profi-
table climate for private enterprise, mean for the most part foreign trade
policy.



The overridin- goal of Lwitzerland's cconomic foreism policy is the
literalication of world trade. I~ support of the market model for inter
natioral econoric relations, Switzerland — in the arca of tariff and trade
a-reencits (GATT) - susnorts the removal of limitations to world trade.

I'ormer mc-ver of the SwAcs Federal Council Br'uc;ter\l/ defined the overridi o
coal of Guiczo trade policy an fotlows: facilitating the access of Switzerlarda's

cxport 1-dust o7 o-d services to tie markets of other courtries. As comnle-—
p

mertarys -oals e cnuerated (a:mr < oothers) the follmd nge protectir the
liberals zatio» of international trade, maintaini~— the import and purchasi -~
capacitr of 1%+ developin< cou-trier, facilitatin~ erport firancing, a:d
prometic - trace onportunities for small- ard nedium-cized firms.

rzeept 1 the arca of arriculture, Ui tzerlardts 1illingness to accert
free trafe for imports as a  ccessary preconditior for free trade in evports
is searcely nat-led o that of ary otber country. Do ostic producers,
trreate cd by iimorts, st face coopetition without state help and adapt

to the clansed corditiors of that competition.

T™e cxplicii basic for co-cporation witl developiv: countries i1z "t
help those wi Teln thenselves”" aiti to promcte furt' er irtecration of tie
develoni 7 countries irto tic vorld neriel ecoremy. A5 for as Switzerland?!s
developnent ai ¢ ani co-operatisn are concerned, vhat is at icsue is mair-
tainins and stren thening the capacity of the developi- : countries to absorb
Swigs exports and investnents. Conversely, Switzerland is willing to accept
the cxpcrt offescive of low=wa~e countries as part of current developmentis in
the world rmar.ct econorwy., Despite the demands of the adversely affected
irdustrics i:5i1c Switzerlanrd, the Swins Govermment has renounced protective
measurec, Or the other ha-d, the state's support of the redeployment of
industr:r to the developin~ countries has not fourd asy evpression ir the
official catclorue of Lwdiss pelicies toward thic Third Lorld. "We cannot
accept c¢ither the demand of the developing courtries for a state-promoted re-
deploynent of ccrtain industrien to their countries nor can we accept a limi-
tation on the production of cumpetitive syntehtic products in the industrialiged
nations, What we can do, on the contrary, is not to impede, by state interven-

tion, processes resulting out of conpetition."2 Svitzerland's public aid for

(&
l/ E. Bruzser, in G. Rehsche, Schweizerische Aussenwirtschaftspolitik und
Dritte Welt, Entwicklunsspolitische Beitra~me 3, April 1977.

/

2/ P. Lévy, Die Schweiz in der Weltwirtschaft, Aktuelle Tendenzen des
Welthandels und der Bezichunsen zur Dritten Yelt; das schweizericche

Verhalten revenliber diecen Terdenzen, Lecture, Baden, 1977.
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development, which in 1977 was only 0.1) per cent, remains significantly
behind that of the OECD countries (0.31 per cent) and consequently far
behind the DAOL/ demand of 0.7 per cent. For this reason, 3wiss economic
policy-makers are at pains not to limit the market conditioned competitive
advantares of the developing countries through protective measures. With
a consistent policy of free trade, Swiss policy-makers are seeking to
counteract the tendencies in the developing courtries to disengage from

the world market economy.

The state's instruments for implementing economic foreign policy
support the endeavour: of Swiss firms in cther countries. The state itself
has neither the desire nor the power to engase in exportins. The instruments
of economic foreign policy, taken as a whole, are designed to promote exports,
a policy intended to insure the prosperity of Switzerland. Since the reces-
sion, the gaps in Swiss export promotion have been successfully closed and
Swiss industry has been enabled to take advantage of competitive opportunities

overseas.

Export Risk Guarantee (ERG)

The federal export risk suarantee is a traditional cornerstone of econo-
mic foreign policy. The ERG was established in 1934 as a means of creating
work and procuring foreign exchange. The legislation in effect today stems
from 1958 and describes the goal of the ERG as the creation and maintenance
of work opportunities and the promotion of foreign trade. The guarantee con-
sists of an assurance that certain export transactions will be partially
covered in the event of a loss of, or a relapse in, payments. The ERG, in
exchange for a fee, covers the risks which result from production, payment, or
transfer difficulties - all common in the export business.2 Tre following

risks can be insured against singly or together through the ERQ:

- Currency exchange risk: Payments for damages arising from

currency exchange risks. (Such payments, as a proportion
of total payments fer damages, have risen from 9 per cent
in 1975 tc 70 per cent in 1977. The introduction of the

currency guarantee in the spring of 1975 for debts more

DAC = Development Assistant Committee of the OECD.

&

H.J. Meyer-Marsilius, Die Férderung des schweizerischen Exports,
Mitteilungen der Bundesstelle fir Aussenhandelsinformation, May 1977,
No. BM 120.



than three months overdue primarily served to shore up the

industries exporting consumer goods.)

- Transfer risk: Payments to cover: (i) difficulties of trans-
fer in the international movement of capital, or (ii) losses

due to the invoking of moratoria.

- Bad debt risks: Payments to compensate for the inability or

refusal on the part of state corporations (as orderers or

guarantors) to pay.

- Political risk: Payments made when political events render

it impossible for the debtors to fulfil their obligations.

- Production risk: Payments to compensate for impossibility

of production and/or delivery.

Bad debt risks to firms not possessing their own state's loan guarantee

are explicitly not covered.

Most significant are the demands for ERG payments according to branches
of industry and countries. 1In 1977, the ERG was most strongly in demand from
the machinery industry; newly-opened guarantees amounted to 4,799 million
francs. 1In this branch, the proportion of exports covered by the ERG amounts
to 26 per cent of total exports. Next comes the chemical industry with 1,726
million francs (20.9 per cent), the watch industry with 216 million francs

(6.4 per cent), and the textile industry with 175 million francs (6.8 per cent).

In the geographical structure of the obligations covered by the guaran~
tees at present amounting to 16.2 milliard francs, the developing countries!
proportion i< conspicuously high at 55 per cent in 1977 compared to 48 per
cent in 1976.

Investment Risk Guarantee (IRG)

In contrast to the ERG, the IRG, established as part of Switzerland's
policy toward developing countries, has not attained any great significance
since its introduction in 1970. The PFederal Government can guarantee invest-
ment undertakings in other countries against certain risks up to a maximum of
500 million francs. The guarantees are basically limited to investments in
developing countries. The guarantee can amount to at maximum 70 per cent of

the invested sum. With only about 20 per cent of the TRG funds being used,
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this economic foreign policy instrument has up to now fajled to have much

impact,

Table IT.11 Obligations covered by the ERG according to economic areas

(Percentages of shares of the total)

Economic area Percentage
Africa 21.18
Asia 16.10
Latin America 8.95

All developing countries

(including Southern Europe) 2590
CMEA 12.84
EFTA 4.40
EEC 16.75
United States and Canada 11.14

Source: Finanz un: Wirtschaft, Zurich, 15 April 1578,

Export financing

In accordance with an agreement between the Swiss National Bank and the
Swiss Bankers? Association, short-term credits on preferential terms to alle-
viate liquidity problems are guaranteed by the banks to export branches -
such as the watch, textile, and shoe industrieeg/ - which have been most
severely hit by the recession. This discounting of short-term export bills
means a yearly subsidy to exporters, or in other words, credit cheapening,
of about 25 million francs. Three~-fifths of this credit cheapening is paid
for by the commercial banks and two-fifths by the Swiss National Bank. In

the case of export credits to be repaid over a period of more than five years,

l/ G. Berweger, Investition und Legitimation, Privatinvestitionen in
Entwicklungsléndern als Teil der schwei zeri schen Legitimationsproble~
matik, Diss., St, Gallen, 1977.

2 «a. Rehsche, Schweizerische Aussenwirtschaftspolitik und Dritte Welt,
Entwicklungspoli tische Beitrlge 8, April 1977.
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1
the c mmercial banks participate to keep the ratc of interest uncharn -ed.~
Thanks to this compromise with the commercial banks, Switzerland has for

the meantire given up the idea of establishing an export credit barnk.

An indirect form of export financins is pr vided for by the multilatecral
credits to the irternaticnal development banrs, all win- Swiss inductry !
bid on developnent ban' projects. Biluteral credite are practically al K

to the delivery of Swiss comioditics.

Trade diplomacy

Je intend this general term to refer to all state measures which directly

support the sa'es efforts of S8wics exporters. Jincc the recessior, Swit. -la d
has made ireat efforts to nlace tradc diplomacy increasin-~ly at the cervi-o of
export pronwticn. Because tle prooence of diplomats with their many co ‘onbe

has advanta es tu the export imlustry, LUwitzerlana has built up Ler polits i
representation above all in the lear East. Trade delezates vith diplomatic
Status have bcen installed in saudi Aravia, the Gulf statcs, Indo.csia,
ieria and Venezuela, These trade delc-ates arc assired to the i.oabacoy
and are responsiuvle to ti o political department, but they w rk cxclusivel

for the interests of Cwitzerlann's export industrics. Switzerland alsc o
trade asrcements with %) statce, invesiment protcetion asreementc with D7

states, and cco.omic and tecrnical co-uperation acrcencnts with 36 natic ..

The classical instrument of Swiss trade policics has been the Swiso
Officc !'» the Developnent of Tradc. Under the aucpices of this orranica-
tion, Swiss authorities and representatives of tradc and industry pursue
tosether their common goalss

(i) Furthering and extendint Switzerland’s economic relations
with other countrics;
(ii) Streasthening the Swiss economic ima e overseas; and

(111) Consolidating and strengthering Switzerlan 's presence

in other courtrics.

An important activity in the promotion of trade is thc system of exhi-
bitions and fairs (for example, the 1976 Swiss Fair in Cairo) as well as the

implementation of special advertising campaigns. In a dition, the Swiss

l/ H.J. lieyer-llarsilius, Die ¥drderung des schweizerischen Exports,
Mitteilunsen der Bundesstelle flir Aussenhandelsinformation, May
1977, No. Bil 120.
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Office for the Development of Trade's statement of purposes foresees the
promotion of exports from the developing countries to Switzerland. Thi s
promotion, however, is limited to advertizing the addresses of Swiss

importers and to providing minor market reports.

The last points to be menti oned, and perhaps the most important ones
for understanding Swiss trade diplomacy, are multilateral arranpements and
economic agreements. Consistent with her policy of liberalizing trade,
Switzerland seeks by means of these trade agreements to achieve the most
favourable conditions for her export industry. The most significant agree-—
ments are the liberalization arrangements through OECD and the free-trade
agreement with the European Economic Community. With the completion of
European tariff reductions in 1977, Switzerland's membership ir EFTA has
lost much of its importance. Switzerland participates in international
economic negotiations through her representatives in GATT and her collabora-
tion in OECD. After the outbreak of the 0oil crisis in 1974, the OECD govern-
ments commtted themselves through the "Trade~Pledge" asreements to the
maintenance of world-wide conditions for free trade. The "Trade-Pledge"
expressly contains a clause repudiating the use of trade restrictions or
export subsidies for the purpose of achieving a national balarce of trade.l/
This requlation, renewed annually, has been especially p »fitable for
Switzerland, with her extreme dependence on exports. In the lons run, the
economic agreements with state-trading cou :tries, membership in numerous
subordinate organizations of the United NMations, for example, UNIDO and

UNCTAD, may become increasingly important.

Facilitating structural adaptation at home

Switzerland's economic policy was, and still ist, very one-sidedly ajimed
at the promotion of free trade and exports. Because of the difficulties
caused by the recession, difficulties which affected above all the small- and
medium-sized firms, the demand for a structural adaptation policy can not
longer be ignored. The "Impulseprogramme" for the years 1977 tc¢ 1982 is seen
as a programme to help those who help themselves. With this programme the

Federal Government intends to promote - at a cost of 70 million francs -

l/ P.R. Jolles, Die Schweiz in den Bestrebungen nach Neuordnung der
internationalen Wirtschaftsbezi ehungen, Schriften des Vororts, No. 11,

1977.




above all the export-oriented industries. The "Impulseprogramme" is intended,

on the one hand, to make it easier for small- and medium-sized firms to
introiduce new technologies and to open new markets. On the other hand,
the programme is designed to ease the necessary structural transformation in

the watch industry, in the construction sector, and in the transport industry.

For the purpose of improving the structure of economically threatened
regions, the Swiss Federal Council has approved financial aid for the renewal
and diversification of investments. By means of interest subsidies and security
guarantees by the Confederation and the Cantons, the intention is to trigger

off a long—term improvement of structural conditions.

In comparison to structural adaptation policies of other countries or
to Switzerland’'s own export-promotion policies, Switzerland's structural

problems are, as in the past, still being neglected at the policy level,
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IIT. STRUCTURAL CHANGES IN SWISS INDUSTRY 1368—19]82/

Over the past ten years, mamufacturing has lost importance as an
employer inside Switzerland. Not unexpectedly, the tertiary sector has
partially taken up the slack. The percentage of the total workforce
employed in manufacturing (including electricity, gas and water) has dropped
from 40.1 per cent in 1967 to 36.7 per cent in 1976. In 1970, manufacturing
(including electricity, gas and water) accounted for 39 per cent of the gross

domestic product.

Table ITII.1 provides an overview of the development of employment in the
different branches of Swiss industry. Although a secular trend favouring
the tertiary sector had set in long before 1968, it is nevertheless striking
that industrial employment in Switzerland did not begin to decline in absolute
terms until 1971. This decline then accelerated with the collapse of employ-
ment in the industrial sector during the recession of 1975-1976, an absolute
decline which was above average by international standards, and which cannot
be compensated for by growth in the tertiary sector. Each of these develop-
ments is closely connected to the employment of foreign workers inside

Switzerland.

Looking at the employment figures, only (1) food, beverages and tobacco,
(2) printing and publishing, (3) chemicals and (4) metals and machinery reveal
an above-average level of employment in 1977. All branches, however, are
below pre-recession levels. This decline is particularly pronounced in
textiles and wearing apparel, in ncn-metallic mineral industries (related tc
the collapse of the Swiss construction industry) and in the watch industry.
Table ITI.2 shows the corresponding changes in the distribution of employment
among the branches (given the lack of a detailed index of industrial produc-
tion and/or value-added statistics we have resorted to using employment

figures) and the proportion of foreign workers employed in the branches.

The period from 1968 (in some cases 1967) up to 1977 was chosen as our
frame of reference in order to compare the recession years with a longer period
of high employment. The following branches have increased their share of the
total labour force employed in industry since 1067:

l/ The Appendix to Part III contains a short summary of several other
studies of Swiss industry.




Canl TIT.1 Index of utput (F) and employment (B)
in Swiss manufacturing; 1963 = 100

1968 1969 1970 1971 1972 1973 1974 1975 1976 1977

Uanufacturing P 10c.0 110.0 119.2 121.7 125.0 130.8 132.5 113.3 115%.5 119.7
total ©O166,00 100.7  100.9  100.9 99.1 98.3 98.0 88.9 84.7 2.6
Food, beverages P 106.0 106.0 112.6 117.6 121.7 126.9 120.9 113.4 118.4 1272.6
and tobacco B 100.0 99.4 98.1 74,9 928.5 929.3 97.6 g2.0 90.0 70.6
Textiles P 100.0 104.0 102.0 103.0 111.9 113.9 110.9 93,1 106.3% 1U/(.3
106.0 99 .7 95.0 92.0 87.8 37.0 83.6 72.3 11.72 10.4
Wearing apparel, P 100.0 104.Y 104.5 105.3 105.3 101.7 96.5 91.1 110.6 114.1
shoes, etc. B 100,00 99.1  9%.% 91.% 89.3 853 79.8 70.4 69.0 8.0
Wood, cors, etc. P 100.0 108.6 115.3 120.0 125.8 136.2 130.5 106.8 105.7 116.2
2 106.0 100.13 29.9 99.3 99.2 93.7 96.7 83.0 17.4 78.3
Paper and paper P 10G.0 104.0 110.5 103.2 98.4 102.4 112.1 77.4  33.9 91,2
foods K 100.0 97.( 97.4 5.4 94.0 93.5 95.6 86.4 83.9 33.3
Printing and P 100.0 108.6 117.9 117.9 115.8 115.0 112.7 95.7 95.7 3.6
publishing B 100.0 101.1 100.2 102.0 100.2 97.9 98.2 91.2 B87.4 87.8
Leather, rubber, P 100.0 116.2 128.7 129.4 128.2 139.0 133.8 122.1 148.5 166.1
plastics 3 100.0 101.0 102.0 100.5 99.5 96.8 93.1 80.5 79.0 77.7
Chemicals P 100.0 122.7 129.5 135.6 114.0 199.3 170.4 143.9 17/2.7 171.2
B 100.0 106.1 111.4 115.7 11%.4 11%.7 117.1 114.5 111.2 1.7
Non-metallic
mineral pro- . ,
Tunte orbent }1: }88.8 1;2.3 1;2.2 15&63.2 1;;8 1}9{; 13(3);5 %.2 gzg %g
petroleum and : : ) : : : ) : : :
coal
Metals P 100.0 109.3 118.7 122.4 123.4 132.7 129.0 100.0 100.9 111.2
B 100.0 100.9 101.6 103.0C 106.3 107.7 106.9 94.7 87.1 36.7
Machinery and P 100.0 110.0 126.7 130.0 128.2 134.3 140.1 127.5 113.4 117.6
equipment B 100.0 101.8 103.1 103,7 99.7 97.6 99.9 94.0 89.7 85.4
Watches, jewelry P 100.0 105.7 107.8 105.0 116.4 123.4 125.6 101.5 99.3 105.7
engraving B 100.0 100.9 105.3 100.7 95.0 95.8 99.0 80.5 73.0 75.1
In comparisons
Employment in
the tertiary 100.0 102.0 103.8 105.9 107.5 109.7 110.5 107.6 105.6 106.5
sector
Tﬁ:})f"“’my' 100.0 101.2 102.0 103.3 103.5 103.6 103.0 94.5 90.9 91.2

Source: Volkswirtschaft (a monthly review edited by the Federal Ministry of Public
Economy).




Table III.2 Total employment and employment of foreign worker.
from 1967 to 1977 by branches

(Percentage distributions)

Employment distribu- Foreign workers in per
tion in per cent cent of employed

1967

—
O
-~
(@)

1977 1967 1970 1973 1977

—
(@)
o
o
—
o
o

Manufacturing total
Food, beverages and tobacco
— Food and animal feed
- Beverages
- Tobacco
Textiles
- Yarn, thread, fibres
- Fabrics
- Embroidery
- Finishing
Wearing apparel, shoes, etc.
- Woven fabrics
- Knitted fabrics
-~ Shoes
Wood, cork, etc.
- Woodwork and wooden semi-manufactures
- Furniture, construction elements
Prams, toys, sporting goods
Paper and paper goods
- Cellulose, paper, cardboard
- Other paper goods
Printing and publishing
- Book and newspaper printing
- Lithography, offset, photo-engraving
Leather (without shoes)
Rubber, plastics
Chemicals
- Miscellaneous chemical products
- Synthetic and natural dyes
- Pharmaceuticals, cosmetics
Non-metallic mineral products except
petroleum and coal
- Artificial stones, cement, gypsum
Metals
- Fabricated metal products
Machinery and equipment
— Machines and appliances
- Machines and appliances of
miscellaneous types
- Machine tools
— Textile machinery
- Precision instruments, optical
and medical
All others
- Vehicles, transport equi pment
Watch industry
Jewelry, engraving

—
[
(&)
C

VMTOW—~N U1 OO0 O NHVOKHF N ~NHFHFONNAHRHFIANRRDOYNOOYDNODOU®@LWD™MN'I~NHO®

32.8
2.
il.
17.
38.
49.
55.
46.

34.1 35.8 37,
1.5 34.

32.9  36.

19.2 20.

38.6 41,

49.9 50.

57.1 57

46.9

43.8 41.

46.4 45.9

60.2 5.3

£4.6 . 63.7

62.1 .8 60.6

5308 . 53'5
33.5 . 28.3

34.5 -1 29.5

34.0 . 28.8

35.3 26.4

35.3 .4 31.6

28.9 28.7

2 35.7 .0 30.5
19.8 21.1 . 20.4
16.9 18.4 18.4
24.0 26.2 . 23.7
45.4 45.0 47.8 42.1
37.3 38.5 39. 34.0
19.6 24.0 28.4 27.6
21.0 2.0 30.8 30.0
17.9 27.1 33.2 28.7
18.4 21.6 26.1 25.3

46.3 46.2 48.4 37.7

50.8 52.5 53.9 38.9
36.1 38.2 38.6 34.5
35.4 36.4 36.8 33.1
31.8 34.0 34.3 30.1
J2.0 34.4 34.4 30.3

31.1 37.0 6.8

26.5 29.9 30.2
34.1 38.6 40.8

33.2 34.7 33.9

33.7 33.4 33.1
33.7 33.8 4.8
22.5 27.0 30.4
28.4 35.8 38.1
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Source: Volkswirtschaft (a monthly review edited by the Swiss Federal Ministry of
Public Economy).
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Food, beverares, tobacco (mainly food and animal feed);

Subgroups of the paper industry;

Printing and publishing (mainly lithography, off-set and
copper-plate printing;

Rubber, plastics;

Chemicals (with the exception of synthetic and natural dyes);

Metal goods;

Machinery (with the exception of automobiles and transportation).

As a proportion of the total industrial labour force, the number of
employees in the following areas has remained the same since 19€7:

-~ Beverages;

- Perambulators, toys an! sporting goods;

- Book and newspaper printing.

In all other branches, the numbers employed have fallen as a proportion
of the total industrial labour force and in the following brancnes by over 20
per cent?

- Textiles and wearing apparel;

- Synthetic and natural dyes;

~ Non-metallic mineral products.

The use of subcategories not only provides an indication of the crucial
areas within the branches, but they are also indicative of the statistical
di fficulty of a further disaggregation of the data. For example, more than
one-half of those employed in chemicals fall under the subcategory of
"miscellaneous chemical products", thus not permi tting further classification.
Similarly the most important category in the machine industry is '"Machines
and appliances of miscellaneous types", as well as "all others". It can be
ascertained that the strong increases in the proportions of employed are to
be attributed, as one would suspect, to "new' lines of production within the
branches, but the methods of statistical collection do not allow us to identify
precisely what these "new" lines of production are. Since 23.8 per cent of
all those working in industry in 1977 were employed in these subcategories,
special studies ought to be undertaken to identify the growth areas.

Table ITI.2 also provides information about the extent to which foreigners

are employed in Switzerland. The employment of foreign workers reached a high
point in 1973 in both absolute and relative terms, with 37 per cent of the
total industrial labour force. (This was two years after the total industrial




employment reached its highest level.) The migration of Swiss workers into
the tertiary sector (or into the sharply expanding branches of industry)
and their replacement by foreign workers was already occurring before 1971,
though still relatively unnoticed. This trend then gathered strength in
the early 1970'g,

The presence of foreign workers is especially pronounced in t} ose
branches which have suffered very severe losses in their proportion of the
total industrial labour force, namely textiles and wearing apparel, leather
and non-metallic mineral industries. Conversely, the relatively expanding
branches show a below-average (chemicals, printing and publishing) or average
(x'ubber, plastics, sectors of metals and machinery) proportion of foreign
workers. If the :ifferent levels of training between Swiss and foreign
workers are taken into account, it is possible to make inferences about the
quality of labour demanded by specific branches and therefore indirectly
about the type of technolo;y being used (see Part IV).

The decline in the proportion of foreign workers between 1973 and 1977
reveals clearly that the collapse in employment occurred to a great extent at
the expense of foreign workers, and above all, at the expense of "non-
resident" foreign workers, i.e. those having resident permits good for only
one year or less. In 1967, the proportion of non-resident foreign workers
was still 85.7 per cent of the total number of foreign werkers; by 1973, it
had sunk to 66.3 per cent and it then declined to 46.1 per cent in 1977. TIf
one assumes that the liberal immigration policy of the past is scarcely likely
to reoccur because of political considerations, then the "definitive" diminu-
tion of labour potential (about 250,000 foreign workers) which occurred

during the recession takes on a real significance for future developments.

In considering industry as a whole, there are two phenomena which

immediately catch one's attenti on:

(1) The small - in comparison to other countries - expansi on
of output: This is due to the small Swiss domestic market
and the previously existing strength of Swiss industry
overseas (the fifteen largest Swiss industrial firms
employ 20 per cent of Switzerland's industrial labour
force but produce only 26 per cent of their sales at
home);y

y Schweizerische Bankgesellschaft (Union Bank of Switzerland), Die
Grdssten Unternehmen der Schweiz, various editions, Zurich.




The income recovery from the recession, particularly in
industrial activity: Apart from wearing apparel, chemicals,
rubber and plastics, output has not yet reached pre-
recession levels. The causes for this lie in the stagnation
of domestic demand, in the contraction of population, and in
the loss of international markets as a result of the appre-
ciation in the rate of exchange. The latter has brought
with it an investment depression which has now lasted for

almost five years.

Table IIT.3 presents information on value added and capital intensity i

the different industrial branches.

Only chemicals and rubber and plastics achieved unambiguous increases in
their share of value added. Apart from food, beverages and tobacco, and
machinery, all of which retained a more or less stagnant proportion, all other
branches show a decline. Admittedly, the ratios of 1977 are still signifi-

cantly distorted due to the business cycle: because of the trailing recovery,

the proportions of consumer goods branches are too high compared to the trend,

2id those o jinvestment goods branches are somewhat too low. The changes in
value added per employee of the respective branches are worth pointing out.
Chemicals as well as food, beverages and tobacco show, without exception,
above-average levels, levels which are accompanied by a capital share that
also lies above the aversze. The increase of value added per employee is
confirmed in textiles and wewuring apparel as well as in wood, rubber and
plastics. The former is accompanied by below-average, the latter by above-
average, capital intensity. In relation to industrial totals, all other
branches show stagnating or even sinking value added per employee. Whether
these 1973-1977 changes in the value added per employee are of a long-term,
structural nature, is a question that cannot yet be answered definitely; the
business cycle, know-how, profits, price elasticity, etc., must all be taken
into consideration. The more basi¢ proposition in this context - that more
capital-intensive branches are less affected by wage—cost problems than less

capital-intensive branches - may be retained.

Table III.4 gives an overview of the real gross value of production in
the respective branches and of real imports and exports, expressed as per-—
centages of the gross value of production. From this, it is possible to infer
the foreign trade intensity of industry as a whole, as well as the significance
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wable TIT.3 Value added and capital shares by branches from 1967 to 19773/

Value added in percent Value added per Capnta}
of the total in employee share in
manufacturing . T per cent
(in 1000 Swiss of value

(in constant prices) francs of 1970) added

1967 1970 1973 1977 1967 1970 19/3 1977 1970

Food, beverages and 13.8 13.0 13.3 14.0 27.7 33.2 37.0 139.1 53.7
tobacco
Textiles 4.3 4.1 4.2 4.3 18.5 21.3 26.0 30,2 26.7
Wearing apparel, shoes, 5.2 4.4 3.9 4.8 15.95 17.5 19.1 26.8 30.8
etc.
Wood, cork 6.2 5.9 6.4 5.3 22.9 27.5 32.9 35.4 15.6
Paper and paper goods 1.9 1.7 1.! 1.4 23.2 27.8 26.8 26.8 35.1
Printing and publishing 5.0 9.2 4.6 4.1 20.7 26.5 26.5 24.0 32.6
Leather, rubber, plastics 2.0 2.0 2.0 2.6 23.4 28.2 32.1 47.8 41.4
Chemicals 10.0 11.4 12.8 15.0 49.3 55.1 65.5 74.0 50.1
Non-metallic mineral pro~ 3.6 3.4 3.7 2.5 27.5H 34.8 41.1 34.4 44.5
ducts except petroleun
and coal
Metals 17.4 16.6 16.9 15.9 25.2 29.7 31.3 32.6 39.3
Machinery and equipment 24.0 26.0 25.1 24.1 25.0 28.2 31.6 3l1.6 33.2
Watches, jewelry, T.2 6.3 6.6 6.1 22.5 23.3 29.3 32.1 31.7
engraving
Total 100.0 100.0 100.0 100.0 23.5 29.1 32.8 34.9 9.6
Source: Federal Office for Statistics, Bombach et.al., 1977; Volkswirtschaft.

Y

Limitations:

A full analysis of the supply side of the Swiss gross domestic product
exists only for 1970. The data given for 1967, 1973 and 1977 are there-
fore extrapolated. The calculations were made in the following ways:

Value added is estimated with the index of industrial production. Since
this i8 a gross index, including inputs, its use in extrapolating from
1970 data implied that the relation between value added and inputs has
not changed over the years.

Value added per employee (productivity) is measured by using the index
of productivity formed from Table ITT.l:

(Index of production

Index of employment X 100)

The mode of extrapolation does not take differertial price developments
into account.

The capital share (or capital intensity) is calculated as the portion of
current value added which represents returns to capital in the broad
sense (including interests, profits and depreciation). That is, the
capital share is value a’ded minus wages and social security payments
made by the firm. Because of the !ifferential and fluctuating returns
to equity capital, this figure is only an imperfect and indirect indica-
tor for the amount of capital invested.
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of foreign trade for the individual branches. (For more detailed commen-
tary on Table IIT.4 see the working paper of Prader.) Two important points
must be mentioned here:

- In the foreign trade percentages for the machinery and equipment
industries, only the commercial vehicles are included in the
corresponding subcategory;

- In the cases of watches, jewelry, etc., the foreign trade per-
centages refer only to the watch industry, i.e. subtracting
Jewelry, etc., from the gross value of production, this per-

centage would be much higher.

Table ITII.5 indicates the difference between the export and import pro-
portions in each branch, i.e. the real balance of trade as a percentage of

the gross value of production.

If one considers Table IIT.4 in terms of the devel opment of industry as
a whole, what leaps to the eye is the steady growth of foreign trade over the
last ten years (cf. Part II). Traditional net exporters are machinery, watches,
and chemicals, and since 1976, temporarily metals. The latter may be an
example of the fact that the recession and the poor recovery have forced
branches with an over-capacity int exporting which often resulted in only
poor returns. All other branches are traditionally net importers to a more

or less considerable extent (cf. Table III.5).

Intra-industrial foreign trade is very high (export and import pro-
portion more than 30 per cent in textiles, rubber and plastics; chemicals

and machinery). Since 1977, this is also true of paper and paper products.

The non-metallic mineral industries, wood, cork and wearing apparel
show a small proportion of exports, but comparatively, a very high proportion
of imports. This is reversed in the watch industry. Branches which have been
traditionally more oriented to domestic demand (with imports and exports
below 25 per cent) are food, beverages and tobacco; printing and publishing;
wood, cork; a~d metals (see Table III.4).

If the change in the real balance of trade is taken as a provisional
indicator for the development of the international competi tiveness of the
respective branches, then those branches which have improved their balance
of trade accounts (rise in the active, decline in the passive), are getting

relatively more competitive than those where the balance of trade accounts
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have deteriorated. The balance of trade averages are compared for three
periods: 1968-1970, 1971-1973, 1974-1977 (see the Summary Table in Part Iv).
The branches with an increasing balance of trade have succeeded in:
- Making up for lost markets at home (due to competition of

imports) by a higher proportion of exports; and/or

successfully challenging the competition from imports.

Examination of Table III.5 reveals that between 1968 and

1977 textiles, wearing apparel, paper and paper products,

and the non-metallic mineral industries had to put up with

a deterioration in their balance of trade; all other branches

showed improvement in their competitive situation. (1t must

be constantly remembered that all these comparisons are

purely relative, i.e. in reference to other branches or to

earlier positions. Price considerations would have to be

taken into account in order to give precision and con-

creteness to these assertions.)
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IV. BRANCH-LEVEL INDICATORS OF SWISS COMPETITIVENESS

The aim of Part IV is to report the results of an initial macro-
economic evaluation of the competitive capacity of Swiss manufacturing.
For this evaluation statistics which were already available have been used;y
thus the evaluation reflects the level of aggregation found in these statis-

tics. Part IV is organized into three main sections:

(1) Theoretical construction of a set of indicators with which

to assess the competitiveness of respective branches and
with which to make a provisional classification of industrial
branches. This classification is based on developmental ten-
dencies in Swiss manufacturing during the period 1968 to
1978. (Tables are to be found in the Appendix to Part IV;
methodological principles and sources are laid out in a working
paper by G. Prader.)

(i'l) Individual branch-specific analyses carried out on the basis
of the developed set of indicators.

(1ii) Classification of Swiss manufacturing branches according

to. characteristics of their competitiveness.

l/ Analysis in Part IV also, to some extent, relies on the studies discussed
in the Appendix to Part III and on the following studies:

- W. Hill, Die Wettbewerbsstellung der schweizerischen Uhrenindustrie
(confidential), Basel, 1977;

- Studiengruppe der Féderation Horlogdre Suisse (FH), Die schweizerische
Uhrenindustrie in der Sicht der nHchsten zehn Jahre (confidential),
1976;

- H. Jlrgensen, Die schweizerische Metall- und Maschinenbauindustrie,
discontinued pilot study (corfidential), Hamburg, 1975;

- D. Maillat et.al., Transfert d’emploi vers les pays qui disposent d'un
surplus de main-d'oeuvre comme alternative aux migrations internationales -
le cas de la Suisse I-III.

Three studies produced in 1977 under the auspices of the International
Labour Organi zation (the third was a field survey),

- Industrial Redeployment Tendencies and Upportunities in Switzerland,
UNIDO Working Papers on Structural Changes, No. 7, May 1979;

~ A. Nydegger, Vier Teilberichte zur Tertilindustrie, Part 1, St. Gall,
1978. ?’I‘his part is limited to the investigation of world-wide demand
for textile goods; the other parts are still in preparation.)

|
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A. Methodolomical Approach and Rough Estimation of the Competitiveness of
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Swiss Manufacturing

Statistical difficulties and the structural discontinuity of Swiss

economic development during the last five Years raise three preliminary

problems which must be dealt with:

(i)

(ii)

(i1i)

If the most recent recession may not indicate the end of
the post-war growth era in general, it at least indicates
the end of a specific period of post-war growth. The
factors trigge~ing off this recession and contemporary
changes in the ‘nternational division of labour have not
yet led to a new, visibly stable path of development. The
business upswing which is developing only falteringly and
the ongoing structural transformations make it impossible
to build up a clear picture with the data that exist today.
That is, we cannot yet statistically separate the effects of
cyclical phenomena from the effects of long-term structural
changes. Hence, an analysis of the more recent past can
neither rest exclusively on developments which took place
before the recessiony nor is it possible to unambiguously

exclude the cyclical components of the years after 1973.

Basically, an analysis of the competitiveness of Swiss
manufacturing should contain to an equal extent an examina-
tion of supply and demand. In view of the great statistical
difficulties which would immediately be posed by an investi-
gation of foreign markets, the present study is more oriented
to supply. In other words, the structure of demand is inferred
from the quantity of goods sold and from the prices which are
paid for imported and exported goods.

In effect, this investigation presupposes the exd stence of

an annual production account for the Swiss industrial sector.
However, for Switzerland there exists only one solitary
national production account (= supply side of the GDP), namely
that for 1970. Because of this, we must infer value added
statistics from the available gross indices (see Prader's

working paper).




_./")_.

The examination of the international competitiveness of 3wiss industry
would in principle have to rest explicitly on a comparison of the performance
of the same branches (producing in Switzerland and in other countries -
especially developing countries) on national and/or international sales and
supply markets. For statistical reasons, however, the examination rests on
an analysis of positive and negative deviations of single branches of Swiss
industry from the Swiss industrial average. (For a more detailed explanation
'f this procedure and its theoretical underpinningss, see Prader's working

paper. )

The analysis of the relative competitiveness of different branches is
based on the following indicators (see Prader's working paper for discussions

of the methodology):

1. Indicator of quantitative demand: The index of industrial producti on

and (as a complement) changes in employment are used;

2. Indicator of the qualification level of the labour force: There are

two items that serve this function:
(i) the percentage of foreign labour employed in eact branch;

(ii) the absolute wage level of each specific branch.

Additional differences are revealed through the division of foreign

workers into residents and non-residents, who are less qualified (see Part ITI).

3. Price indicators: The import and export price indices were used.

4. Involvement in foreign trade and its development: The real balance

of trade is measured as a percentage of the gross value of produc-

tion of the respective branches.

5. Indicators of cost competitiveness: These are primarily the changes

in the wage cost per unit of output of the branches, as well as the
corresponding productivity trend. In order to estimate the cost
competitiveness on the export or home markets, the relati onship
of changes in wage cost per unit of output to changes in export or

import prices were relied on.

The indicators sketched in the previous pages must now be combined and
integrated before they can be applied to the individual branches. The starting
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point for the resulting classification of the relative competitive capaci -
ties is the following Summary Table.

This Table refers to the years 1968-1977. In order to prevent the
recession years of 1975-1977 from taking on an exaggerated significance, we
rejected both a compilaiion of average rates of growth and an accumulation
of positive and negative changes. These changes are instead visible as the
average deviation from the starting year, 1968 = 100. Consequently, the
sharp upswings up to 1973-1974 are no longer compensated for by equally
violent downswings during the recession. Rather, the upswings, building
60 to 70 per cent of the data determining the average, compensate for the
cyclically determined, out of proportion downswings of the recession period.

Apart from the percentages of foreig: workers, which are taken from the
industrial statistics, those indicators which contain absolute levels (wage
levels, real balance of trade in the respective branches) are based on extra-

polations from the production account of the 1970 gross domestic product.

The real gross value of production for 1968-1977 is an extrapolation
from the 1970 figure for gross value of production, with the index of
industrial production (A). Exports and imports as percentages of the real
gross value of production for 1968-1977 are extrapolations from the exports
and imports of 1970 with the corresponding indices of the volume of foreign
trade. The figures derived in this way for the real value of foreign trade
are expressed as percentages of the real gross value of production, The
real balance of trade, expressed as a percentage of the gross value of
production, is the difference between the calculated values of exports and
imports. The absolute wage level for 1968-1977 corresponds to the wages
per employee (including social services) for 1970, extrapolated with the
help of the average earnings index (D).

The branch evaluation results in three types of rank ordering are
described below.

1. Production, employment, productivity and wage costs per unit of output:
"Demand” indicator

These indicators permit an initial classification of the branches'
international competitiveness. The numbering of this classification expresses
the rank order; ranking is primarily according to production, then to
productivity.
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Legend to the columns of the Summary 'I‘ablel/

(1) - (4), (7) and (9) Average deviation of indices from
1968 = 100.
First figure given: 1968-1977

Second figure given: 1975~1977

(5) Wage level of the respective branches
as a percentage of the average of
1968, 1973, 1976 (first, second and
third figures, respectively).

(6) Total of foreign workers (T) as a
percentage of the branch, averages
of 1968-1977, 1972-1974, 1975-1976
(first, second and third figures,
respectively).

Numbers of "resident" foreign workers
(N) are given as a percentage of all
foreign workers employed in the branch
and refer to the same averages as the
totals.

(8) Averages of 1968-1970, 1971-1973,

1974-1977 (first, second and third
figures, respectively).

The terms used as table headings are defined as follows:

A: Production = index of industrial production

B Employment = index of industrial employment

C: Productivity = A—%& (Index)

D: Average earnings = index of average earnings of all employees

BxD

E: Wage costs - o5 (Index)

F: Wage costs per unit of output E x 100 : 100 (Index)

G Export and import prices = the corresponding indices from

foreign trade statistics

H: Ratio of wage costs per unit of output to foreign trade prices =

. Ex100 ; 100 (Index)

1968 = 100 forms the base figure for indicators A - H.

For discuesions of the methodology used to calculate these figures, the
reader is referred to Prader’'s working papers.
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(i) Avove-average increase in production and productivity
or below-average changes in wage costs per unit of
output, respectively;

(ii) Below-average increase in production but above-average
increase in productivity or below-average changes in
wage costs per unit of output, respectively. Employment
is below average;

(1i1) Below-average development of production and productivity
with corresponding above rverage increase in wage costs

per unit of output.

The fact that more than half of the branches fall into category three
illustrates the significance of the recession and the need for further
di fferentiation, mainly in the areas of prices and foreign trade.
2. Foreign worker percentages, wage levels and employment index:
"Qualification" indicator

We analyze six different classi fications. Once again the numbers are

to be interpreted as a hierarchical rank order. The ranking is primarily

according to wage level, then to share of foreign workers.

(i) Below-average share of total foreign workers, above-
average percentage of “resident" foreign workers and
above-average wage level. Employment is above or
below average;

(ii) Below-average share of total foreign workers and also
of "resident" foreign workers. Wage level and employ-
ment lie above the average;

(1i1) Avove-average share of total forei gn workers, below-
average percentage of "residents". The wage level lies
above the mean. Employment is above or below average;

(iv) Below-average share of total foreign workers, above-
average percentage of "residents". Wage level and
employment lie under the mean;

(v) Below-average share of foreign workers, both for the
total and for the "residents", as well as below-average
wage level. Employment lies above the mean;

(vi) Above-average share of total foreign workers, below-
average share of "residents", as well as below-average

wage level and employment.
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3. Index of wage costs per unit of output and foreigm trade prices,

changes in the balance of tradet '"Price-cost-trade" indicator

At this third level we summarize the relationships between wage costs

per unit of output, foreign trade prices and real balance of trade. The

ranking is primarily according to the balance of trade, in second lieu

according to the foreign trade prices. This gives us a rank ordering of

8ix groups$

(1)

(ii)

(111)

(iv)

(v)

(vi)

Improvement in the balance of trade, an increase in
export prices higher than that of import prices, ratio
between wage costs per unit of output and foreign trade
prices below average;

Improvement in the balance of trade, increase in export
prices lower than that cf import prices, ratio between
wage costs per unit of output and foreign trade prices
above average;

Improvement in balance of trade, increase in export
prices lower than that of import prices, ratio between
wage costs per unit of output and foreign trade prices
above average but only in relation to the export prices
(a sub-category of 1i);

Deteriorating balance of trade, increase in the prices
of exports higher than that of import prices, ratio
between wage costs per unit of output and foreign trade
prices above average;

Deteriorating balance of trade, increase in export prices
lower than that of import prices, ratio between wage
costs per unit of output and foreign trade prices below
average;

Deteriorating balance of trade, increase in prices of
exports lower than that of import prices, ratio between
wage costs per unit of output and foreign trade prices

above average.

With the help of these three groups of indicators we can now identify

four groups of industrial branches. Using the data presented in the Summary
Table, the branches will be described individually.
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Preliminary 1
classification of branche "Demand" "Qualification'" '"Price-cost-trade"
(1.3.1) (1.3.2) (1.3.3)
Group T
1.1 Chemicals 1 2+ 2
1.2 Rubber, plastics 1 4+ 1 .
1.3 Machinery and equipment 1 1+ 1
Group IT )
2.1 Printing and publishing 3 1+ 2
2.2 Metals 3 I+ 2
2.3 Wood, cork 2 4~ 3
2.4 Food, beverages, tobacco 3 5+ 3
Group III
3.1 Non-metallic mineral
products except petroleum 3 3~ 4
and coal
3.2 Watches 3 4~ 5
3.3 Paper and paper products 3 1~
Group IV
4.1 Textiles 3 6~
4.2 Wearing apparel 3 6~

B. Rubber and Plastics

Although it was not possible to exclude leather from this branch in the
preparation of the data (except in columns (6) and (8) of the Summary Table),
the following is for the most limited to rubber and plastics. On the one hand,
employment in the leather branch is receding; on the other hand, it accounts
for only a relatively insignificant part of the branch (15.4 per cent of
employees). Hence, the picture given in the Summary Table may be attributed
primarily to developments in rubber and plastics.

From the aspect of the "demand" indicators, the branch shows a strong
upward movement. The recession has not only had a minor impact but this
branch has already shown above-average recovery. However, productivity and

y (+) indicates above-average employment; (-), below-average employment.
This additional criterion is here made explicitly visible because later
we want to interpret redeployment primarily in terms of its consequences
for the labour market.




wage costs per unit of output may be somewhat over- respectively under-
represented in the Summary Table because of depressed development in the

leather industry.

In the case of the "qualifications" indicators the branch's position
is more ambiguous. The wage level and total foreign worker percentages
suggest a relatively low qualification level of the labour force. However,
the wage level given in the Summary Table is somewhat too low (see also
Tables 5% and Sa* in the Appendix), since it includes the leather industry.
Moreover, the percentage of resident foreign workers lies near the mean. If
one tries to weigh these partially contradictory tendencies against one

another, the conclusion that the quality of manpower required is average to

below average may be realistic.l A better basis for evaluating the per-

formance of the branch is provided by its high capital intensity.

From the aspect of the "price-cost-trade" indicators, the branch looks
very good. Not only was it able to make up for the increase in wage costs
per unit of output by higher export prices, but its real balance of trade is
increasing as a percentage of the gross value of production, although the
rises in import prices remain behind those of exports. This may indicate
that the structure of production is changing in the direction of qualitatively
higher value products in comparison to foreign competition. Nevertheless,
the absolute trade balance is still negative. The proportion of plastics
imported from low-wage countries is small, but it has increased significantly,

mainly in the areas of rubber and finished plastic goods.2

As a result of this analysis two hypotheses concerning the redeployment

issue can be made:

- The redeployment of industrial production as a consequence of
cost considerations does not appear to be a particularly pressing
issue at the moment. The pressure of competing imports is small,
although greater in consumer-related areas. In leather, which
forms an exception, there has been a massive increase in competition
from imports coming from low-wage countries, and this is already

accounting for an atove-average share of Switzerland's leather imports.

This is reconfirmed by the studies of Kneschaurek and the Centre for
Economic Research in Zurich.

H. Hollenstein, Die schweizerischen Importe von Industrieerzeugnissen
aus Niedriglohnldndern und ihre Auswirkungen auf die Struktur des
industriellen Sektors der Schweiz, WIF/ETH Monatsberich, No. 8, 1977.




- If redeployment of industrial production does take place, it
is more geared to opening new markets Such redeployment is
not an expression of difficulties stemning from Switzerland's
competitive position, but rather results from the above-average
expansion of this branch. Nevertheless, there could be certain
barriers which result from the capital intensity and the still
close to average qualifications required of the personnel. Re-
deployment may, in accordance with Hollenstein's findings, be
concentrated on products which are already quite far advanced
in the production cycle.

C. Chemicals

If we consider the "demand" indicators (production, employment, pro-
ductivity, wage costs per unit of output), we find confirmation of the
expansion of the branch. The chemical industry is the sole branch in the
industrial sector which is increasing employment. Moreover, this is not
occurring at the expense of productivity. Nevertheless, the wage costs
per unit of output lie only slightly below the middle, which can be attri-
buted to the above-average increase in wages (see Table 4% in the Appendix).
"Synthetic and natural dyes" form an exception to this pattern. Here the
proportion of employed drops sharply.

From the point of view of the wage level, the qualifications require-
ments of the labour force are very high.y The below-average percentage of
total foreign workers complements the picture, as we would expect. The fact
that the percentage of resident foreign workers lies under the mean is a
sign of the chemical industry's reliance on better educated Swiss labour;
still more important, however, in view of the strong geographical concentra-
tion on the border city of Basel, are the foreign workers who commute daily
across the border from France and the Pederal Republic of Germany. In
addition to these employment characteristics, the capital intensity of the
chemical industry is also a factor favouring a Swiss location.

Inspection of the "price—cost—trade" indicators shows that the chemical
industry has a good record in its real foreign trade balance. However, given
the relationship between wage costs per unit of output and foreign trade

l/ This is also confirmed by studies of Kneschaurek, the Centre for Economic
Research in Zurich, and the Swiss Federation of Commerce and Industry
(see Appendix to Part TII).




prices, a certain cost pressure cannot be denied, even if this pressure is

neutralized by qualitative advantages.

The decline in employment, in the line of "synthetic and natural dyes",
together with studies by Hollenstein and Birchler, serve to differentiate
adequately branch tota.la.y Birchler shows that the market shares of Swiss
exporters are strongest in the fields of chemical raw materials and com-
ponents, and have receded in the area of dyestuffs. According to Hollenstein,
the proportion of imports from low-wage countries has risen sharply in the
areas of pharma.ceutics/cosmetics, wax goods and matches, even if they remain
below average. A 1976 survey of Swiss firms reveals an above-average
interest on the part of the chemical industry in redeployment, with the
motive of high costs (rate of exchange, wages) appearing only secondary to
the motive of access to markets. The Maillat study also mentioned access to

markets as the most important motive for industrial redeployment -3/

The following conclusions emerge:

- The chemical industry is practising redeployment and is strongly
interested in it for those products which present no prohibi-
tively high requirements in the qualification of the labour force.
The products identified permit one to suspect that it is primarily
a question of sta  ‘irdized commodities far advanced in the pro-
duction cycle;

- Redeployment occurs in the chemical industry not primarily because
of cost considerations but because of concern for market access;
hence, redeployment is the outcome of the expansionary and finan-
cial strength of the chemical industry and less a consequence of
the disadvantages of producing inside Switzerland.

D.  Machinery
Both in terms of employment and value added, the machinery industry is
the most important and, at the same time, the least homogeneous branch. Con-
sequently, statistical problems become all the more important when attempting
a further disaggregation.

1/ See Appendix to Part III.

_2/ Industrial Redeployment Tendencies and Opportunities in Switszerland, UNIDO
Working Paper on Structural Changes No. 7, May 1979.

_3/ P. Maillat, Transfert d'emplois vers les pays qui disposent d'un surplus
de main d'oeuvre comme alternative aux migrations internationales - le cas
de la Suisse, International Labour Organization, Geneva, 1977 (especially
Volume IIT which contains the results of a questionnaire).
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The indicators introduced for consideration of "demand" show that the
machine industry lies barely above the industrial mean. This is true for
production, employment, productivity and wage costs per unit of output. In
all four cases its situation is worse than the branches already discussed.
The rise in the proportion of employed holds good for all parts of the
branch except the transportation sector. The qualification indicators of
wage level and foreign worker percentages indicate as a whole a highly-
qualified structure of skilled labour. This is confirmed in the investiga-
tions by Kneschaurek, the Swiss Federation of Commerce and Industry and the
Centre for Economic Research in Zurich.l/ However, the latter shows that

household machines and appliances are an excep*ion.

If we examine the price-cost-trade indicators, the hypothesis seems to
be borne out that a relatively poor position (in comparison to the chemicals
irdustry) in productivity and wage costs per unit of output can be compen-
sated for by innovative technological advantages and rises in the prices of
exports. The machine industry has not only succeeded in strongly improving
its real balance of trade as a percentage of the gross value of production
(the decline during 1971-1973 may be attributed to the high home demand),
but also in keeping up with the growth in wage costs per unit of output by
significant rises in the price of exports. All this took place with only a
minor setback in output and in spite of the pressure exercised by compara-

tively low import prices.

Birchler's investigationg/ shows that the machine industry did not have to
put up with relevant market losses in its share of the export markets of the
fifteen OECD countries in any of its important branches (except perhaps in the
case of generators, where political factors came into play). Rather its shares
in the market were still able to rise.

Conversely, Hollenstein's studyé/ indicates areas in which low-wage
countries succeeded in raising to a significant extent their share of
Switzerland’'s imports (bicycles and motorcycles, diverse transport equipment,
diverse electrical equipment, office equipment, optics, precision tools,
maintenance electronics). The analysis of these areas suggests that here, too,
it is a question of products the production cycle of which is far advanced and
the production of which no longer demands high latour qualification. Correspon-

1/ See Appendix to Part ITI.
2/  See Appendix to Part III.
3/ See Appendix to Part III.
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ding to the results of the UNIDO survey,l/ the interest in redeployment is
definitely above average. The major incentive is once again access to
markets rather than cost considerations (rate of exchange, wages). It is
interesting that the lack of qualifications of potential employees is viewed
as the greatest obstacle to redeployment. The Maillat study came to the

same conclusion about redeployment motives.2

Thus, the situation of the machine industry is similar to that of the
chemical industry. Areas of the machine industry where the quality of the
labour force no longer plays an overwhelming role are liable to lose ground

to import competition. Redeployment is a viable alternative.

E. Metals

The demand indicators relegate the metal industry to those branches which
have not attained the average level of industrial development. Wage costs per
unit of output and employment are above average, production and productivity

below the mean.

The "qualifications" indicators which should provide information about
the qualitative requirements, yield a diffuse picture: above-average wage
rates, on the one hand; a high proportion of foreign workers, on the other.
The work of the Centre for Economic Research, Zurich, here permits a welcome
di fferentiation:

~ Parts of the fabricated metal goods industry with low capital

intensity (wire goods and the like, cable works, metal insula-
tion, cutlery, tin products and light fittings) and the basic
metal industry with high capital intensity (except light metals)
make low demand on the qualifications of the labour force;

- The branches of the metal goods industry which produce machine

and die tools, light metals goods, light bulbs, metal furniture,
and those branches which produce 1j ght metals and semi-finished
light metal goods, have high reqrirements for qualified labour
and are characterized by high capital intensity.

AN

Industrial Redeployment Tendencies and Opportunities in Switzerland,
UNIDO Working Paper on Structural Changes No. 7, May 1979.

g/ P. Maillat, Transfert d*emplois vers les pays qui di sposent d'un surplus
de main d'oeuvre comme alternative aux migrations internationales ~ le
cas de la Suisse, International Labour Organization, Geneva, 1977
(eSpecially Volume IIT which contains the results of a questi onnaire).




The branches of the metal industry showing high demand for qualified
labour and/or a high capital intensity employed a mere 30 per cent of those
working in metals during the period under observati on. That these branches
perform above the average for the metal industry as a whole may be inferred

but not unambiguously proved.

Interestingly, the below- respectively above-average development in the
area of productivity and wage costs per unit of output does not show through
in foreign trade. Rather, the real balance of trade has improved, but only
with depressed export prices in relation to import prices. While the high
import prices reveal a certain degree of protection on the home market,
the low export prices may be a sign that price competition in export markets
is beooming fiercer. For example, the construction-related sectors of the
metal industry were driven to export in the short term even to the point
of selling off their stock without taking profits into account. The cost
pressure resulting from growing low-wage country imports may be the most
severe for cutlery and tin goods.1

The following hypotheses about redeployment may be formulated for the

metal industry as a whole:

- Somewhat less than one-third of the branch requires qualified
labour and/or high capital intensity and is primarily redeploying
in order to expand on foreign markets rather than to reduce high
costs of production. This third may statistically di squise the
cost pressure in other sub~branches;

- The sub-branches most affected by import competition are those
which show neither high demands for qualified labour nor above-
average capital 1ntensity.2

F. Printing and Publi shing

Like the majority of branches investigated, printing and publishing
does not attain the industrial average for the demand indicators. Production
and productivity occur at a level unambiguously below the industrial mean and
wage costs per unit of output are olearly above the industrial mean. This

}/ H. Hollenstein, Die schweizerischen Importe von Industrieerzeugnissen
aus Niedriglohnlindern und ihre Auswirkungen auf die Struktur des
industriellen Sektors der Sohweitg, HIF/ETHHonatsbericht, No. 8, 1977.

2/ Ibid.
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statement may be subject to a certain modification in the long-run because
of the extraordinary impact which the recession had on this branch. 1In
addition, examination of the sub-branches shows that the increase in the
proportion ot employed is to be explained in the first instance by develop-
ments in theareas of lithography, offset, and photo-engraving, whereas
employment in book and newspaper printing has remained constant.

The "qualifications" indicators (wage level, proportion of foreign
workers) indicate high labour force qualification requirements.l/

The investigation of "price—cost-trade" indicators shows that the printing
and publishing industry is strongly oriented toward domestic sales. In spite
of this, it has succeeded in coping with the lack of demand inside Switzerland
by significantly increasingly its share of exports as a percentage of the
gross value of production. Import prices, which have risen considerably in
comparison to export prices, may provide a certain explanation for this,
while at the same time indicating the fact that import competition does not
present too great a threat. Conversely, Birchle has shown that the pro-
portion of Swiss print products on the import markets of the fifteen OECD

countries has severely declined during the recession.

This rather sparse information allows us to make two hypotheses:

- In printing and publishing, the problem of cost pressure is great.
This is shown by the ratio between wage costs per unit of output
and foreign trade prices. In spite of this, competition from
imports does not present such a severe problem. Moreover, foreign
competition is favourably offset by the high quality of Swiss
products;

- The home market orientation of the branch and the high labour
qualification requirements make a strategy of further qualita-
tive specialization more probable than an active redeployment
strategy.

G. Wood and Cork

Wood and cork is the only branch to have sucoceeded in achieving an above-

average level of productivity and a below-average rise in wage costs per unit

l/ The studies by Kneschaurek and the Centre for Economic Research, Zurich,
yielded similar findings. See Appendix to Part III.

g/ U. Birchler and H. Wirgler, Die Konjunkturentwicklung wichtiger Auslands-
mirkte und die Reaktionen ausgewihlter Branchen der Exportwi rtschaft,
WIF/ETH, Monatsbericht No. 2, 1978.
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of output by severely reducing its labour force. This has occurred despite
the fact that total output is below average. Wood and cork is one of the
branches which over the last ten years have undergone severe rationalization,
restructuring and specialization. In turn, this may indicate further growth

in capital intensity, though most likely not in all sub-branches.

An examination of the ''qualifications" perspective (wage level and
proportion of foreign workers) yields a contradictory picture. The wage
level remains below average and so too does the total proportion of foreign
workers. The Centre for Economic Research, Zurich, found that there is a
below-average level of labour qualifications; however, if we take into
account Kneschaurek’s findirgs, it appears that the proportion of highly
qualified staff personnel in the branch i: indeed small, but that the pro-
fessional qualifications of the workers are high.l 50 we are inclined to
infer at least average qualitative requirements for the labour force, and

thus attribute the low level of wages to the severe reduction in employment.

The analysis of the "price-cost-trade" indicators reveals that the wood
and cork inlustry has been able to maintain its real balance of trade as a
percentage of the gross value of production, while the development of foreign
trade prices has almost compensated for the rise in wage costs per unit of
output. The cost pressure exercised by competition from imports, iherefore,
does not appear to be too severe. Our analysis finds indirect confirmation
in Hollenstein's investigation.g/ As a proportion of the total wood imports
to Switzerland, imports from low-wage countries have declined. This is
especially true for the sub—group of wood products, while the proportions of
toys, wood furniture, as well as basket and cork goods have risen. The pro-
portion in the sub-branch wood preparation is stagnating. In all these areas
the low-wage countries have maintained a share of Swiss imports that lies

above the industrial average.

The following hypotheses seem appropriate:

- Derelopments inside Switzerland and in foreign trade show that,
caught up in a process of contraction and specialization, the
wood and cork industry is disposing of sub-branches in which
import competition has already been exercizing pressure for
some time (i.e., sub-branches in which the portion of imports

from low-wage countries lie above the industrial average).

See Appendix to Part ITIT.
See Appendix to Part TII.

e &
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Productivity figures and the real balance of trade demon—
strate that this has been relatively successful;

- The areas in which the low-wage countries are strong in
imports may in principle present possibility and pressures
for redeployment. However, the home market orientation of
the wood and cork industry ‘loes not indicate an especially

strong tendency in this direction.1

H. Food, Beverages and Tobacco

It is hard to assess the food, beverages and tobacco industry because
its foreign trade is strongly regulated both directly and indirectly (raw
materials for food products) by the Government. An examination of the ""demand"
indicators reveals that this branch does not reach the industrial mean. Pro-
duction and productivity are below average, employment and wage costs per unit
of output above average. However, the deviation from the mean is relatively
small, and production has recovered well from the recession (though not least
as a consequence of a certain import protection and the fact that the branch

is strongly consumption-related).

The wage level indicates a below-average level of qualifications require-
ments, while the proportion of foreign workers lies a little under the average.
Kneschaurek and the Centre for Economic Research, Zurich, found qualifications
requirements are average to below average -y The capital intensity of the
branch is, as a whole, above average. Here the study by the Centre for
Economic Research, Zurich, permits some interesting disaggregation:}/

- The production of meat, grain products, and cocoa/chocolate/

sugar goods is less capital intensive;
- The production of tinned foods, milk products, oils, fats and

animal feed involves capital-intensive production processes.

The "price—cost-trade" indicators show that this branch has been able to
increase its real balance of trade as a percentage of gross value of produc-
tion. We cannot ascertain, however, to what extent protectionism is responsible

for this increase. Nevertheless, the extraordinary rises in import prices in

y Industrial Redeployment Tendencies and Opportunities in Switzerland,
UNIDO Working Paper on Structural Changes No. T, May 1979.

_2/ Kneschaurek and the Centre for Economic Research, Zurich.

;5/ The Centre for Economic Research, Zurich, Konjunktur, Analysen und
Prognosen, Monatsbericnte des Institutes flir Wirtschaftsforachung,
ETHZ, various editions.
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comparison to export prices is an indication of a price protection against
the onslaught of foreign competition on the home market. Conversely, the
depressed export prices indicate a strong cost pressure and a competitive

price struggle in other countr-ies.1

- The proportion of Swiss exports on the import markets in the
fifteen OECD countries has increased in the areas of "miscel-
laneous foodstuffs" (predominantly capital intensive) and
decreased in foodstuffs for daily needs and in chocolate

(predominantly less capital intensive).

- The low-wage countries! import share of foodstuffs is —
despite fluctuations - increasing as a whole. This is true
mainly for the sub-branches of meat, tinned foods, non-
alooholic drinks, and cigars. The sub-branches of diverse

foodstuffs, animal feed and wine show declining shares.

The Maillat Study IIIy shows that the most important motives cited for
redeployment of industrial production were high production costs and shortage
of labour in Switzerland. These motives were followed by the desire to open
new markets. This statement indicates a phenomenon especially pronounced in
Switzerland: industries with low wage levels often complain of the labour
shortage, i.e. a shortage of cheap labour. To the extent that this also
applies to certain capital intensive forms of production, redeployment of
capital-intensiw/lowwage production processes can be expected.

The conclusions, which can be deduced in the form of hypotheses, are as
follows:

- Above all, the less capital intensive products of the food
industry are suitable for industrial redepl oyment, though some
capital-intensive products are also sui table;

- The minor involvement in other countries permits one to suspect
a below-average interest in redeployment.y Nevertheless, it is
worth noting that the Nestlé’s company has already been heavily
producing and selling in other countries for a long time;

y Hollenstein and Birchler confirm, at least partially, our analysis.

2/ P. Maillat, Transfert d'emplois vers les pays qui di sposent d'un surplus
de main d'oeuvre comme alternative aux migrations internationales - le cas
de la Suisse, International Labour Organization, Geneva, 1977 (especially
Volume ITI which contains the results of a questionnaire).

;s/ cf. Industrial Redeployment Tendencies and Opportunities in Switzerland,
UNIDO Working Paper on Structural Changes No. 7, May 1979.
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- Birchler's and Hollenstein's studies show that apart from
industrial redeployment, specialization remains a thoroughly
possible and sensible strategy.i/ This is all the more true
since the production of non-specialized foodstuffs takes
place in most countries. This fact is also one of the most

important reasons for not redeploying prodnction.2

I. The Watch Industry

The two studies of the watch industryé/ which have appeared recently
discuss at length the problems of this branch. These include:

~ Difficulties of adjustment to new technological development;

Production on too small a scale and inadequate marketing;

- A dispersed horizontal and vertical branch structure;

Loss of markets for components and sharp competition from

assembly plants in low-wage countries.

These problems manifest themselves especially in the low and medium

price range, whereas the producers of luxury watches have been less a‘fected.

By and large, analysis of the indicators confirms the picture already
presented. Below average production and productivity go hand in hand with a
sharp decline in employment. That the development in wage costs per unit of
output corresponds to the industrial average can only be explained by an
acceptance of low wages in the face of the ever-growing threats of unemploy-
ment which predominate in the branch (cf. Tables 4%, 5% and 5a* in the Appendix
to Part IV). The wage level is, therefore, not exclusively an expression of
low qualifications requirements, but primarily a consequence of out-dated
qualifications and of the difficulties of the branch.

1/ U. Birchler and H. Wirgler, Die Kenjunkturentwicklung wichtiger Auslands-
mirkte und die Reaktionren ausgewdihlter Branchen der Exportwirtschaft,
NIF/ETH, Monatsbericht No. 2, 1978; and H. Hollenstein, Die schweizerischen
Importe von Industrieerzeugnissen aus Niedriglohnlindern und ihre Aus-
wirkungen auf die Struktur des industriellen Sektors der Schweiz, WIF/ETH
Monatsbericht No. 8, 1977.

A3

Industrial Redeployment Tendencies and Opportunities in Switzerland,
UNIDO Working Paper on Structural Changes No. T, May 1979.

;/ W. Hill, Die Wettbewerbsstellung der schweigerischen Uhrenindustrie
(confidential), Basel, 1977; and Pédération Horlogdre Suisse (special
working team), Die schweizerische Uhrenindustrie in der Sicht der
nichsten zehn Jahre, 1976.




Even if the relation of wage costs per unit of output to foreign trade
prices indicates that the increase in costs could be more than compensated
for by a rise in prices, the development of the real balance of trade shows
that the price competition in foreign markets has increased considerably as
a result of the diminishing technological advantages that Swiss watches
offer. Other investigations reveal a sharp decline in the market share of
Swiss watches on the import markets of the fifteen OECD couniries and sub-
stantial growth in the proportion of imports into Switzerland from the low-

wage countries (finished clocks and watches, parts and movements).

From what has been said and from the two watch industry studies, the
following consequences for the redeployment of industrial production emerge:
- The relocation of the Swiss watch industry into othe: ' «ntries
is not particularly in the foreground;
Instead, there is a restructuring (vertical and horiz™.al
concentration) and a tightening of the range of products
produced. Additionally, big efforts are being made in
research and development to fill the ex sting technological
&ap;
- Although our analysis suggests a redeployment of production
in the area of traditional watch technology (the continued
export of components to low-wage countries points in this
direction), it is precisely the small-scale organization of
the branch which seems to impede an intensified application
of such a strategy. The few large integrated producers form,

however, an exception.

J. Non-metallic Mineral Products except Petroleum and Coal

The branch was heavily affected by the collapse of the construction
sector during the recession. This becomes very clear from a comparison of
the average values of demand indicators for 1968-1977 with those for 1975~

1977. (See production, employment, productivity and wage costs per unit of

output figures in the Summary Table.)

The estimation of qualifications requirements of the labour force by
means of the wage 1lc- 21 and the proportion of foreign workers is difficult
because the branch is characterized by the past boom and ever since the Second
World War a traditionally above-average proportion of foreign workers and 1ow
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qualifications requirements.l/ On the other hand, apart from the areas

of industrial and construction ceramics, capital intensity is above average.

The "price-cost-trade" indicators reveal that the real balance of
trade as a percentage of the gross value of production has deteriorated. At
the same time foreign trade prices (also in comparison to the wage costs per
unit of output) reveal considerable cost pressures and competition from
imports.g/ Imports from low-wage countries as a proportion of Swiss imports

have markedly increased, mainly in the areas of glass products and ceramics.

The following hypothesis about redeployment seems appropriate:

- In spite of cost pressures, there seems to be little redeployment
out of cost considerations. Since most of the branch's products
have a very low value-weight ratio, the cost pressure may be
better explained as a result of excess capacity inside Switzerland
(even in the medium-run) rather than as a result of fierce import
competition. Concern for access to markets, on the other hand,
may induce redeployment. Glass products and ceramics (as other
internationally tradable goods with similar characteristics)
continue to be exceptions. However, their importance in the

branch is small.

K. Textiles and Wearing Apparel

Both branches have been involved for a long time in a process of restruc-
turing. Massive reduction in employment has allowed the maintenance of average
productivity in spite of a level of production that lies far below average.
However, the wage costs per unit of output remain above the mean. This is to
be explained in the case of the textile industry by the above-average rise in
wage rates due to shortage of cheap labour. Nevertheless, wages still lie
below the mean (cf. Table 4# in the Appendix to Part IV). In the case of
wearing apparel, the growth in wage rates is average, reflecting a proportion
of foreign workers of over 60 per cent.

The wage level and the proportion of foreign workers allow us to infer
low worker qualifications. Apart from food and wood, the wage level is by
the lowest. The proportion of foreign workers is extraordinarily high and the

1/ Kneschaurek and the Centre for Economic Research, Zurich.
2/ Cf. Hollenstein.
)/ Cf. Kneschaurek, Centre for Economic Research, Zurich.
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proportion of resident foreign workers far beneath the average. In addition,
both branches are still low in capital intensity, despite the sharply diver-
gent development of production and employment which indicates a rise in capital

intensity (cf. Tables 1* and 2* in the Appendix to Part V).

Real balance of tra'e as a percentage of gross value of production shows
a sharp deterioration in both branches. Foreign trade prices were not able
to provide either branch with any compensation. The cost pressure, as it is
expressed in the relation of wage costs per unit of output to foreign trade
prices, is correspondingly high. This leads one to suspect that the competi-
tive position of both wearing apparel and textiles can only be maintained in
a few high-quality specialities (i.e. fashion). In the field of mass coods,
Swiss products are facing brutal price competition; indicators show that

room for manceuvre is getting smaller.

An examination of the market proportion of the Swiss export industry in
the import markets of the fifteen OECD countries shows that both branches are
indeed being affected by stiff competition. Synthetic fabrics are the only
exception. Most sub-branches reveal an above-average share of imports from
low-wage countries (textiles and wearing apparel in totalj in wearing apparel,
all sub-branches; in textiles all sub-branches with the exception of embroi-
dery and special fabrics). The sub-branches of synthetic fabrics and woven
and knitted fabrics reveal a below-average, but heavily increasing share, of
imports from low-wage countries. Cost considerations (high wage costs, labour
shortage (!), i.e. shortage of cheap labour), take precedence over access to
markets as the most important motive for the redeployment of production .l/

The following may serve as viable hypotheses:

- Practically all lines of production in both branches are suited
to redeployment in so far as it is not a question of special-
quality products. Cost pressures and price competition are
magsive;

- Changes in the volume produced in Switzerland suggest that re-
deployment has been occurring for a long time, perhaps disguised
as passive redeployment. Given the potential of low-wage countries
in textiles and wearing apparel, which strategy makes sense for
Swiss industry: specializing in high—quality, high-standing, expen-
sive and fashionable products, redeployment of production, or both?

1/ cCf. Maillat and Industrial Redeployment Tendencies and Opportunities in
Switzerland, UNIDO.
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- The financial situation of many, primarily smaller and medium-
sized, firms may, however, set limits to risky redeployment

strategies.

L. Paper and Paper Products

Output in the paper industry has not only suffered an extraordinary set-
back during the recession (this phenomenon can be seen worldwide), but already
before the recession the paper industry in Switzerland demonstrated only a
gradual expansion, an expansion very subject to fluctuations (see Tables 1w,
2#, T# in Appendix to Part IV). Despite an above-average decline in employ-
ment, the productivity of the branch is the lowest in Switzerland, while
wage costs per unit of output are the highest.

The wage level suggests high worker qualificati ons, but other studies
contradict this; moreover, whereas the table in IIT.2.2 indicates a below—
average capital intensity, the other studies draw the opposite conclusion.-l-/
One possible explanation for this may simply be the effects of dividing the
branch into cellulose (insignificant in Switzerland), paper and cardboard
production, and producers of other paper goods. The former are, in contrast
to the latter, capital intensive and demand lower qualifications from the

labour force.

Changes in the real balance of trade as a percentage of the gross value
of production are highly unfavourable to the entire branch. This is only
slightly compensated for by export prices rising above import prices. Cost
pressure (ratio between wage costs per unit of output and foreign trade prices)
remains very high. One investigationy shows low-wage countries acquiring a
strongly increasing share in Switzerland's paper imports.

The following conclusions seem tenable:

- From the point of view of cost pressures, redeployment of
production is a very real issue for the paper industry;

~ However, an examination of the large paper producers shows
that, apart from wage costs, the availability of raw materials
and energy resources are among the branch's most important lo-
cational concerns. (This is at least true for the areas of

cellulose, paper and cardboard.)

Kneschaurek and the Centre for Economic Research, Zurich.

R

Hollensteiny H., Die schweizerischen Importe von Industri eerzeugni ssen
aus Niedriglohnllindern und ihre Auswirkungen auf die Struktur des
industriellen Sektors der Schweiz, WIF/ETH Monatsbericht No. 8, 1977.
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- Worldwide over-capacities in the area of mass paper production
may force the Swiss industry into specializing in high-value

paper products.

M. Summarx

Apart from providing an abundance of additional items of informationm,
the detailed examination undertaken above has not contradicted our general
assessment ~f the competitive situation of Swiss manufacturing. Due to
expansion of volume and foreign trade, the three branches chemicals, rubber
and plasticc, and machinery may be taken definitely as having achieved, in
comparison to the development of manufacturing as a whole, the greatest
rise of competitive ability. On the basis of the information currently
available, we cannot say, however, which of the three is most competitive.
More precise investigations are needed to identify which individual indica-
tors are most significant for determining overall competitive ability. This
is likewise true for the branches of the second group (printing and publishing;
metals; food, beverages, tobacco), the third (watches; non-metallic mineral
products; paper and paper products) and finally the fourth group (textiles

and wearing apparel).
Which industry belongs to which group seems clear:
First groupt strong expansionary power and success in foreign
trade, favourable costs situation;

Second group: medium power of expansion of high—quality produc-
tion, success in foreign trade, a still "tolerable"
cost situation;

Third group:s little power of expansion, no success in foreign
trade, unfavourable cost situation, or left out
in the race for technological innovations;

Fourth group: extreme version of the third.
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v. REDEPLOYMANTY OF SIss TNDUSTRY To DFEVELOPING COUNTRIES

In this Part, we move from analyses of world trade and of Swiss
industrial branches to a direct discussion of active redeployment of Swiss
industry to the developing countries. By active redeployment we mean transfer of
production intothedeveloping countries by the Swiss firms themselves or at

least under their auspices.

General Overview of Capital Redeployment to the Developing Countries

Bickelg/ mentions that the resettlement of production by Swiss
industrial firms in other countries already occurred in the nineteenth
century: "The first direct investments in other countries were by the
textile industry, initially in Southern Germany, but also in other
neighbouring countries." Another example which he cites is the shoe
industry, in particular the Bally firm, which took the step "already in the
1870's of establiching several branches overseas, at first in South America'.
Bickel detects the motive for these early relocations of production in the
sales-orientation (tariff limits,etc.). Tn the case of the first Bally
branch founded in South America, however, it was a question of a relocation
for easier access to raw materials, i.e., the La Federal tannery in

Argentina,

Berwegeré/ confirms that the beginnings of Switzerland's "industrial
resettlement"” can be traced back before the First World War. He sees a

certain acceleration during the period between 1924 and 1930, in which

l/ In this report the term redeployment is used to indicate relocation of
production to any foreign country, not simply to developing countries, In this
sense the uge of the term does not conform exactly to the official UNIDO
definition. "Active" redeployment refers to firms that redeploy out of market
and/or cost considerations. "Passive" redeployment refers to firms that are
forced out of the market by import competition, without being able to compensate
by active redeployment.

2/ W. Bickel. Die Volkswirtschaft der Schweiz. Aarau/Frankfurt a. M.,
1973.
G. Berweger. Investition und Legitimation. Privatinvestitionen

in Entwicklungslindern als Teil der schweizerischen Legitimationsproblematik.
Diss. St. Gallen, 1977.
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some of today's developing countries also participated. In 1921, Nestlé
began activity in what today is known as a developing country with the
production of condense! milk in Brazil.y Fifty-seven years later Nestlé
has the greatest amount of production of all Swiss firms in the developing

countries.

For the Swiss economy as a whole, statistics on direct private invest-

ments to the developing countries, including those in Europe, begin in 1949.

Table V.1 Development of the stock of Swiss direct private investments
in the developing countries, including those in Europe (1949-1976)

Year Amount in millions of Swiss francs

1949 550

1955 1,074

1958 1,445

1962 2,100

1968 3,454

1971 3,840

1973 3,926

1974 4,029 (Total Swiss foreign invest-
ments approximately 51

1975 4,645 billion Swiss francs)

1976 4,933

Source: Division of Commerce of the Federal Ministry of Public Economy.
Up t0 1973: according to Berweger; 1974-1976: according to the
Society for the Promotion of Swiss Business and Industry.

The data collections of the Division of Commerce of the Swiss Federal
Ministry of Public Economy are based on the concept of developing countries in
the broader sense (described in Part II), but including, in addition, Spain,
Portugal, Greece and Turkey. The investment data include investments (Equity

and loan) in subsidiaries, as well as portfolio and other capital investments.
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In a cross—national comparison of the seventeen member countries of
the Development Assistance Committee of the OECD (DAC), Switzerland occupied
ninth place, at the end of 1975, in terms of the absolute amount of direct
private investments in the develnping countries witr 1.89 per cent of total
investment; but second place in terms of per capita (with $224) behind the
Netherlands ($238) and in front of the United States (%193) and the United
Ki ngdom (8154, or $189, if oil is included).

There are no statistical data and cross-national comparisons available
for the industrial sector alone, but according to the estimates cited by
Berweger, manufacturing's share of total Swiss investments in the developing
countries is far higher tran the share for the DAC countries as a whole; 75
per cent (according to Etienn&l-/) or 55 per cent (according to Strahrng/),
as oppofed to only 31 per cent for the DAC countries as a whole. Swiss manu-
facturing industry probably takes first place in an international comparison
of DAC countries for per capita investment in the developing countries even
ahead of the Netherlands,

From 1967 onwards, estimates are available for personnel in Swiss firms

of all sectors in the developing countries.

Table V.2 TIncrease of personnel of Swiss firms in the
developing countries, including Europe (1967-1977)

Year Personnel Percentage increase
1967 86,790

1971 100,700

1972 104,300 + 3.6

1973 112,300 + 7.7

1974 120,700 + 7.5

1975 126,073 + 4.5

1976 130, 266 + 3.3

1977 143,183 + 9.9

Sources: For 1967, Etienne, according to Berweger. For 1971 ff., Division
of Commerce of the Federal Ministry of Public Economy; up to 1976
according to Entwicklung-Développement.

y Berwegen, G., Investition und Legitimation, Privatinvestitionen {n Ent-

wicklungsllindern als Teil der schweizerischen Leg! timationsproblematik,
Diss., St. Gallen, 1977,

2/ Ibid.
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1976 provides a good base-line for figuring the personnel >f Swiss
industrial firms in the developing countries (including Furope). According
to a press statement, the member-firms of the Association of Swiss Industrial
Holding Companies (TIndustrie-Holding) employed 106,900 people in the
developing countries (including Burope). The total number of personnel
employed in subsidiary firms in other countries - both developed and
underdeveloped - was 441,000, Total personnel in Switzerland for member-
firms was 127,000, The method for calculating the number of employees
in the developing countries corresponds to that of the Division of Commerce
of the Federal Ministry of Public Economy. For those employed in the
developing countries by industrial firms which are not members of the
Industrial-holding group, we reckon an additional 7 to 10%. This reaults
in a cautious estimate of total personnel of Swiss industry in the
developing countries, including Furope, of about 113,000-117,000. For
the year 1976, this amounts to about a sixth of those employed in industry
in Switzerland (683,200), Furthermore, it amounts to a good fifth of the
estimated total number - 500,700 - of industrial employees in Swiss firms

abro ad.l

From a global point of view, the firms established in the developing
countries are a significant factor for Swiss industry. This significance
is, of course, still greater for the big leading concerns. For the member
firms of the Industrie-lolding, for example, the number of employees in
the developing countries constitute over 809 of those employed in Switzerland,

and at the same time constitute 24<) of the total number of employees overseas.

As the following table shows, direct private investment in the developing
countries for all economic sectors has, since the beginning of data

collection in 1949, been concentrated on Latin America.

1/ Cf. Working paper of K. Ulmi.
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Table V.3 Distribution of Switzerland's direct private
investments in the developing countries by continent

1949 1971 1976

Million Million Million
francs Per cent francs Per cent francs Per cent

Europe 105 19 584 15.2 999 20.3
Africa 55 10 3163 9.5 485 9.8
Latin America 285 52 2,448 63.7 2,873 58.3
Asia 105 19 445 11.6 575 11.6
Total 550 100 3,810 100.0 4,932 100.0

Total develo-

ping countries 445 81 3,256 84.8 3,933 19.7
outside Europe

Sources: For 1949, Berweger; for 1971/1976, Division .f Cummerce of the
Federal Ministry of Public Economy according to the Society for
the Promotion of Swiss Business and Industry.

Over the years Latin America has increased its share at the expense of Asia.
If we isolate the share of investments made in the developing cou:tries,
excluding Europe, Latin America's preiominance is still more pronounced:

almost three quarters (73 per cent) in 1976.

The percentages of net flows of indirect private investments to the
developing countries fr m 1972 to 1976 show considerable fluctuations.

Nevertheless, Latin America throughout maintained its leading posi tion.

Minimum ﬂﬁiiﬂﬂﬂ
Europe L.3% (1976) - 36.3% (1972)
Africa .30 (1975) - 21.7% (1976)
Latin America 44.3% (1972) - 68.26 (1975)
Asia 5.9% (1975) - 18.7% (1973)

1/ Entwicklung-Développement. Information iber Entwicklungspolitik.
Ed.: Delegierter des Bundesrates flir techni sche Zusammenarbeit.
EPD and Handelsabteilung EVD, Bern, various editions.
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Accordins to data for 1968,1/ Spain’s share of investments in the
Buropean lev~loping countries amounted to 84 per cent; Brazil's, Argentina's
and Ilexdcc's share of investme ts in Latin America amounted to 31 per cent,
20 per cent and 19 per cent, respectively; India's share of investments

in the developin,s countries of Asia was 33 per cert.

In accordance with expectations, the persoanel of Swiss firms of all

sectors in the developing countries arc also concentrated in Lati: America.

Table V.4 Distribution of personnel of Swiss firms in the
developing countries by continent

1967 1971 1976

Absolute Per cent Absolute Per cent Absolute Per cent

Europe 14,736 17.0 16,200 16.1 23,2139 17.8
Africa 7,461 8.6 7,900 7.8 12,259 9.4
Latin America 48, 369 557 55, 000 54.7 69,228 53.2
Asia 16,224 18.7 21,600 21.4 25,540 19.6
Total 86,790 100.0 100, 700 100.0 130, 266 100.0

Total develo-
ping countries 72,054 83.0 84,500 83.9 107,027 82.2
outside Europe

Sources: 1967, Etienne, according to Berweger; 1971/1976, Division of
Commerce of the Federal Ministry of Public Eco:omy, according to
Entwichlung-Développement .

Excluding Europe, Latin America's share of personnel amounts to almost
two-thirds (65 per cent) of personnel ir the developing countries. Asia,
however, has a far higher proportion of personnel compared to its proportion

of investment.

1/ G. Berweger. Investition und Legitimation. Privatinvestitionen in
Entwicklungsldndern als Teil der schweizeriscien Legitimati onspro-
blematik. Diss. St. Gallen, 19/7.




For estimating the industrial sector's share of the 107,000 personnel
in all developing countries outside Europe, the figures for the members
of the Industrie-Holding once again provide a base-line: members firms
have 90,000 employees in the developing countries outside Furope. Ve reckon
an addition of from 5-8% for the remaining firms. Tuis yields an estimate
for 1976 of 95,000 -~ 97,007 personnel employed by Swiss industry in the
developing countries outside Burope. This is almost a seventh of industrial

employees working inside Switzerland,

The numbers of those employed‘l/ in all economic sectors in individual
countries for the year 1967 show that in Europe, Spain led with a share
of 927, in Asia, India led with 567, and in Latin America, Brazil led with
43% - followed by Argentina with 217 and Mexico with 127", Brazil alone
accounted for 299 of those employed in developing countries outside Europe.
There is no comprehensive data available on the significance of the South-
east Asian low-cost/high efficiency countries for Switzerland's industrial
redeployment, But as a whole this group of countries has a relatively
slight significance: Singapore, Malaysia, Hong Kong, the Republic of
Korea and Other Asia together accounted for only 2% of those employed
in the developing countries outside E‘urope.2 The proportion employed
in the OPEC countries was only 3%. The proporiion of personnel in the
developing countries employed in the least developed countries is only
0.3 per cent - 57 employces in Bangla.desh.3

Within individual countries, the subsidiary firms of Swiss investors
are ooncentrated in the economically most developed centres and regions.y
For example, in 1971, over 90% of wage-earners employed by Swiss firms in

Brazil were working in the Sao Paulo, Rio de Janeiro, Brasilia triangle.

y G. Berweger. Investition wund Legitimation. Privatinvestitionen in
Entwicklungsléndern als Teil der schweizerischen Legitimationsproblematik.
Diss. St. Gallen 1977.

y Industrial Redeployment Tendencies and Opportunities in Switzerland,
UNIDO Working Papers on Structural Changes No. 7, May 1979.

3/ 1Ibid.
G. Berweger. Investition und Legitimation. Privatinvestitionen in
Entwioklungslidndern als Teil der schweizerischen Legitimationsproblematik.
Diss., St. Gallen 1977.
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A recently published monograph on Swiss industrial invesiment in Mexicol’/
confirms this aspect of regional concentration: 587 of employees and

677 of wage-costs of Swiss industrial firms fall to !lexico City and its
metropolitan region. A total of 68 of employees and 767 of wage costs
fall to the regions in the highest minimum wage bracket. Regions with
the lowest minimal wage group account tor only 117, of employees and 77, of
wage- costs. Nevertheless, 12 of the 28 production plants are in the least
industrialized planning zone III, This is partly due to availability of

raw materials, partly because of ecological considerations.

We have very approximately divided the 1976 employment figures for

Swiss industry in the developing countries outside Furope according to

bra.nches.2
Numbers Employed
in 1976 (approx.)
1. Food, beverages, tobacco 31,000
2. Metals and machinery 26,000

2a. lletals about 3,000
b, Machinery about 23,000

3. Chemicals 75,000

4. Textiles/Wearinz apparel 4,00M
4a. Shoes about 3,000
4b, Textiles and other wearing apparel
about 1,000

5. Non-metallic mineral products except

petroleum and coal 6,000

6. Watches, jewelry 1,000
7. Miscellaneous (wood/furniture, paper,

printing, plastics) 2,000

TOTAL 95,000

y Ch. Iffland and A. Galland. Les Investissements Industriels Suisses
au Mexique. Lausanne, 1978,

y For methodological details, please refer to the working paper of
K. Ulmi.




The branch classification is baged on the dominant activity of the
parent firm in Switzerland. (The figure given for the chemical industry
includes some personnel really working in the food line - scarcely
amounting to more than 1,000 people. The 3,000 employees listed under
"metals" include some employed in mining, but this figure cannnt be
determined more precisely. The 3,700 given under "shoes" refers t-» workers

in tanning and chemicals. )

The ratio of employees in the developing countries to the numbers
employed at home in the corresponding branches are: food, beverages and
tobacco - 597, chemicals - 407, non-metallic mineral products excluding
petroleum and coal (i.e. cement, ceramics) - 327, machinery - 10/, textiles
and wearing apparel - 5%, metals - 3% and watches - ™. For the remaining
industries (wood/furniture, paper, printing, plastics) taken as a whole,
the proportion amounts to perhaps 2%. If we compare the extent to redeployment
(both in abgolute terms and, more importantly, in relative terms) to the
results of the analysis of competitive capacity carried out in Part IV, we
arrive at the conclusion that the strongly competitive branches tend to
redeploy rather more production to the developing countries, but that the
relationship is not a strong one. On the basis of the examination carried
out in Part IV, this was not really to be expected. But is precisely the
branch-level aggregation which makes the analysie problematic. There are
firms successfully redeploying production to other countries which are
especially astrong in terms of competitive capacity, but which are operating
in competitively weak branches. Indeed, there are big firms which operate

a priori on a multinational basis and have a relatively small base at home.

Capital redeployment to the developing countries outside Europe is
very strongly concentrated among the big firms. From an estimated number
of 95,000 employees in developing countries, about 63,000 or 2/3 fall to
Switzerland's six largest (measured in terms of company turnover) industrial
firms. The biggest industrial frim, Nestlé, alone employs 30,000 people
or almost a third of the developing country total. This concentration
on the "biggest six" also hold true for the total number of employees in
Swigs firms outside Switzerland: 342,496 of a total of at least 500,000 are
employed by these six largest industrial firms. At the same time their share

of the Lome industrial employment is only 11% or 74,317 people.




Of the 21,764 employees in the developing countries outside Europe,
which was the figure given for a total of 20 firms, 19,865 or 94.3% fell
to 11 firms, all with a minimum of 1,050 employees at home. A further
1,064, or 5.1 were employed by 7 firms with more than 100 but less than
1,000 employees at home; and only 135 or 0.6 were employed by 2 firms

with less than 100 employees at home.1

In general smaller firms have been more likely - if at all to set up
branch operations in neighbouring countries or at least in industrialized

countries inside Europe,

It is clear from available information that the structural characteristics
of small and medium size firms engaged in capital redeployment scarcely
permit reduction to a simple, common denominator. For example, the
proportions of production carried out in all other countries, and of
production in the developing countries to that carried nut in Switzerland

range from merely supplementary to dominant.

There are no figures for the total number »f Swiss industrial firms
with experience in capital redeployment to the developing countries.
But the UNIDO redeployment survey provides us with the following
data: of the 197 firms which responded to the survey questicnnaire, 34 had
experience in the developing countries outside Europe, 6 of these - 13
of the responding firms - were unambiguously engaged 1n capital redeployment.
However, tle basic sample of 500 firms covered by the redeployment survey—/
showed a significant above-average company size: there were about 380
home employees per firm included in the sample, as opposed to 85 in the

3y

industrial cross—section. The firms which responded showed an average
of about 900 employees in Switzerland. We can also assume that firms
which responded are more interested in the redeployment issue than the
non-respondents, whatever firm size. Of the total of

8,090 Swiss industrial frims, no more than 1.%2" have experience in
capital redeployment to the developing countries outside Europe, in other

words between 120 and 150 firms.

l/ Industrial Redeployment Tendencies and Npportunities in Switzerland,
UNIDO Working Papers on Structural Changes No. 7, May 1979.

2/ Ibid,

3/ ESTA, unpublished tabulations for 1976.
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The only systematic evaluation of reasons given by firms for past
capital redeployment is that by Maillat.-lj The following reasons were
mentioned by those firms which have set up branches in countries of the

third world or in the mother countries of Swiss immigrant labourers:

Main Reason Percentage
Sales: 479
of which "new markets" 297
of which "tariff limitations" 18%

Labour market (in the widest sense) 53%
of which "availability" 25%
of which "lower wage-level" 14%

of which "production costs
in Switzerland
too high" 147

"Production costs in Switzerland too high" is subsumed under "labour
market" because in the majority of cases the wage bill was the most important
factor. But exceptions are important. In the case of the food industry,
"production costs in Switzerland too high" was given as the main reason
for redeployment more often than for any other industry (337). In view
of the above-average capital intensity of this industry (see Part III),
there may well be grounds apart from wage-costs (transport costs for raw

materials, for example) that play a role.

The sales motive is especially pronounced in the chemical industry
(83%), labour market orientation for textiles and wearing apparel (837) and
the watch industry (82%). Maillat views the result for the watch industry
as surprising, since he hypothesized that sales orientation would be at
least equally important. The slight orientation of the chemical industry
to the labour market is explained by the capital intensity of this industry,
by its competitive ability on the Swiss labour market, and by its heavy

use workers who commute daily from France and Germany.

To a far greater extent than the non-multinational firms (70% labour

market oriented), multinational firms mention sales orientation(72%).

1/ P. Maillat. Transfert d'emplois vers les pays qui disposent d'un
surplus de main d'oeuvre comme alternative aux migratisns internationales.
Le cas de la Suisse. ILO Geneva, 1977 (espeoially volume III which contains
the results of a questionnaire).
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The analysis of capital redeployment by branches does not give us any
information about which products and production-processes are invnlved in
these redeployment activities. There are no sources at our disposal other
than business reports and publications of the firms. The Appendix to Part V
contains the evaluation of two special publications from Nestlé and
Ciba-Geigy, as well as of the 1976 business reports of the ten largest
Swiss industrial frims plus Schindler, Bally, Hermes-Precisa, and Sibra.
Taken together, these firms have about 4/5 of the 95,000 employees of

Swiss industry in developing countries outside Europe. From this evaluation,
the followin;r conclusions can be drawn:

About 45,000 people are employed in developing countries because of
natural location factors (raw materials/transport costs) of the product:
food, beverages, tobacco - 31,000; metals - 3,000; shoes (tanning) - 3,000;
non-metallic mineral products - 6,000 and some in chemicals and machinery.
On the other hand about 50,000 jobs have been redeployed because of sales-
orientation, the labour market situation, and the high rate of exchange

of the Swiss franc.

In firm documents available only isolated bite of information
are given about the export of products produced in developing country
locations. In the case of Nestlé, the export portion of the value of
production for the developing countries as a whole amounted to only 5%
in 1974 (and 18% of the "external expenses” = imports plus dividends,
interest, licenses). As a rule what is involved are exports to surrounding
developing countries. The most important exception is instant coffee from
the Ivory Coast. The isolated indications for other firms also suggest
export to the surrounding developing countries and little re-export to
the mother country or to countries which were originally sales markets for

home production.

Although the available information is rather inadequate, apart from
the case of Nestlé and, therefore, of the food industry one could venture
the following estimate of the number of jobs redeployed on the basis of

exports to the developed countries:




/

Approx.
Food, beverages, tobacco 1,000
Metals 1,000
Machinery 1,000
Chemicals 1,000
Textiles/wearing apparel 4,000
Watches/ jewelry 1,000

9,000

Overall, this corresponds to about 1/10 of Swiss industry's employees in

developing countries outside Furope.

About 67,000 or a good two-thirds of employees in developing countries
outside Furope work in branohes which are classified in Switzerland as

capital intensive:

Approx.

Food, beverages, tobaoco 31,000
Metals (partly mining), assumption

2/3 of total 2,000

Chemicals 25,000

Tanning ("parent" industry: shoes) 3,000
Non-metallic mineral products etc.

petroleum and coal 6,000

Branches which are labour-intensive and at the same time require relatively
low labour force qualifications - textiles/wearing apparel and the watch
industry - employ a total of about 2,000.

About 24,000, or a quarter, work in branches which in Switzerland
are labour-intensive, but at the same time require a relatively high
proportion of qualified labour, namely:

Machinery 23,000
Metals assumption: 1/3 of total 1,000

The low number of employees in "labour intensive/low skill" industries
in the developing countries and likewise the (relatively) high proportion
of "labour intensive/high skill" industries, are significant indioators
of inter-branch structural differences and of differences in the resulting
potential for internationalized organization of production. (We remind the
reader, however, that the above estimates are made without information on
the oapital or labour intensity of production processes in the developing

countries themselves.



The documents available do not allow any comprehensive statements
to be made about the adaptation of production techniques t» circumstances
in the developing countries, Nevertheless, the Maillat ntudyl/ contains
several interesting hints. 917 of the firms which have invested in third
world countries or in the mother countries of immigrant workers have .
adapted their production techniques to the conditions of the labour
market (i.e., surplus of labour, lower wages); 6% have given up
automation of particular phases of production; 295 have modified the
production techniques extensively. Only 6% of the firms have reacted to
the lack of qualified labour by applying a production technique which
requires less qualified labour; 34% have trained their labour force in
the new location and 60% have trained part of them in Switzerland (but a

good half of these are Swiss citizens).

The redeployment survey done by UNIDOB/ asked firms with redeployment
experience about "major obstacles/constraints encountered in redeployment
projects". Several sorts of obstacles were mentioned: 5}% of the
responding firms quoted "cugtoms/import restriction", 44% "political
instability". '"Restrictions to profit transfers" and "administration/
bureaucracy”, each of which was mentioned by more than a third (42%) of
the respondents, are in part reptitions of the response "state intervention".
These findings indicate that, in addition to the low qualifications of the

labour force, political factors are of greatest concern.

Small and medium-sized firms (up to 1,000 employees in Switzerland)
were more severely affected by "low labour qualifications" than the big
firms (59% as opposed to 42%)' and also by the "suitability of local
partners" (41% as opposed to 16%). On the other hand it appears that for
the small and medium sized firms "political" factors create fewer
difficulties than for large firms.

l/ P. Maillat. Transfert d'emplois vers les pays qui disposent d'un
surplus de main d’oeuvre comme alternative aux migrations internationales.
Le cas de la Suisse., ILO Geneva, 1977 (especially volume III which contains
the results of a questionnaire).

g/ Industrial Redeployment Tendencies and Opportunities in Switzerland,
UNIDO Working Papers on Structural Changes No. 7, May 1979.




The Maillat studyl/ confirme that the lack of qualified labour power
is an important factor: 35% of the firme with production centers in
countries of the third world or in the mother countries of immigrant
labourers found "qualified labour in quite insufficient supply" and a
further 28% only "partly covered their need for qualified labour."

Only 37% found "qualified labour in sufficient supply”.

Other Forms of Redeployment

In addition tg, or as an alternative to, the relocation of production
through capital redeployment, other forms of technological transfers

occur:

-licensing and patent agreements

-~know-how and technical information agreements
-consulting, management and training agreements
~sub~contracting

~turn-key sales (complete plant) and equipment sales.

Only very sparse information is available on the extent
of these other forms of technological transfers to the developing countries.
Moreover, we have no answer to the questions: Do such technological
transfers represent relocation of productive resources or are they creations

of additional capacity?

Licensing and Patent Agreements

It is not poseible to do a statistical break-down either according
to individual types of services or according to country. Nevertheless,
Berwege g mentions that the total Swiss lioence and patent receipts for
1957 may have amounted to around 300 million francs, for 1967 to around
600 million francs and for 1973 to over 1 billion. Finally, he cites
Qerster'’s estimate, according to which the contribution of the developing
countries to these receipts was at least 200 million francse, or about
20% of the total.

l/ P. Maillat. Transfert d'emplois vers les pays qui disposent d'un
surplus de main d'oeuvre comme altermative aux migrations internationales.
Le cas de la Suisee. ILO Geneva, 1977 (especially volume III which oontains
the results of a questionnaire).

g/ G. Berweger. Investition und Legitimation. Privatinvestitionen in
Entwicklungléndern als Teil der schweizerischen Legitimationsproblematik.
Diss. St. Gallen 1977.




The redeployment survey by UNIDOl/ shows that out of 34 firms which
gave information about their production experience in the developing
countries outside Furope, three mentioned licence fabrication exclusively.
Of these three, one was a big machinery firm and two were small/medium-

sized firms producing armatures and household equipment.

Over the last few years, this form of technological transfer may
have increased more rapidly than capital redeployment. But its significance
in terms of employment in the developing countries (and for the Swiss
revenue balance) has not, by any means, caught up with that of capital

redeployment.

Know-How Agreements, Consulting, etc.

It seems that a strong increase {analogous to what has occurred with
licences and patents) is taking place, but a detailed clarification of
the extent and the specifics of these developments would only be possible

if one had access to intra-firm case-studies.

International Sub—Contractig

Presumably, the predominant portion of intermational sub-contracting
by ‘wiss industry is recorded in Switzerland's foreign trade statistics as
"special trade"” and is, thereby, included in the imports from the low-wage
countries already analysed elsewhere. Unfortunately, the category of
"sub-contracting” is not given separately. For this reason one cannot dis-
tinguish precisely whether or not sub-contracting in the real sense is occurring
or if it is a question of ordinary importing of parts and intermediate
products. From the standpoint of employment in Switzerland, this

differentiation is not very important, however.

The so-called improvement processing (production sharing) gcods,
goods which are sent from one country to another and back again, is
catcgorized separately in Switzerland's foreign trade statistics. 1In
the context of redeployment the outward imporvement processing carried

out in execution of a contract i.e., goods produced in Switzerland,

l/ Industrial Redeployment Tendencies and Opportunities in Switzerland,
UNIDO Working Papers on Structural Changes No. 7, May 1979.
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which undergo additional improvement in other countries ig of special
interest. Swiss net expenditures for this in 1977 amounted to only

57.5 million francs (with an import value of 148.8 million francs and an
export value of 91.3 million francs).l The import value thereby reached
a mere 0.3% of the total imports to Switzerland, The low-wage countries
play an important role in wearing apparel and shoes, accounting for a
total of 32.2 million francs of the import value, the Fastern Furcopean
countries (Yugoslavia, Poland, Hungary) as well as Spain being the most
significant. The ghare maintained by the developing countries outside
Europe is under 17,

Since 1974, the improvement processing under contract has declined.
However, there is no simple conclusion to be drawn for the overall
significance of subcontracting from this de elopment, since sther types
of subcontracting may play a greater role. The Maillat studyg/ shows
that the first priority reaction (for 14 of Swiss firms) to a shortage
of labour ingide Switzerland is subcontracting to other countries (metales
9%, textiles and wearing apparel 2%, machinery 187, watches 89, food |

and chemicals none).

Turn-Key and Bguipment-Sales

Turn-key sales do not form a separate category of the revenue balance
but must be estimated from other categories, namely, equipment-sa'es
(which are dealt with in the foreign trade statistics), engineering
consultation and the like. As far as we know, no such estimates exist.
But there is no doubt that "equipment sales" are very significant.
Equipment sales have been a widespread form of technological transfers
for a long time. They are an important concomitant of both active and
passive redeployment., As far as employment in Switzerland is concerned,

the investment goods sector inside Switzerland is the beneficiary.

In order to determine the net effects on employment at home, it would
be necessary to analyse the equipment trade with developing countries,

This, however, goes beyond the framework of the present investigation.

l/ Federal Customs Directorate, Foreign trade statistics.

g/ P. Maillat. Transfert d'emplnie vers les pays qui disposent d'un
surplus de main d'oeuvre comme alternative aux migrations internationales.
Le cas de la Suisse. ILO Geneva 1977 (especially volume TII which contains
the results of a questionnaire).
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The Export of Intermediate Products as a Variation on Redeployment

The export of parts and other intermediate products for processing
in other countries presents a variation of redeployment which may occur
in conjunction with capital redeployment, licensing, subcontracting,
etc., or as an independent phenomenon. The watch industry is the most

important example.

In 1977, watch movements and parts together accounted for 247 of
the total export ~f Switzerland's watch industry (8108 million of 3,379
million Swiss france). Since 1968 (when it was "17), the percentage
lies only slightly above the 1963 level of °37. However, while the
proportion of watch movements declined since 1968 from 14% to 119, the
proportion of parts rose from 6.5” to 13%. The developing countrier
(outside Europe) purchase of Swiss watch movements amounted to more than
half of the Swiss export of watch movements in 1977, 537, (of 381 million
Swiss francs). In 1968, it was only 25% (of 334 million Swiss francs).
About 2/3 of the developing countries’ share goes to Hong Kong. As one
would expect, the share of exports of parts to the developing countries
outside Furope is, in comparison, much lower, but even so, strongly
on the rise. According to the tariff category 9111.60, "Individual parts,
others", for example, the developing ‘ountries' share amounted in 1977
to 26% (of 161 million Swiss france) and in 1968 to 14% (of 74 million
Swiss francs).l

Plans and Perspectives of the Firms

This section is based on the redeployment survey done by UNIDO in
19763/ For purposes of comparison we have also drawn on the Maillat study.é/
Our analysis resits on the number of responding firmg; the firms are
classified according to size of enterprise. On the bagis of the survey

data, it is not possible to make anything more than preliminary assertions

1/ Federal Customs Directorate, Foreign trade statistics.

2/ Industrial Redeployment Tendencies and Opportunities in Switzerland,
UNIDO Working Papers on Structural Changes No. 7, May 1979.

3/ P. Maillat. Transfert d'emplois vers les pays qui disposent d'un
surplus de main d'oeuvre comme alternative aux migrations internationales.
Le cas de la Suisse, ILO Geneva 1977 (espeoially volume III which contains
the results of a questionnaire).




about the future development of Switzerland's direct investments or of

the quantity of personnel employed in developing countries. Only a
complete collection of data on the relevant firms or possibly a series

of detailed case studies of representative firms would take us further.

35% of the responding firms answered "yes" to the question: "Do
you ccentemplate in the middle- or long-term transferring part of your
production to the developing countries (= outside Furope)?" 26% of
small and medium-sized firms (with less than 1,000 employees in Switzerland)
gave the answer "yes"; among the big firms this figure was 55/. 187 of the
firme are already producing in the developing countries cutside Furope
(including purely licensed production). This is the case for 97, >f the

small and medium-sized firms, and for 397 of the big firms.

Taking  the positive response to the question simply as a measure
of interest in redeployment, me may infer a "level of interest" in
industry as a whole. Taking into account the above average size of firms
inour sample,it was assumed that the proportion of inte:ested firms in
industry as a whole is about 2?07, To what extent the result of this
interest will in fact be active redeployment or to what extent this
interest only registers a late stage in passive redeployment is another

matter altogether, and could only be dealt with by long-term studies.

The following differences in the level of interest exist among the
individual branches: the greatest interest (467 of the responding firms)
is shown by the "precision instruments industry" (including among others
the watch industry); the least interest is shown by the food, beverages
and tobacco industry (with 21%). The remaining branches correspond

approximately to the industrial average of 35%.

If we compare the level of interest with the level of experience,
and use it to form an "interest ot experience ratio", we find the following
significant deviations from the overall average relation of 2.0. The
textile and wearing apparel industries show a ratio of 6.0 and the food,

beverages and tobacco industry shows ratio of 1.0, the chemical industry

a ratio of 0.9. This can be interpreted as follows: in textiles and wearing




apparel the issue of redeployment has become acute relatively suddenly.
In the food, beverages and tobacco industry, the situation has changed
less drastically (however, redeployment here rests primarily on what
Nestlé does); the chemical industry has already had a great deal -f
experience with productisn in the develnping countries. (As mentioined
above, the watches industry was included under precision instrumentsg

and not examined separately.)

In order to find out about the types of redeployment which were of
most interest, the redeployment survey made further inquiries of firms
which were interested in redeployment to the developinrg countries. The
findings for each firm were written down in so-called "Opportunity
Identification Sheets" (late autumn, 1976). Since the information about
individual firms is confidential,‘the information has been structured
according to branches in Table V.5. A further differentation is made
in the table: whether redeployment is being contemplated within the
next two years or not until later. (In interpreting this table, it
should be taken into account that more than one type of redeployment

could be given in response to the questions.)

First, let us examine the strategies of redeployment in the narrower
sense - capital redeployment, subcontracting, licensing. For industry
taken as a whole, the predominance of licensing (mentioned by 43% of the
firms) over capital redeployment (287) is unambiguous. Subcontracting
comes into play only in the watch industry and in textiles and wearing
apparel. Capital redeployment takes priority in the chemical industry.

A total of 43 firms (57%) mentioned one or more of these three specific
types of redeployment; 21 firms, or barely the half of these, are
contemplating capital redeployment, 16 of which mention capital
redeployment in conjunction with licensing and/or subcontracting. (This

could be either a complementary or an alternative strategy, or both.)

Transfers of technology without explicit connexion to licensed
production are more or less mentioned with equal frequency by the

individual branches, whereas management training is concentrated on

metals and machinery.
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For small firms (with less than 100 employees) licensing is in the
forefront - 4 out of 7 firms are considering this type of redeployment,
but only one is planning this in combination with capital redeployment.
Of 44 firms with between 100 and 1,000 employees, however, 9 were
considering capital redeployment, and of the 25 firms with 1,000 or
more employees, a total of 11.

Of the firms contemplating capital redeployment in the future -
21 in all - 11 already have had experience. Hence, ten of the 2?1 firms
(7 in machinery and 1 in the watch industry) are "novices". (A total
of 60 firms without experience in capital redeployment were questioned.)
Even if only a part of these prospective novices reach the stage of
putting their plans into effect, this means that there will be further
growth of capital redeployment to the developing countries. Whereas
in the past 26% of firms reacted to labour shortage primarily through
production in other countries, production in other countries is
designated as the top priority for future policy by 31%. However, the
gshare of third world countries in total production overseas may not

increase notably, at least in the near future.

In the answers, questions about the 3-10 countries favoured for
future redeployment to the developing countries, the traditional
favorite - Brazil - was reconfirmed; 584 of the firms interested in
redeployment mentioned this country. On the other hand, Asiatic and
African countries, in particular the OPEC countries, were mentioned
more frequently than was to be expected, given the present distribution
of redeployed plants. The Southeast Asian "low-cost/high efficiency"
countries of Singapore, Malaysia, Taiwan and South Korea received
relatively scarce mention, leagt developed countries practically none.l/
Market oconsiderations and political stability seemed to play the most

important role in the choice of countries.

The redeployment survey asked firms to give their reasons for
responding positively or negatively to questions about redeployment plans.
Differences according to size of firms and acocording to branches emerged.

l/ See Ulmi, Working Paper.
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"Easier access to market(s)" was mentioned by 69% of firms interested
in future redeployment -~ by 83% of the small and medium sized firms

but only by 52% of the large firms; by 83% of the chemical firms; but
by only 50% from the textile and wearing apparel industry. 42% gave
"lower labour costs in developing countries" as a reason, while this
figure for textiles and wearing apparel was 83%. Only 137% mentioned
"shortage of labour in Switzerland", but 50% of the textile and wearing
apparel firms did so. The reasons for future redeployment of chemicals
and textiles and wearing apparel are analogous to their past ones. Not
a single firm gave low-cost exports to the Swiss market as a reason for

redeploying.

Reasons given for a lack of interest in redeployment are also worth
noting. "Inferior quality of labour and production", was most common.
"High political and economic rigk" and "excess production capacity
in Switzerland" were second most common and mentioned with equal

frequency.

Neue Zliricher Zeitung reports (1978) of press conferences and

and annual meetings of the larger firms have also been used as sources
for non-confidn tial information about plans and intentions of

individual firms. Extracts from these reports are given in the Appendix to
Part V. Incomplete though they are, such newspaper reports do at least

indicate a strong awareness of redeployment on the part of firms.

Switzerland’s stock of direct investments in the developing countries -
both outside and inside Europe - and the employment of labour by Swiss
firms in these countries will almost certainly continue to increase in
the foreseeable future. But a dramatic increase in capital redeployment

should not be expected. Capital redeployment will most likely

continue to be dominated by the large firms, in particular by the
multinational companies. One crucial reason for this hypothesis is that

the branches which primarily come into question for active redeployment

to the developing countries on grounds of their factor intensity have either
already been "redeployed" to a considerable extent, or their production in
Switzerland is predominantly carried on by structurally weaker firms, firms

that are more likely to experience the effects of passive redeployment.
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A strong increase in licensed production and similar forms of redeploy-

ment seems, however, predictable.

The preli.ninary nature of the above conclusions and the fact that they
are not yet substantiated by in-depth analysis of future macro- or micro-

economic trends in Swiss industry must be remembered.




VI. CONCLUSIONS: POLICY IMPLICATIONS OF ACTIVE AND PASSIVE REDEPLOYMENT

The research results presented in this study show that Swiss
firms' stock of direct investments in the developing countries - both
outside and inside FBurope - and the employment of labour by Swiss
firms in these countries is a significant and growing part of the Swiss

industrial structure.

But, redeployment of industrial capacities to the developing
countries is only one aspect and/or determinant of the structural
changes taking place within Swiss industry. Shifte in international and
national demand, changes in the relative price of energy and resources,
the rising value of the Swiss franc, rising productivity, changes in
trade flows with and relocation of industrial capacity to other
developed couniries and fimally redeployment all influence the role
of Swiss industry in the international aivision of labour. Nonetheless,
in the next pages the policy implications of passive and active redeploy-
ment will be evaluated.

Part IV closed with a classification of interbranch competitiveness.

Four distinct groups were identified, namely:

First Group: chemicals, rubber, plastics, machines and equipment.
‘his group had the following characteristics: strong expansionary drive,
successful entry into or defense of export markets and absence of

threatening cost pressures.

Second Group: metals, printing and publishing, wood cork, food, beverages,
. tobacco

These branches display an average expansionary drive or high quality

production, a satisfactory export performance, and a cost situation

that is bearable.

Third Group: non-metallic mineral products except petroleum and coal
watch industry, paper and paper products

This group lags behind in quantitative expansion, has lost ground in

export and/or domestic markets where foreign producers have made strong

inroads, and feels a severe profit squeeze as a result of unfavourable

cost developments and/or lack of innovation.

N — )|
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Fourth Group: textiles and wearing apparel
Here we see an especially unfavourable combination of the characteristics
ennumerated for the third group.

It appears that First Oroup industries are definitely redeploying
actively, mainly for reasons of market pemetration. Their financial
strength and their solid profit situation allow them to acquire the
necessary foreign assets and/or to make the necessary direct investments,
To exactly what extent lower production costs abroad are a determining
factor could only be ascertained on the basis of further case studies.
Since the strongesi firms of the First Group are already, to a considerable
degree, oriented multinationally their e:xpansiom abroad does not, in
general, induce sizable direct employmen: effects inside Switzerland.
Horeover, the high technologicul and imiovative qualities of their
products and their high qualification requirements for labour have so
far sustained profitable production inside Switserland.

Firms in the Second Group and the better situated firms of the Third
Group (and exceptions to the rule in the Fourth Group) will mainly
redeploy production because of cost consideratioms. These firms produce
goods farther up the product cycle curve smd/or with standardised
production processes, for which a site in Switserland is hard pressed
to compensate for cost disadvantages. MNoreover, Swiss plants do seenm
to be of suboptimal size, i.e. unable to take full advantage of economies
of scale, and often lag behind in productivity gaims. Redeployment with
direoct employment consequences for Switserlamd is much more likely than
for branches in the Pirst Group. Again, however, ii is difficult to
present hard evidence, since developments during the past 34 years
are not conclusive. To establish past and future-tremds would require
not only special indepth analyses of compamy behaviour and strategies, but
also the study of possible reactions by interest groupe and political
institutions.

The firms of the Third Group and especially fires in th¢ Fourth
Group are faced with passive redeployment. That is, these fiims lack
the financial and operational strength to redsploy in the active sense.
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Thi: fate is likely to strike those lines of production where past and present
indicators of output and employment, as well as the cost-price-trade
indicators (see Part IV), show especially weak performance. These

production lines also overlap with those product groups where - he

export offensive of low wage countries has been most successfu’.

In the highly :ompetitive environment of the world market economy,
a combination of calculated shrinking - most probably of hardware
production - and intensified specialization and innovation - relying more
and more on R+D, and know-how production - will characterize those firms
whicn survive. The largest Swiss firms are already moving in this
direction and are in a relatively good position internationally. The
know-how, R+D, managing and marketing divisions of the companies
have been expanding, as the production of material goods inside Switzerland
has decline and/or been redeployed. But the changes that the smaller
firms will be victims of pressures from international competition is
great. The net result may be a speed-up of industrial concentration.
The healthy financing of Swiss companies and the hope that the last
7-3 years were just a cyclical down-run have kept the number of closings
down to a minimum. This tendency to hold out is reinforced by the fact
that the Third and Fourth Groups contain many small and medium sized
firms, having strong family ties and long traditions. Such enterprises
do not give up easily. They seem to be willing to absorb losses and to
face a long and bitter uphill fight. But in the long run, the small
(and middle) sized and/or domestically bound industrial enterprises will
most likely have go bear the brunt of domestic economic adjustment. It
seems that the form and size of the individual firm is at least as
importiant as the average branch indicators in determining firm fate
and behaviour. S5till, redeployment of existing capacities has
been the very rare exception. Compared to the global loss of employment
(ca. 11%) the number of plants closing down - forced passive redeployment -
has so far remained surprisingly small. Should past/current trends continue,

one could expeot, however, a definite speeding-up of these processes.
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Furthermore, the evidence - based on the one hand on spotty
statistics but on the other hand on plans »f large and usually
multinatisnally operating companies - shows that growth at least of
the large and/or multinational firms will increasingly take place
abroad, with low-wage and/or large market developing and semi-

inductrialized countries gaining in importance.

The following features seem to be decisive for the maintenance
or improvement of the competitive ability of Swiss industrial firms

producing in Switzerland.

(1) Production of export oriented goods in general (cf. Parts II and
111).

(2) Orientation to specific segments of the market, i.e. taking

individual client wishes into account.

(3) High levels of technological innovation, i.e. contrl over the

early stages of th eproduction cycle.

(4) Goods with a high value/weight ratio, but not necessarily with
a high proportion of domestic value added.

(5) Goods demanding a high degree of services, in particular in the

area of investment goods.

The intensity and quality of know-how is especially important for
maintaining the competitiveness of Swiss industry. On the relatively
large proportion of highly skill, experienced, versatile employees and
a high proportion of research and development can continue to enable
the production of high quality investment and consumer goods. Dexterity,
diligence and reliability in the performance of routine work are the
domain where the cheaper labour forces of certain developing countries have
cornered the market. It is highly doubtful that Switzerland can remain
competitive in the performance of routine work. Moreover, in some cases,
the small size of the Swiss domestic market prevents capital intensive
manufacture and finishing of mass goods, simply because of the inability

to realize economies of scale. Despite the tendency to rationalization




in all branches o? Swiss industry, but because of the Swiss highly
qualified labour force, Switzerland still has the potential to

specialize in flexible small and medium series, a type of product

which may continue to exist indefinitely in the investment goods

sector. Moreover, it is precisely in this field, that the provisinn

of services and especially technical consultation is becoming increasingly

important,

It is often implied that a high proportion of value added in the
production process, is a further key to maintaining the compet1tiveness
of Swiss industry. llowever, the opposite Strategy might well
be foll wed: increased buying >f supplies from other countries in yrder
to exploit the advantage of the exchange rate of the Swiss franc. For
reasons of flexibility and costs, small and medium-sized firms in
particular are not necessarily able to follow the dictum "the highest
possible proportion of value added"” (and hence "make, not buy"). This
is true not only for production itself, but also in the area of research
and develcpment. In the same way that whole branches buy up an essential
part of their know-how (i.e. the textile industry) small and medium sized
firms may be forced to take steps in this direction in order to remain

competitive,

With few exceptions Swiss industry is still distinguished by the
prevalence of smell and medium-sized firms. In 1975, the 57 firms
with a total of at least 1,000 employees inside Switzerland represented
scarcely more than 357 of Swiss industrial employees and "7 of
employees in industry and mant facturing trades. Nevertheless, 1t 1s
precisely this category of large firms which shows a disproporticnately
high investment quota. The remaining ?/3 of industrial employees are
distributed among firms with less than 1,000 industrial employees.

The possibility for these firms to adapt successfully - particularly
via investment intensive offensive strategies (R+D, finishing, and
marketing) - are often limited by financial considerations. A1l too
often their personnel, organizational structure, and physical assets
are too limited for such changes. Herein lies one of the major

structural weakmssses of Swiss industry. The so-called "Impulsprogram",

designed to promote co-operation among individual firms, especially in
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the area of research and development. It may be a sign of reorientation

and change.l/

However, the revenue situation of firms, especially small and
medium sized firms, should continue to be hurt by the revaluation
tendency (as has already been the case since 1973), the financing
of any new investment, whether at home or abroad, would be doubtful;
and private investment inside Switzerland would very likely be too
inadequate to provide sufficient jobs for those who have been displaced

and for those entering the job market for the first time.

In short, a general loss of Switzerland's competitiveness as a
site for industrial production is a simple fact. The exact extent of
this loss and the distribution of its effects - ranging from the
beneficall; affected and the deadly affected - on diverse lines of
production and the various branches cannot be mathematically calculated.
But to the extent that structural adjustiments are planned for and/or
enforced by a national economic policy aimed at maintaining the
competitiveness of at least some Swiss firms by contractionary demand
management, then disadvantaged employers and employees must be
expected to mount a political defense strategy.

Since the recession of 1974/75, Swiss economic growth has fallen
short of world-wide growth, whereas during the 1960's Swiss economic
expansion was much more rapid than world-wide expansion. This has
led to a dramatic increase in the export portion of Switzerland’s
gross domestic product (cf. Part II). At the present time, the
strategy of firms located in Switzerland, as well as of the Swiss
asuthorities, to overcome slowed domestic growth has been concentrated
almost exclusively on export promotion. Since 1975, Switzerland has
been able to raise its export quota by 8 percentage points. Since
medium run prospects for expansion of domestic demand are not bright -
because of a demographic standstill and stagnating purchasing power -
hopes for growth of industrial production inside Switzerland rest

exclusively on a continued rise in exports. Such an export strategy,

1/ We note that the Swiss Federation of Commerce and Industry is
vehemently fighting against even this modest proposal.
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however, is confronted by major obstacles and limitation. In the first
place, the recent increase in exports was accompanied not by an increase,

but by a dramatic decrease in employment.

Since 1973, there has been a dramatic reduction in the rumber of jobs
inside Switzerland. The total domestic labour force has beer reduced by
12 per cent. This reduction in the size of the labour force was accomplished
not by a rise of unemployment inside Switzerland but primarily by the return
of foreign workers to their homelands. Nearly 250,000 foreign workers, 8
per cent of the labour force of 1973, have left the country. Industrial
production in mid-1978 was at the level of 1971.

In the second place, all countries participating in the world market
economy are fighting to increase their share of exports and to reduce their
share of imports, ard this at a {ime when growth rates have already declined
or are declining almost everywhere. As well s the high value of the Swiss
franc directly impairs the competitiveness of Swiss exports. Goods produced
in Switzerland are often simply too expensive for foreign buyers, as well as
for Swiss buyers, who have the option to switch to imported goods. Not
surprisingly, competition of imports on the Swiss domestic market is becoming
more and more fierce. In short, high production costs for industry located in
Switzerland, low domestic demand, and pressures on firms to gain access to
foreign markets mean that Swiss industrial firms are seeking profits more
and more by producing and selling elsewhere. While investment plans and
growth prospects for industrial activity inside Switzerland are decreasing,
Sw#iss industries are being redeployed to foreign countries - both to the

developed and to the developing countries.

What made it so tempting to Americans to buy up firms in Europe during
the period of the over-valued dollar, is repeating itself; but now it is
the Swiss who can undertake such direct investments in other countries. Low
capital costs at home combine with lower labour costs and an advantageous
rate of exchange overseas to meke redeployment highly attractive. (Conse-
quently, the major part of new capital investments by Swies firuz will most
likely take place in other countries, especially in those countries favoured
by the rate of exchange, i.e. the United States, on the one hand, and low-
cost/high-efficiency sites, on the other.
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Redeployent to the developing countries involves the creation and
build-up of plant capacities, thus potentially stimulating the export of
investnent sroods. But redeployment to developed countries such as the
United tategs, where, for example, idle plant capacity or indigenously
produced hardware can .e rurchased, may not recessarily increase Swiss

export potential,

In the first phase of redeployment, the interests of the First World
countries seemed well protected; redeployment induced additional exports
and the interests of the firms and their employees in the developed country
itself clearly dominated. Now things are different. The developing
countries represent a big reservoir of labour supply but not a large
effective demand. Unless overall growth of world demand rises fast enough
to absorb industrial goods produced by cheap labourers in the Third World
(i.e. labourers who themnselves cannot purchase these g-ods), industrializa-
tion of the developing countries - if oriented to the world market - must

tead to a reduction of industrial employment inside the developed countries.




AFPPENDIX 1

Appendix to Part TTI

The work of the St. Gall Centre for Futures Research (SGZZ)

The first more or less comprehensive studyl/ of Swiss industrial branches
was written in 1971 under the directorship of F. Kneschaurek. It is based on
a model which estimates domestic demand on the basis of past development
(income elasticity) and then, via an import function (import elasticity),
estimates domestic production. Total production is derived from the latter
and from an export function which is derived from an analysis of international
demand. Taking account of technically and structurally determined productivity
differences, the model produced estimates of the future labour needs of the
respective branches. This study (for 1958-1969) represents the first attempt
to estimate and establish a means of calculating the supply side of the gross
domestic product. However, the study lacks any considerations of price levels.
At present the SGZZ is working out a nes model which takes diverse price
variables ( exchange rates, export and import prices) into account and whi ch,
in contrast to the study of 1971, tries to assess different development possi-

bilities. The first results are intended to be ready at the end of 1978.

According to Kneschaurek, what is fundamental for assessing developmental
possibilities for the respective branches is the development of productivity

and size of demand.

An indirect approach to the qualitative aspects of production can be
broached by the level of the qualifications of the employees in the relevant
branches. In this connexion, more recent investigations by the SG2Z, which
make full use of 1970 population figures, provide additional information.
They give information not only about the qualifications structure of the
employees in the di fferent branches, but also about the level of education
attained by the foreign wage-earning population.

y F. Kneschaurek, Arbeitsgruppe Perspektivstudien. Entwicklungsperspek-
tiven der schweizerischen Volkswirtschaft bis zum Jahr 2000, Teil 3.
Branchenmiiseige Entwicklungsperspektiven, Band 1, St. Gallen, 1971;
and St. Gall Centre for Putures Research, Die Ausbildungsstruktur der
schwei zerischen Wohn- und Erwerbsbevélkerung, Mitteilungen SG2Z, |
15 March 1977, No. 3, and 15 December 1977, No. 4. I
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Criteria for the development changes of branches and firms
in a highly developed industrial country

' Rate of growth of
| production at constant
prices

one

4. Harnigg \/ g 1. My
— e
£
¢

growth
at constant

prices

Kneschaurek i stinguishes between four combineg, tions:
First quadrant: Growth branches;
Second quadrant: For Switserland: mainly service industries;
Third quadrant: Mainly marginal firms of all branches;

Fourth quadrant: Branches in which below-average demand can lead
to over—production and eventually to price wars.

a/  _ -7 Path for ameliorating the own development chanoes.

-
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Studies by the Centre for Economic Research (Swiss Federal Institute for
Technology, Zurich)

Most of the studies briefly summarized here take foreign trade as their
point of departure. Foreign trade statistics - in contrast to statistics on
costs, production and employment - are extremely detailed and therefore permit
analysis of specific products, though admittedly only after much painstaking

work.

However, first a study will be considered which is not oriented
to foreign trade, but which is of conceptual intereat.y Starting from the
observation that the factors of production know-how and capital represent loca-
tional advantages for Switzerland, indicators are developed for these two

factors:

= Know-how: highly qualified employees as a percentage of employed;
wage costs (including social services per employee;

the difference between the average wage for all workers
in the branch and the average wage for unskilled workers
in the branchj

- Capital ¢ value added minus wage costs (including social servi ces)
per employee.
If these indicators are compared to the industrial average, four combina-
tions result, combinations which served the authors as initial criteria for
the branch analysis:

1. Characteristics: Low capital input per employee

Low qualification requirements of the labour force

- Parts of the food industry (meat, grain products, cocoa./chocolate/
sugar products);

- Textile industry;

- Wearing apparel industry;

- Shoe industry;

- Wood products and furniture industry;

- Production of toys and sporting goodsj

- Production of paper and cardboard goods;

- Production of leather and leather goodsj
Household, industrial and uilding ceramics;

y Strukturwandel in der schweizerischen Industrien, Berichte der Konjunk-
turforschungsstelle "Studien”, Sonderbericht No. 137, December 1976.
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- Parts of the metal goods industry (wire goods among others, cable,
metal insulation, knives and cutlery, tin goods and lamp fittings);

Production of household machines and appliances (including radio,
television);

Watch industry;

Jewelry;

Production of musical instruments;

Number of employed according to the industrial statistics of 1974: 266,000.

2.

Characteristics: High capital input per employee

Low qualification requirements of the labour force

- Parts of the foodstuffs industry (tinned foods, milk products, oils
and fats, animal feed);

- Beverage industry;

- Tobacco industry;

- Woodwork and production of wooden semi-manufactures;
- Producti.- of cellulose, paper and cardboard;

- Rubber in ustry and plastics industry;

- Cement, chalk and gypsum industry; brickworks;

- Glass and glass products industry;

- Basic metal industry (except light metals);

Number of employed according to industrial statistics of 1974: 115, 000.

3.

Characteristics: Low capital input per employee

High qualification requirements of the labour force
- Vehicle and transportation industry;
- Machinery and appliance industry (without further specification);
- Production of textile machinery;
- Production of machine tools;

- Production of precision tools, optical and medical equipment and
instruments;

- Printing and publishing;

Number of employed according to industrial statistics of 1974: 270,000.

4.

Characteristics: High capital input per employee

High qualification requirements of the labour force
- Chemical industry;

- Parts of the metal goods industry (machinery and stamping press tools,
light metals goods, light bulbs, fluorescent tube lights, metal
furni ture);

- Production of light metals and semi-finished goods;
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- Production of office machines;
Number employed according to the industrial statisetice of 1974: 90,000.

A study especially concerned with the development of Swiss industry's
share of foreign markets is that of U. Birchler and H. Wlirgler. Because
this study confines itself to the investigation of the markete of the fifteen
OECD countries and therefore does not explicitly take into consideration the
less developed countries, a tabular Summary of their most important results
will hav. to suffice.

The study by H. Hollenstein,
Chapter II, deals specifically with the less developed countries. The following

tables are reproduced from the study and show its main results.

Hollenstein assesses the competitiveness of the low-wage countries with
the help of three criteria:

(1) 1Increaee in the low-wage country import quota for the period
1970-1975 as a measure of the ohange in their competitive
capacity;

(i1) Level of low-wage country import quota as a measure of the
low-wage countries! share of the market;

(i11) Trend of the branch-specific Swiss foreign trade account for
the period 1960-1962 and 1972-1974. What is of primary
importance here is the extent to which the balance of trade
in real terms vis-A-vie the low-wage countries is developing
in comparison to the balance of trade with the whole world.
Thie criterion permits us to infer how far a branch has
advanoed with its goods in the product cycle. In the case
of product-cycle goods, it is to be expected that the balance
of trade vis-d-vie the whole world will at first recede (with
the continued rise in the balance of trade vis—a-vis the low-
wage countries), but that with growing of the product cycle
maturity, the balance of trade vis-3-vis the low-wage countries
will also recede.

From a total of 112, the following rank-ordering gives a summary of the
most severely endangered lines of production. (™is ordering is based on
(i) an increase in the low-wage country import quota of more than 3 percentage
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Table III.8 The proportion of Switzerland's exports on the import markets
of the fifteen OECD countries, by selected roduct oups
(Annual average compiled from the quartal data for 1970-1976)

(Percentage)

Product groups 1970 1971 1972 1973 1974 1975 1976
Machines and vehicles 2.22  2.37 2.21 2.39 2.33 2.39 2.25
Generators 2.35 2.54 2.02 2.87 2.30 2.08 1.98
Railway vehicles 577 4.08 3,50 4.97 6.05 17.08 6.38
Machine tools 8.77 9,138 9.04 10,03 9.17 8.16 9.19
Textile machines 15,19 19.95 14.87 16.81 16.97 21.35 21.69
Printing, book- 7.66 7.19 7.60 8.16 8.42 9.33 B8.66

binding machines

Chemical products total 5.55 5.18 5.83 5.57 4.58 5.09 5.04
Basic chemicals and 4.7 4.90 5.30  4.62 3.71 4.18 4.03

components
Dyes, etc. 16.29 16.57 15.58 15.39 14.53 12.82 14.31
Pharmaceuticals 14.10 14.84 14.56 14.72 14.23 15.49 14.95
Medi caments 15.26 15.40 15.48 14.97 15.43 16.91 16.83
Cosmetic oils, per-

fumes, etc.' 6.96 6.99 7.05 7.36 5.73 6.43 6.60
Textile yarns 5.90 5.54 5.87 5.01 5.03 5.40 5.03
Cotton fabrics 5.30  5.19 4.42 4.27 4.18 4.73 4.48
Synthetic fabrics 4.4, 4.75 4.68 4.27 4.18 4.73 4.48
Embroidery, etc. 17.73 15.05 14.21 15.30 15.63 15.40 14.33
Wearing apparel 1.53 1.40 1.24 1.16 1.06 1.08 0.95
Shoes 1.95 1.80 1.46 1.36 1.14 1.16 1.14
Food for daily

consumptt on 4.68 4.16 3.89 3.80 3.55 3.71 3.63
Chocolate, etc. 5011 5.35 5,75 5.93 4.84 4.12 4.48
Miscellaneous food 4.23  4.78  4.47 4.37 4.10 4.34 4.98

Optical appliances,
precision instruments
and watches

Watches 53.50 51.14 48.15 48.81 46.92 42.30 33.49

Printing 556 6.01 5.65 5.95 5.77 5.01 4.66

11.76 1i.46 10.82 11.38 10.76 10.23 8.78

Source: Birchler and Wirgler (1978),
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Tabl . Low—wage count import guotag/ by branches of
Swiss industry _193031}32 until 1975 (based on nominal figures)
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H. Hollenstein, Die schweizerischen Importe von Industrieerzeugnissen

aus Niedriglohnldndern und ihre Auswirkungen auf die Struktur des
industriellen Sektors der Schweiz, WIF/ETH Monatsbericht No. 8, 1977.

o/

The low-wage country import quota is defined as the proportion of low-
wage oountry imports in Switzerland's domestio demand (gross value of
production minus exports and plus imports).
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Table ITT.10 Branches and products where the low-wage countries!
share of imports in 1?23/1975 is above the industrial average

(Percentage)

Low~wage countries! import share

Branch/Prodnct .
1960/1962 1969/1971 1973/1975 1975
Food stuffs 18.3 24.0 21.7 18.3
- Meat 24.1 36.5 34.9 30.0
- Tinned food 11.0 44.0 45.6 44.8
- Miscellaneous food 40.1 25.8 27.3 27.0
- Animal feed 17.7 25.6 17.8 14.5
Beverages 20.3 17.6 18.8 18.9
- Wine 24.8 22.2 23.3 23.2
- Soft drinks 5.9 8.3 13.7 15.4
Tobacco 5.7 11.9 26.0 31.5
Textiles 10.8 10.6 14.4 13.8
- Natural yarns 4.0 12.5 11.2 8.9
- Natural fibres 9.0 16.1 18.4 14.9
- Special fabrics 34.7 19.9 27.7 27.6
- Embroidery 45.2 46.9 26.1 20.0
- Hat materials, ropes 14.2 14.7 20.4 16.8
Wearing apparel 3.0 8.8 15.7 17.8
- Woven linens 20.5 47.5 53.0 55.7
- Woven apparel 1.9 8.1 19.4 23.1
- Woven and knitted goods 2.3 9.5 13.0 14.2
- Furs 1.4 9.3 20.6 23.3
- Accessories 5.0 9.1 9.4 10.4
- Shoes 2.4 5.3 10.8 11.7
- Household linens 6.9 6.7 13.5 15.7
Wood 12.4 10.4 10.1 9.1
- Wood preparation 10.5 10.2 10.7 9.6
- Wood products 12.0 8.6 8.3 6.2
- Basket and cork goods 55.4 13.7 72.7 65.0
- Furniture 5.0 5.7 6.4 6.3
Toys and sporting goods
- Toys 1.0 4.8 7.7 8.4
Leather and leather goods 3.1 5.0 10.9 12,3 .
- Production of leather 3.} 5.7 9.8 10.6
- Leather goods 2.9 4.1 11.6 13.3
Watches 0.9 9.9 17.3 21.5
- Parts 1.2 13.1 21.9 26.9
- Finished watches 0.0 1.7 9.9 18.4
Jewelry, etc. 9.7 16.6 19.0 21.6
- Jewelry 2.9 6.8 11.4 12,2
- PFinished precious stones 14.2 22,2 24.8 29.5
Manufacturing total 4.6 5.0 6.3 6.6
i
schwei isch 1 Industri i
et d e Rt el oo Toporte ven Tnoustriserseumissen,
triellen Sgktors der Schweiz, WIF/ETH ilonatsbericht MNo. 8, 1977.
— - -
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Table III.10a Branches and products where the
low-wage countries' share of imports in 1973/1975 is
below the industrial average, but has grown strongly

(Percentage)

Low-wage countries' import share

Branch/Product
1960/1962  1969/1971  1973/1975 1975
Textiles
- Synthetic fabrics 0.74 4.42 5.10 4.93
- Woven and knitted fabrics 0.75 0.87 2.42 2.12
Paper and paper goods 0.38 1.09 1.32 1.75
- Production of paper 0.36 1.18 1.40 1.87
Rubber and plastics 0.37 1.73 1.43 1.40
- Rubber finished goods 0.27 4.37 3.08 2.60
- Plastic finished goods 0.09 0.69 1.27 1.33
Chemicals
- Pharmaceuticals, cosmetics 0.87 2.24 2.99 3.56
- Wax, matches, etc. 1.64 3.40 4.94 6.52
Non-metallic mineral products
except petroleum and coal 0.43 1.07 3.1 5.92
- Glass products 0.58 1.08 6.00 11.07
- Ceramics 0.63 1.94 4.35 4.64
Metals
- Metal goods 0.44 0.84 1.95 2.23
- Knives, etc. 0.12 1.59 3.65 4.97
- Mn and other metal goods 0.87 1.25 3.29 3.89
Vehicles, transport equipment
- Bicycles and motorcycles 0.01 1.42 2.74 2.26
- Miscellaneous vehicles 0.06 1.16 1.95 2.04
Machines and appliances 0.18 0.64 1.59 2.04
- Miscellaneous electrical
machines 0.40 0.62 1.47 1.79
- Office machines 0.03 0.30 2.84 3.68
- Optics 0.12 0.48 2.84 4.22
- Precision tools 0.27 0.49 1.29 1.64
— Entertainment electronics 0.04 2.16 3.82 4.93
Watches
—~ Movements 0.00 0.03 2.33 1.84
Manufacturing total 4.56 5.02 6.27 6.59

Source: H. Hollenstein, Die schweizerischen Importe von Industrieerzeugnissen
j aus Niedriglohnldndern und ihre Auswirkungen auf dei Struktur des
industriellen Sektors der Schweiz, WIF/ETH Monatsbericht No. 3, 1977.
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points, or (ii) an import quota level of over 5 per cent, and (iii) a change
in the production cycle according to the third criteria.)

Textiles: - special fabrics;
- hat materials;
- rope-making}
Wearing apparel: - woven linens;
- woven apparel;
- furs;
- shoes;
- household linens;
Leather goods: - leather goods;
Non-metallic mineral products
except petroleum and coals - glass products;
- ceramics;
Jewelry: - jewelry;

- finished precious stones.

If the tendency of the 1970's continues, it is to be expected that the
following branches will move into the "high danger" group in the near future:

Textiles:

natural fibres; |
knitted goodss |
gsynthetic fabrics;

Toys, sporting goods: - toys;
sports equipment;

Non-metallic mineral produots
except petroleum and coal:

internationally tradable goods.

Other lines of production with similar tendencies are:
- Office machines;

Bieycles and motorcycles;
Entertainment electronics;
- Optics;

- Watch parts.

A study by the Swiss Federation of Commerce and Indusiry on Research and
Development

The 1978 study is the third of its kind and at the same time the most
representative of the work whioh the institution has already carried out.
The repetition of their analyses permits the authors not only a statis survey,
but also an assessment of the development of expenditures for research and

1/ Swiss Federation of Commerce and Industry, Forschung and Entwicklung in
der sohweizerischen Privatwirtschaft, Bericht zur Erhebung des Vororts
im Jahre 1976, Zurich and Basel, 1978.
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development in industry between 1969 and 1975. Tables ITT.1l and III.1? glve
the major findings nf the study. One di sadvantage which should be mentioned

is the relatively crude classification of branohes.

The Kleinewefers study

H. Kleineweferal/ attempted to assess the change in Switzerland’'s com-
petitiveness by calculating a rate of exchange corrected for wage costs per
unit of output. He calculated the relative change vis-A-vis other countries
in the rate of exchange, in the real wage level, in productivity, and in
consumer prices either as competitive advantages (+) or as competitive dis-
advantages (-). For the period 1960-1976, he arrived at an annual deteriora-
tion of Switzerland’'s competitiveness of 2.6 per cent in foreign markets and
2.4 per cent in home markets. The calculations reveal that, alongside the
unfavourable exchange rate, Swiss industry is also experi encing a noticeably
lower rise in productivity vis-A-vis other countries.

In addition to this long~term trend of falling competitiveness (which is,
however, neither theoretically nor statistically well confirmed), Kleinewefers'
study reveals a striking acceleration of this trend with the 1973 change-over
to a flexible rate of exchange. Nevertheless, this study is limited to the
inter-branch comparisons; the question of a constant or falling overall

competitive capacity remains open.

_1_/ H. Kleinewefers, Minf Jahre flexible Wechselkurse: Erfahrungen und
Probleme, Lecture in St. Gallen, 1978.
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Table IIT.11 Development of research and development
expendi tures of Swiss industry at home {1969-1975)

Expenditures 1969 Expenditures 1975 Increase
1969-1975
Branch Total in . Total in . :
million Distribution million Distribution 1nc .
francs (percentage) francs (percentage)  Per cen
Metals, mgchinery 472.6 36.4 849.43/ 9.1 80
and equipment
Chemicals 716.43/ 55.2 1,159.95/ 53.3 62
Watches 46.4 3.6 80.1 3.7 73
Textiles and
wearing apparel 30.0 2.3 36.8 1.7 23
Food, paper,
rubber, plastics 19.6 1.5 28.6 1.3 46
Construction 13.1 1.0 19.6 0.9 50
Industry total 1,298.1 100.0 2,174.4¢  100.0 68

2/ Without expenditure of firms not participating in 1969.

l)/ Estimated on the assumption that share of expenditure abroad in 1975
(35 per cent) also valid for 1969.

Table TII.12 Research and development expenditures of
Swiss industry at home and abroad (1975)

Expenditures in Expenditure abroad
Switzerland and abroad

Million francs Percentage Million francs Percentage

Metals, machinery

and equipment 1,396.3 40 456.6 33
Chemicals 1,918.3 55 665.5 35
Watches 81.7 2 1.3 2
Consumer goods

industries and 87.7 3 2.7 3

construction

Total industry 3,484.0 100 1,126.1 32
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APPENDIX 2

a
Tabular Appendix to Part IV~/

Table 1* Output (excluding electricity, gas, water)

Manufacturing Total
Food, beverages,
tobacco

Textiles

Wearing apparel, sho=s
etc.

Wood, cork

Paper & paper joods
Printing & publishing
Leather, rubber,
plastics

Chemicals

Non-metallic mineral
products except petroe
leum and coal

Metals

Machinery & equipment

Watches, jewelry,
engraving

(1968 = 100) )

€8 71 72 73 74 75 76 77

.:;o 121,71125,0(130,8[132,5{113,3{115,5 119,;H
1C0 117,61121,7]126,9(120,9'113,4{118,4|122,6
100 "03,01111,9/113,9{110,9; 93,1/106,3|107, 3
100 105,31105,3]101,7{ 96,5 91,1{110,6|114,1
100 120,01125,8]136,2[130,5|106,8{105,7(116,2
100 103,2| 98,4|102,4|112,1} 77,4| 83,9 91,2
100 117,9]1115,8,115,0[112,2| 95,7] 95,7 93,6
100 129,4]128,2[139,0(133,8/122,1{148,5)|166,1
100 135,61144,01159,8[170,4]143,9/172,7!171,2
100 128,61133,0/139,3f130,3| 87,5 87,5| 86,6
100 122,41123,4]132,7[129,0]100,0'100,9111, 2
100 130,0(129,2]134,3]140,1|127,5 113,4(117,6

|
100 105,0/116,4[123,4[125,6 101,55 99,3(105,7

g/ Tables 1% through 15# serve to elaborate the information given in the

Summary Table.

of calculations are given ir Prader's working paper.)

(Sources and comprehensive explanation of the methods
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Table 2% Employments/
(1968 = 100)

68| 69 70 71 72 73 74 75 76 77

A. Manufacturing Total 1001100,7(100,9{100,9| 99,1} 98,3| 98,0| 88,9| 84,7 84,6

Food, beverages, tobacco|l100| 99,5| 98,1{ 98,9 98,51 99,3{ 97,6} 92,0 90,0{ 90,6

- fFood & animal feed 100(100,0| 97,8| 98,5| 98,3 99,1] 97,8] 92,0 90,8] 91,9
- Beverages 100{ 96,9]100,1{100,9| 98,1| 98,5| 96,8/ 92,2 87,0] 85,2
~ Tobacco 100 97,5{100,3[102,3{103,0(103,5| 96,7| 92,8 83,8] 81,9 j
Textiles 100f 99,7| 95,0f 92,0| 87,8| 87,0 83,6] 72,3 71,2 70,4’

Wearing apparel, shoes 100y 99,1 95,5| 91,5| 89,3| 85,3{ 79,8 70,4] 69,0] 68,0

Wood, cork, etc. 1001100,3| 99,9| 99,3| 99,2{ 98,7| 96,7| 83,0 77,4| 78,3

Paper & paper goods 100 97,6| 97,4{ 95,4 94,0| 93,5/ 95,6| 86,4 83,9 83,3

Printing & publishing 100}101,1{100,2{102,0[100,2| 97,9 98,2 91,2| 87,4] 87,8
Rubber,plastics, leather {100{101,0{102,0 100,51 99,5| 96,8 93,1} 80,5 79,0 77,7

- Rubber, plastics 1004101,0(104,5/104,1]104,8{105,5 102,6| 87,0 B6,0] 85,1
~ Leather 100{100,9| 97,5| 93,8| 89,3| 80,8 75,6| 68,7| 66,1 64,3
Chemicals 100|106,11111,4(115,7[115,4{115,7|117,1 114,5¢111,2|109,7

Non-metallics min.prod. |),, 97,4| 96,3| 96,4| 95,9 97,2| 93,3] 78,6| 81.,6| 72,2
exc.petroleum & coal

Machinery & equipment 100{101,8]103,1 103,7]| 99,7} 97,6 99,9 94,0( 89,7 85,4

Metals 100(100,9(101,6]103,0[106,3|107,7[106,9]| 94,7] 87,1] 86,7
Watches, jewelry, 100{100,9[105,3[100,7| 95,0| 95,8| 99,0 80,5 73,0] 75,1
engrav.'Lng

- Watches 100(101,0(105,6/100,7[ 94,8 95,5| 99,2| 80,2| 71,8] 74,0
- Jewelry, engraving 1o0( 99,0(101,3|101,0{ 98,7| 99,9| 96,0} 85,4 90,6| 91,2

B. Manufacturing Total 100 99,7( 98,9| 97,8| 94,8[ 93,7| 94,5| 83,9 79,5| 79,6 ‘

Textiles 100| 99,9( 95,5) 92,7 87,5| 84,7| 81,2] 70,3] 69,3| 69,1,
- Yarn,thread, fibres 100(100,9( 97,4 95,4 87,8 85,6{ 82,6] 71,7{ 71,7 71,0/l
- Fabrics 100 99,8/ 95,8| 93,0( 89,1 86,7| 84,3] 72,9/ 69,6/ 71,0
- Embroidery 100(100,4| 96,6| 92,0| 87,2| 84,8| 79,7| 68,0| 67,7 68,4
- Finishing 100{ 99,7| 92,4f 90,2| @8,1( 81,8| 75,5] 65,5 65,8| 64,6
- Others 100( 88,4 74,3| 64,1 55,2 51,8 45,3] 41,3] 39,7| 36,2

.3/ A = Index of total employment in manufacturing;
B = Tndex of workers employed in manufacturing.
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Table 3* Productivi ty

Employment

Production x 100

Manufectu-ing Total

Food,beve-zges, tobacco

Textiles

Wearing apparel, shoes
etc,

Wocd, cork, etc.

Paper & peper goods

Printing & publishing

Leather, rubber,
plastics

Chemicals

Non-mztellic mineral
products except petro-
leum and coel

Metals

Machinery & equipment

Watches, jeuelry,
engraving

(1968 = 100)

67

68

69

70

71

72

73

74

75

76

71

95,5

95,7

93,4

96,6

9,1

94,8

91,9

105,0

95,6

95,9

98,9

108, 3

98,7

100

100

100

100

100

190

100

100

100

100

100

100

100

109,2

106,5

104,3

105,4

108,3

106,6

107,4

115,1

115,6

111,8

108,13

108,1

104,8

118,1

114,8

107,4

109,4

115,4

113,4

117,7

126,1

116,2

121,4

116,8

122,9

102,3

120,6

118,9

112,0

115,1

120,8

108, 2

115,6

128,5

117,2

133,4

118,8

125,4

104,3

126'1

123,6

127,4

117,9

126,8

104,7

115,6

129,1

124,8

138,7

116,1

129,6

122,5

133,1

127,8

130,9

119,2

138,0

109,5

117,5

143,6

138,1

143,3

123,2

137,6

128,8

135,2

123,9

132,7

120,9

135,0

117,3

114,3

143,8

145,5

139,7

120,7

140,2

126,9

127,4

123,3

128,8

129,4

128,7

89,6

104,9

151,6

125,7

111,3

105,6

135,6

126,0

136,4

131,6

149,3

160,3

136,6

100,0

109,5

188,1

155,3

107,2

115,8

126,4

136,1

141,5

135,3

152,4

167,8

148,4

109,5

106,6

213,8

156,1

119,9

128,3

137,7

140,7
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Table 4* Average wages per employee by sectors and branches

Total (All Sectors)
Services

Manufactiuring Total
Food,beverages, tobaceco
focd and animal ieed
Beveragzs

Tobacco

Textiles

Wezaring apparel, shoes etc
\iearing apparel

Shoes

Vood, ccrk

Vocd precducts
Furniture, fixtures
Prans, sporting goods
Paper and paper goods
Cellulose,paper,cardboard
Printing & Publishing
Leather, rubber,plastics
Leather

Rubber, nplastics

Chenicals

Hon-r2t21lic min.prod.exc.
petroleum and coal

Artificizl stones, cement
gypsun
Metals

Machinery & equipment

Vatches, jeuvelry,
engraving

(1968 = 100)

68

69

70

71

72

73

74

75

76

77

100
100
100
100
100
100
100
100
100
100
100
100
100
100
100
100
100
100
100
100
100
100
100
100
100
100
100

106,1
106,0
106,4
105,6
105,5
105,3
107,8
108,0
106,9
106,9
108,9
106,1
106,9
106,1
108,0
104,3
103,2
104,0
106,14
107,5
105,9
108,5
105,6
105,6
106,13
106,6
106,7

116,2
115,4
117,0
117,2
117,2
114,9
120,1
121,6
119,5
119,6
122,1
117,0
117,9
116,9
118,9
115,7
112,8
112,3
119,4
119,3
119,4
117,3
117,9
119,2
116,7
117,8
113,5

130,6
129,2
131,4
131,3
131,2
128,8
136,2
140,5
135,5
135,5
139,5
131,4
132,8
131,0
132,3
131,3
127,7
126,0
133,4
132,2
133,9
132,8
133,9
135,8
131,5
131,7
124,0

145,0
143, 3
145,9
147,3
147,7
142,7
149,5
155,5
150,0
149,8
153,2
147,9
148, 3
147,6
147,0
146,0
140, 2
141, 3
148, 7
146,5
149, 6
147,6
150,1
151,7
146, 8
143,5
135,96

162,3
160, 2
l64,1
165,8
167,0
155,8
167,0
176,9
168, 3
168,0
171,0
166, 5
166, 3
165,6
163,8
l64,5
160,0
159, 4
166, 3
164,4
l67,1
164,8
168,4
169,9
166,2
160,7
151,8

182,2
178,6
185,1
186,4
187,4
176,2
189,4
199,6
187,4
187,4
189,6
186,0
187,0
184,8
185,3
185,4
179,2
179,8
188, 2
186,2
189,0
188,8
189,8
189,9
186,1
181,5
175,9

195,6
192,9
198,7
201,9
202,8
192,8
205,7
210,6
195,0
196,0
194,0
196,7
199,9
195,0
187,5
198,4
192,6
196,7
197,3
198,3
196,9
202,2
203,6
203,4
196,4
197,5
190,5

199,9
198,5
203,0
208,0
208,5
199,6
214,7
218,2
199,5
199,3
200,4
198,1
201,7
195,9
200,4
202,2
195,5
202,6
202,0
205,3
200,6
210,7
207,7
206,9
197,9
202,5
191,0

204,3
204,3
207,4
214,3
214,4
206,6
224,1
226,1
204,1
202,7
207,0
199,5
203,5
196,8
214,2
206,1
198,4
208,7
206,8
212,5
204,4
219,6
211,9
210,5
199,4
207,6
191,5,
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and in per cent
of the average wage in manufacturing 1968-1977

Manufacivring Total

Food, beverages, tobacco

Textiles

Wearing apparel, shoes
exc.

Wood, cork

Paper & paper goods

Printing & publishing

Leather, rubber, plastics

Chemicels
Non-mzisllic mineral
Producis except petroleum

and ccal

Metals, machinery and
equipment

Metals

Machinery and equipment

VWatches, jewelry, music
instrunents

68 69 70 71 72 73 74 75 76 77
15,0416,0(17,6{19,8(22,0| 24,8 27,8{29,9| 30,5]|31,2
100 100 100
13,1913,9}15,4:17,3(19,9 21,8(24,5{26,5} 27,3}28,2
87,3 87,9 89,5
12,8|13,9/15,6:18,0|20,0| 22,3 25,6127,0] 28,0]29,0
85,3 89,9 91,8
10,110,8(12,1;13,7]15,2 17,0(19,0(19,7} 20,2]20,7
67,3 68,6 66,2
12,8(13,6{15,0!16,8/19,0 21,3123,8{25,2| 25,4(25,6
85,3 85,9 83,3
15,6116,3]18,1/20,5(22,8 25,7129,0{31,0{ 31,6}32,2
104,0 103,3 103,6
15,9]16,5/17,8{20,022,4| 25,3 28,5(31,2 32,1{33,1
106,0 102,0 105,3
13,8114,7]16,5{18,4]20,5 23,0(26,0427,3| 27,9]28,6
92,0 92,7 91,5
23,425,4[27,5|31,1}34,6 38,6)44,2|47,4| 49,4}51,5
156,0 155,7 162,0
16,4117,3|19,3{21,9]24,6 27,6131,1{33,3] 34,0/34,7
109,3 111,3 111,5
15,8|16,8]18,5)20,7]22,8 25,6128,9(31,1} 31,6(32,2
105,3 103,2 103,6
15,4]16,4|18,0}20,3| 22,6 25,6 (28,7|30,3} 30,5]30,8
102,7 103,2 100,0
16,0{17,0}18,8{21,0(22,9 25,6129,0(31,5] 32,3)33,1
106,7 103,2 105,9
14,0|14,9715,9{17,4{19,0] 21,3 24,6126,7| 26,8(26,8
93,3 85,9 87,9
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Table 5a* Wage level by branches in per cent

of the average in manufacturing v
Workers Other Employeeg
1968 1976 1968 1976 )

tanufacturing Total 100 100 100 100
Food, beverages, tobacco 92,3 94,5 86,2 88,3 '
- Food 91,9 94,4 82,0 84,2
- Beverage 104,9 | 103,1 | 104,1 | 103,1 |!
- Tobaccu " | 77| 82,2 |108,3 | 114,5 l
Textiles 77,7 | 83,5 | 96,5 | 103,7 |’
Wearing apparel, shoes, etc. 75,0 73,7 87,1 85,6
Wood, cork 105,9 103,3 99,8 97,4
Paper & paper goods 98,7 98,3 105,9 105,5 |
Printing & publishing 113,3 | 113,1 96,4 96,2 |!
Leather (without shoes) 88,9 89,9 91,7 92,7
Rubber, plastics 101,9 | 100,7 101,5 100,3
Chemicals 112,8 117,1 111,1 115,3
ilon-metallic mineral products
except petroleum & coal 105,5 | 107,9 107,1 109,6
retals, machinery & equipment 107,8 | 106,6 104,7 103,6 '
etals 114,8 110,4 109, 2 105,0
datch industry 94,8 89,3 93,6 88,2




Table 6% Wages costs

Employment x average wages

100 - -
(1968 - 100)
68 69 70 71 72 73 74 75 76 77
Manufacturing Total 100(107,11118,1)132,6|144,6 l61,31181,4|176,6]171,9 172,8
Food,beverages, tobacco {100]105,9 114,8130,04143,7{163,0{180,7 182,8(183,9]|185,1
Textiles 1001107,7|115,5/129,3136,5 153,91166,9(152,3(155,4 159, 2
Wlearing apparel, shoes |100{105,9 114,11124,0(134,0{143,6 149,51137,3|135,7|138,8
etc.
Wood, cork 1007106,5(116,9/130,5{146, 7 164,3]179,8(163,0(153,4 156,6
Paper & paper goods 100{101,8(112,7(125,3|137,2 153,8}177,2[171,4(169,6 171,7
Printing & publishing 100(105,1)112,5(128,5 141,6(156,1)176,6{179,4 177,1]183,2
Rubber, plastics, 100107,5|121,8]134,1 148,0]161,0|175,2|158,8 159,6}160,7
leather
Chemicals 100/115,1{130,7{147,9|170,3 190,7|221,1(231,5|234,3 240,9
Non-metallic mineral
products except petro- |100{102,9!113,5 129,1|143,91163,7(177,1]160,0 1€9,5(153,0
leum & coal
MHetals 100|107,3|118,6]135,4[156,0 179,0{198,9{186,0 172,41172,9
Machinery and equipmenﬁ 100]108,5(121,5 136,6{143,1{15¢,8 181,3|185,7(181,6 177,3
Watches, jewelry, 100(107,7|119,5{124,9|128,8 145,41174,11153,4}143,4 143,8
engraving




Table 7* Wage costs per unit of output =
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Wage costs x 100

Production

Manufacturing Total

Food, beverages,
tobaccno

Textiles

Wearing apparel,
shoes, etc.

Wood, cork

Paper & paper goods
Printing & publishing
Rubber, plastics,
leather

Chemicals

Non-Metallic min.
prod. except petro-~
leum and coeal

Metals

Machinery & equipment

Watches, jewelry,
engraving

(1968 = 100)

68

69

70

71

72

73

74

75

76

77

100

100

100

100

100

100

100

100

100

100

100

160

100

97,4

99,9

103,6

101,3

98,1

97,9

96,8

92,5

93,8

94,5

98,6

101,9

99,1

102,0

113,2

109,2

101,4

102,0

95,4

94,6

100,9

97,1

99,9

95,9

110,9

109,0

110,5

125,5

117,8

108,8

121,4

109,0

103,6

109,1

100,4

110,6

105,1

119,0

115,7

118,1

122,0

127,3

116,6

139,4

122,3

115,4

118,3

108, 2

126,9

110,8

110,7

123,3

128,4

135,1

141,2

120,6

150,2

135,7

115,8

119,3

117,5

134,9

116,8

117,8

136,9

149,5

150,5

154,9

137,8

158,1

157,4

130,9

129,8

135,9

198,9

129,4

138,6

155,9

161,2

163,6

150,7

152,6

221,4

187,5

130,1

160,9

182,9

186,0

145,6

151,1

148,8

155,3

146,2

122,7

145,1

202,1

185,1

107,5

135,7

193,7

170,9

160,1

144,4

144,4

151,0

148 4

121,%

134,8

188,3

195,1

96,7

140,7

176,7

155,5

150,8

136,0
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Table 8% Employment by branches, total and

different categories of foreign workers

Manufacturing Total
Food, beverages, tobacco
Food, animal feed
Beverages

Tobacco

Textiles

Yarn, thread, fibres
Fabrics

Embroidery

Finishing

Others

. Wearing apparel, shoes,etc.

Shoes

. Wood, cork

Woodwork & wooden semi-manu.
Wood products

Furniture, cons. elements
Prams, toys, sporting goods
Paper & paper goods

Cellulose, paper,
cardboard

Other paper goods
Printing & publishing
Book & newspaper printing

Leather
{without shoes)

Rubber, plastics
Chemicals

Misc. chemical products
Sythetic & natural dyes

Pharmaceuticals, cosmetics

Employed in
Percent of
the Total

All Fareign WurkergPResident Foreign

in Percent of thosell/orkers in Percent
Employed in the of all foreign Wor-
Branch kers in the Branch_|

67

70

76

67 70 73 76 67 70 73 76

100

1,1
n,6
5,7
4,1

100
7,1
5,2
1,1
0,8
6,8
2,3
2,9
0,5
1,0
0,2
7.1
1,4
4,8
0,8
0,6
3,4
0,2
2,3

100
7,7
5,9
1,1
0,7
6,0
2,2
2,5
0,4
0,8
0,1
6,0
0,9
4,2
0,7
0,5
2,9
0,1
2,5

0,4
2,2
9,0
5,2
0,1
1,7

r.

34,1(35,8(37,0{33,4/14,3]|19,3(33,7 51,1
31,1131,5(34,5(30,3/{10,1{15,2{26,4]45,2
32,7{32,9(36,5|31,6| 9,8!14,4{25,4]43,8
20,3}19,2720,2[16,9[11,7}|20,1|32,0|55,6
35,2|38,6(41,0(39,9/10,9(16,1(29,0 47,2
47,8/49,9|50,6/49,5(10,9{15,0(28,4|43,1
53,7|57,1{57,2|54,9| 9,6(12,1(24,2|37,9
45,5(46,9148,4147,1/13,2{11,8(32,4|47,4
44,3(43,8/41,0/40,6] 9,9|12,9]26,7]|42,1
44,2146,4|46,4|45,9] 8,9(14,5(29,1}47,2
32,7)140,3(47,4{52,4| 6,1|12,3}|28,0(42,7
57,2160,2/61,9[59,7| 8,9(13,2{27,4}40,5
51,5}53,8{53,5{53,0{ 7,4|11,7|24,5{39,5
33,1(33,5{35,0/29,3|11,9]/18,8{34,7 53,0
34,7134,5434,1{29,3{ 7,5{12,9}27,0 43,7
31,0|30,2(28,1{24,7(10,016,1(30,1}49,7
32,9434,0436,4130,1(13,6(20,5|36,755,5
39,0(35,3}21,6(23,3{12,7{12,2]39,0|54,0
33,3135,3|37,4}33,1(13,1{17,5(35,0]52,9

2125,8/28,9(132,0(29,8{14,6(18,1|31,8(49,7

33,2435,7|39,0(32,8{16,5(|20,8(39,9!58,8

1119,8;21,1]23,0{21,0}22,4{29,6|45,2|62,3

16,9{18,4}20,2|20,5|25,3|32,6|46,5|56,2

45,4145,0|47,8|43,7f11,1{18,3]|36,6]55,7
37,3138,5|39,8{34,5[11,9(16,8(33,6|52,1
19,8124,0}28,4|28,4(19,6(21,5(28,9/41,1
21,0{25,0}30,8430,9/19,0{20,1}22,4] 34,6
17,9127,1133,2(31,2{20,1{15,8{41,6|51,4
18,4121,6]26,1125,6|25,8(29,3(37,4|47,7
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Table 8# Employment by branches, total and
different categories of foreign workers

(continued)

67| 70|76 | 67 70 73 76 | 67 70 73 76
12. 'lon-netellic mineral
procucts except petro-

leum anzs coal 3,413,2§2,7146,3|46,8}48,4]38,1| 9,9l14,0[24,9 49,4
~ Artificial stones )
cement, gypsum ’ 11,3f1,3)1,1{50,8(52,5|53,9139,4! 7,9| 9,7|18,9]45,2

13. Hetals B,6/3,7[3,5|36,1{38,2[38,6[34,7]13,7[19,7]33,0(51,6 |!
- Fabricated metal prod. |5,4]5,5(5,9(35,4(36,4]|36,8]33,3]13,2/18,9]35.5!53,9
14. Machinery & equipment |299(364P21|31,8]34,0(34,3]31,0]19,123,8(40,3]|s8,4
- Machines & appliances |244[259p9,7[32,0(34,4(34,4]31,3]19,3]23,8|40,858,8

~ Machine tools 2,212,342,6|26,5{29,9|30,2|28,5{22,0|24,3]44,4]59,0
~ Textile machinery 2,1{2,3(3,0{34,1{38,640,8/38,0/21,5)24,6137,4(56,8
~ Others 167}9,60122133,7133,4|33,1|30,5{20,5|24,5|41,3(s59,8
-~ Vehicles, transp.equip. |2,7|2,612,3(33,7]/33,8/34,8(27,2{17,3]/21,5(34,8]53,0
-~ Repair~workshop 2,8(1,9)0,2]28,3(28,5|27,2125,9!19,4}127,0]46,3]62,8
15. Watch industry 8,3/8,3|7,0(22,5|27,0{30,4}26,1{13,9{18,6(34,2{55,1
16. Jewelry, engraving 0,5(0,5|0,4|28,4|35,8|38,1(40,4'23,0{23,4(38,9}51,7




and resident fo

workers in per cen

Table 8aw Forei gn P t of those employed by
branches (4. H

reign workers in per cent of

all foreigsn worke

rs by branches

Manufacturing Total

Food, beverages, tobacco

Textiles

Yearing apparel, shoes

Wood, cork

Paper & paper goods

Printing & publishing

Rubber, plastics

(without leather)

Chenicals

Non-metallic mineral
precucts except petroleum

end coal
lietals

Machinery & equipment

Watches (without jewelry,
engraving)

36,0
29,5
32,9
21,8
49,6
24,6
61,1
22,7
33,7
29,9
35,1
29,9
22,2
40,0
37,2
28,9
26,2
24,8
47,9
21,8
38,0
29,4
33,6
36,1

28,3;30,4
30,0: 34,2

37,0
33,7
34,5
26,4
50,6
28,4
61,9
27,4
35,0
34,7
37,4
35,0
23,0
45,2
39,8
33,6
28,4
28,9
48,4
24,9
38,6
33,0
34,3
40,3
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Table 11#

Wage costs per unit of output x 100

Export prices (X) Import prices (M)

Manufocturing Total
fFood, beverages,
tobacco

Textiles

Vlearing apparel,
shoes, etc.

Wood, cork
Paper & paper goods
Printing & publish-

ing

Leather, rubber,
plastics

Chemicals
Metals

Machirery & equipment

Non-metallic mineral
products except
petroleum and coal

Watches, jewelry,
engraving

(1968 = 100)

68 69 70

71

72

73

74

75 76

77

X[{100
100

X[(100
100

X1100
100

X100
100

X100
100

X]100
100

X100
100

X|100
100

X|100
100

X|100
100

X{100
100

X1100
100

X|100 102,4

95,9
103,6

108,1
105,2

105,3
105,9

101,0
104,0

111,8
95,9

123,1
119,7

118,0
115,7

105,9
100'1

123,3
132,8

106,8
100,2

102,4
111,9

110,1
117,7

111,9
107,2

88,9
93,2

93,2
92,0

98,0
93,3

102,5
9¢,7

150,7
99,9

125,6
127,0

135,6
130,3

96,6
101,4

112,5
119,1

141,3
115,7

107,0
108,7

113,0
96,6

155,5
152,9

89,9
101,6

106,0
104,4

96,7
84,1

113,5
114,2

166,7
107,1

152,6
155,1

132,7
132,4

1l16,3
119,2

156,8
155,3

159,0
124,4

112,2
111,0

136,6:116,2
124,7:113,9

138,6.135,4
139,7:137,4

92,6 97,0
110,7°123,3
b

132,5 144,3
14%,0 157,2

97,7
93,2,

94,4
96,7
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APPENDIX 3

Appendix to Part V

Characteristics of Products Produced in Developing Countries Outside
Europe According to an Investigation of 14 Annual Reports for 1976
and Two Special Company Publications

Food

The annual report for Nestlé yecords which products groups are
produced in which countries and how many factories exist in each country.
It appears that a wide range of products is often produced in the
developing countries, This impression is supported by the publication
"Nestlé in the developing countries", in which production in tons is
given for each individual country per product group up to 1974. As
well, information is given on the use of local raw materials and imported
raw materials. In the case of Brazil, which has the greatest proportion -
with about 24% - of the total production (in tonnage) among the developing
countries, all the typical Nest1lé product groups are represented:

% Proportion of
the Total
Milk Products 62.7
Inptant and Dietetic Products 14.3
Instant Drinks 7.7
Chocolate, Biscuits 11.4
Culinary Products 1.4
Frozen Foods and Ice Cream 2.5
Total 100.0

But there are also countries in which only one signle product is
produced, for example, condensed milk in Thailand. Nestlé characterises
its activities in the following way: "...the very nature of Nestlé




activities in the developing countries (is the) local processing of

a raw material, the supplies of which the country strives to increase
in quality and guantity . . ." The fact that the imports of raw
materials amount to a total of only about 14% of the local raw material
purchases (in Brazil, only 3%) supports this assertion.

The Sibra 1976/77 report shows that beer and non-alcoholic drinks

are produced in Senegal.

Inreither of these two examples taken from the food industry could
one properly speak of a shift of production from Switzerland to developing
countries, nor of a loss of production opportunities inside Switzerland.
The products in question are not suited to massive exporting from
Switzerland: the inadequate raw material supply and/or high transportation
costs, i.e. the natural location factors, hardly allow large scale

production in Switzerland for the world market.

Metals and Machinery

The Alusuisse report shows the following distribution of products
and industrial activities in the developing countries:

-extrusions and castings in Brazil

-bauxite, alumina and mining in Guinea

-hollow-ware, 1ight structures and extrusions in Nigeria
-bauxite in Sierra Leone

Brown Boveri's report gives the following details on goods production
in developing countries:

—in Brazil

~transformers and furnaces

-rotating machines

=500 KV high-voltage airblast circuit-breakers (partly manufactured
locally for the first time)

-switchgear and electrical equipment

-insulating material




- 140 =

--Mexico

-induction furnaces to be installed in a large foundry

—-Peru
-transformers

-electrical equipment for a paper mill

--Venezuela
~substations of 400/230/115/kV serving three power stations

-electronic protection systems for power distribution networks

--Argentina

-gas turbines

-electrical equipment for power station

—cc-operation with licensees extended by agreements for the
manufacture of airblast switchgear up to 550 kV

-direct current machines,

The Georg Fischer report records a 257 share in an automatic loom

works company in India, as well as a new Joint venture in plastic products
in Saudi Arabia.

Hermes Precisa International mentions that it produced Hermes Baby

typewriters in Brazil.

The Oerlikon-Blihrle report metnions that there is a subsidiary in
Argentina producing gears and cog-wheels as well as automobile accessories
and components for forges. The organizational overview in the annual
report shows that production by other companies of the Biihrle group in

developing countries is mainly in the field of welding (electrodes).

Schindler's report shows that of 38 subsidiaries with production
facilities, ?1 are located outside Switzerland and 5 of these in developing
countries. Production in developing countries is exclusively in the
elevator sector. Under a special heading "Schindler in Asia" it is
mentioned that production of cabins and doors for the standard type

elevators started in Iran in 1974.
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"Ciba-Geigy undertakes research also in the Third World for
new specific products . . . The application of adapted
technologies . . . offers opportunities for labour intensive
processes . , ."
The Sandoz report mentiomns the following major developments:
-plant for large-scale manufacture of copper based fungicides
completed in Brazil.
-manufacturing of industrial chemicals to start in a joint venture
in Venezuela.
-increase in capacity of formulation facilities in India and Turkey.
-work begun on installation of a packaging plant for Ovaltine in

Nigeria.

In the Roche report there is an overview showing that of 17 foreign
subsidiaries producing chemicals, 3 are located in developing countries;
of the 2?4 foreign subsidiaries prcducing pharmaceutics 11 are in
developing countries, and of the 14 producing perfumes and flabours

4 are in developing countries.

The chemical industry's production in developing countries does not appear to be
primarily one of basic chemicals. But as in the case of machinery, a closer analysis
of just where on the product cycle these goods lie is hardly possible
from annual reports. One can, however, venture the surmise that transport
costs and the location of raw materials are if anything an even less
important consideration than for the machinery industry. Sales orientation
and, recently, the effects of the exchange rate of the Swiss franc are
probably the decisive location factors,

Non-metallic Mineral Products Except Petrol and Coal

Holderbank's report indicates that with the exception of Costa Rica,
cement is the only product produoced in the developing countries. 1In
Costa Rica, concrete pipes, concrete bricks and components, reinforced

conorete, and artifioial stone tiles are also produced.
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From Sulzer's annual report one sees that there is a pump factory
in Brazil, where orders for large pumps are dominate. In additi n,
there are subsidiaries in Argentina and Brazil with activities in the
areas of heating and airconditioning technology. In Mexico there is
a further subeidiary active in the field of pumps. (From the context, one
can infr that in all three cases it is a question of production and not
just of selling and servicing.)

In the case of machinery, production in the developing countries
has to do with "product-cycle" goods; but in which range of the maturity
curve these goods belong cannot be determined on the basis of the annual
reports. The reasons for redeployment seem primarily to have been
sales-orientation to local and neighbouring markets. The availability
of cheaper labour takes second place. Recently, the exchange rate of
the Swiss franc has been an additional incentive. Transportation costs
seem to be a minor factor and the location of raw materials, more or less
irrelevant. In the case of metals (Alusuisse), the orientation to raw

materials and transport costs are predominant, however.

Chemi cals

The Ciba-Geigy report shows that all major product divisions have
production sites in the developing countries, though naturally to a varying
degree. The following are some note-worthy details:

—aoquisition of a significant holding in a Brazilian seeds firm.

-mltipurpose plant for stabilizers and an expoxy resin plant brought
into operation in Brazil.

—construction of new pharmaceutical production plant in process in Brazil.

-construction of a new dyes plant begun in Argentina.

-Jjoint venture for the manufacture of pharmaceuticals established in

Iran,

The following passage is taken from the firm's new publioation about
its activities in the developing countries ("Ciba-Geigy in Entwicklungs-
l¥ndern"):
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Shoes

The 1976/77 annual report shows that Bally is involved in tanning
and the production of chemicals in Brazil and Argentina.

Raw materials and transport costs are decisive location factors
in the cases of both Holderbank and Bally, but with Holderbank there

is also a linkage to the local construction sector.

Plans and Intentions of Individual Firms Relevant to Production in
the Developing Countries: Information from the NZZ {April-June 1978)

In 1977 Nestlé acquired the American Alcon Laboratories Inc.
Among the motives for this step is the following: creation of counter-
weights in the highly industrialized countries - market economy
countries - to an otherwise ever increasing dependence on production

in the politically and economically unstable oountries of the Third World.

Alusuisse is increasing internmationalization of its services
potential; negotiations for co-operation with an Indian engineering
firm are far advanoed. The firm is seeking better distribution of real
capital between hard and soft currency countries and to bring the sghare
in the USA up to 50%, for example.

More than a third of Brown Boveri's (BBC) orders come from the
Third World. BBC intends to further strengthen its presence in developing
countries; the company to be established in Samndi Arabia may, besides
marketing, assemblage and maintenanoe, take up local production of
switahgear etc.; exploratory talks with Iram concerning the establishment
of an electro-technical firm; another manufacturing projeot in Peru
in advanced stages of negotiations (electrical machines = generators,

motors, etc.).

Through participating in the Fundisao Munck foumndry, Georg Fischer
has the possibility of becoming imcreasingly active in South Americaj
despite the conviction that production in Switserland has a future,
locations are also to be developed in other countries, with priority
to USA and Japan.
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Hermes aims to redeploy production in part to other countries.
The factory in Brazil is to be further enlarged and co-operation with
the Hungarian licensed partner will be extended.

Oerlikon-Blihrle intends to give more attention to research and
development in all branches, in particular, in order to raise the
competitive capacity of production locations in Switzerland and

Liechtenstein.

After the successful joint venture in Egypt, Schindler has further

such projects planned or underway.

SSIH (Société Suisse pour 1'Industrie Horlogdre) is internationalizing
production in cases where price plays a decisive role; participation

in watch firms in Brazil is being investigated.

Sulzer is extending existing production facilities in Brazil
cautiously and step by step; the lion's share of investments does not
go to foreign countries; there is great emphasias on maintaining jobs
in Switgzerland and on rationalized, many sided and modern production
inside Switzerland.




_ 145 _

BIBLIOGRAPHY

Berweger, G., Investition und Legitimation, Privatinvestitionen in Entwick-
lungsllndern als Teil der schweizerischen Legitimationsproblematik,
Diss., St. Gallen, 1977.

Bettschart, P., Welche Unterstlitzung leistet der Bund dem Exporteur? Lecture
in Zurich, 1977.

Bickel, W., Die Volkswirtschaft der Schweiz, Aarau/Frankfurt am Main, 1973.

Birchler, U.; Wlrgler, H., Die Konjunkturentwicklung wichtiger Auslands-
mirkte und die Reaktionen ausgewihlter Branohen der Exportwirtschaft,
WIF/ETH, Monatsbericht No. 2, 1978.

Blattner, N., Industrieller Aussenhandel, Empirische Beobachtungen im Falle
der Schweiz und theoretische Interpretationen, Weltwirtschaftliches
Archiv, 1977, Heft 1.

Bombach, G.; Kleinewefers, H.; Weber, L., Gutachten Lage und Probleme der
schwei zeri schen Wirtschaft 1977/ 1978, Bericht der Expertengruppe
"Wirtschaftslage", Bern, 1977.

Borner, S., Who has the Right Policy Perspective, the OECD ar {ts
Monetarist Critics?, International Review for Social Sciences,
Volume 32 - 1979 - Fasc. 1/2.

Bornschier, V., Wachstum, Konzentration und Multinationalisierung von
Industrieunternehmen, Habilitationsschrift, Frauenfeld, 1976.

Biichi, R.; Matter, K. (eds.), Schweiz - Dritte Welt, Solidaritit oder
Rentabili tdt? Zurich, 1973.

Ciba-Geigy, Ciba-Geigy in Entwicklungsléndern, Ciba-Geigy Magazine 2/1978.

Donges, J.B., Industrialisierung der Entwicklungslfinder - Ziele und Chancen,
Weltwirtschaft im Ubergang, Kieler Diskussionsbeitrédge, No. 45, Kiel, 1976.

Donges, J.B.; Riedel, J., The Expansion of manufactured exports in developing
countries, Weltwirschaftliches Archiv, 1977, Heft 1.

Entwicklung - Développement, Information Uber Entwicklungspolitik, Ed:
Delegierter des Bundesrates flir technische Zusammenarbeit, EPD und
Handelpabteilung EVD, Bern, various editions.

Pédération Horlogdre Suisse (special working team), Die Schweizerische
Uhrenindustrie in der Sicht der nlichsten zehn Jahre (confidential) 1976.

Fels, G.; Horn, E.J.; Schatz, K.N.; Wolter, F., Analyse der Erfordernisse
und Konsequenzen einer Anpassungsstrategie im Vergleich zu einer Univer-
salstrategie, Endbericht zum Forschungsauftirag des Bundesministers flr
Forschung und Technologie, Kiel, 1976.




_146_

Frdbel, F.; Heinrichs, J.; Kreye, 0., Die neue internationale Arbeits-
teilung, strukturelle Arbeitslosigkeit in den Industrieldndern und
die Industrialisierung der Entwicklungslinder, Hamburg, 1977.

Gerster, R., Schweizerisches Volkseinkommen und Dritte Welt, Aussenwirtschaft
1976, Heft 1.

Gleismann, H.H.; Juhl, P.; Stecher, B., Ukonomische Implikationen der
"Neuen Wirtschaftsordrung", Kieler Diskussionsbeitrige No. 46, Kiel, 1976.

Hill, W., Die Wettbe erbsstellung der schweizerischen Uhrenindustrie
(confidential) Basel, 1977.

Hollenstein, H., Die schweizcrieschen Importe voun Industrieerzeugni ssen aus
Niedriglohnldndern und ihre Auswirkungen auf die Struktur des
industriellen Sektors der Schweiz, W'IF/E'I'H Monatsbericht WNo. 8, 1977.

Horn, E.J., Technologische Neuerungen und internationale Arbeitsteilung,
Tibingen, 1976.

ICME, An Analysis of Constraints to Industrial Co-operation and a Proposal
for an International Investment, Arbitration and Guarantee-Scheme for
UNIDO/UNCTAD 1978.

Iffland, C.; Stettler, A., Les investissements industriels suisses au
Brésil, Lausanne, 1973.

Iffland, C.; Galland, A., Les investissements industriels suisses au
Mexique, Lausanne, 1978.

Jolles, P.R., Die Schweiz in den Bestrebungen nach Neuordnung der internationalen
Wirtschaftsbeziehungen, Schriften des Vororts, No. 11, 1977.

Jonas, R.; Tietzel, M. (eds.), Die Neuordnung der Weltwirtschaft, Bonn/
Bad Godesberg, 1976.

Jirgensen, H., Die schweizerische Metall- und Maschinenbauindustrie, Pilot-
studie (confidential), Hamburg, 1975.

Kleinewefers, H., Finf Jahre flexible Wechselkurse: Erfahrungen und Probleme,
Lecture, St. Gallen, 1978.

Kleinewefers, H.j Pfister R., Die schweizerische Volkswirtschaft, Frauenfeld,
1977.

Kneschaurek, F., Arbeitsgruppe Perspektivstudien, Entwicklungsperspektiven
der schwei zerischen Volkswirtschaft bis zum Jahr 2000, Teil 3, Branchen-
missige Entwicklungsperspektiven, Band 1, St. Gallen, 1971.

Kneschaurek, F., Gesamtwirtschaftliche Entwicklung, Mitteilungen des St. Galler
Zentrums fUr Zunkunftsforschung No. 5, 15 March 1978.

Kommi ssion schweizerischer Entwicklungsorganisationen: Entwicklungsland Welt,
Entwicklungsland Schweiz, Basel, 1975.




7

-147 -

Leisinger, K., Arbeitslosigkeit, Direktinvestitionen und angepasste
Technologie, Zur Investitionspolitik multinationaler Unternehmungen
in der Dritten Welt, Diss., Bern, 1975.

Lévy, P., Die Schweiz in der Weltwirtschaft, Aktuelle Tendenzen des Welt-
handels und der Beziehungen zur Dritten Welt; das schweizerische
Verhalten gegenliber diesen Tendenzen, Lecture, Baden, 1977.

Maillat, P., Transfert d’emplois vers les pays qui disposent d'un surplus
de main d'oeuvre comme alternative aux migrations internati onales, Le
cas de la Suisse, ILO, Geneva, 1977 (especially Volume IIT which
contains the results of a questionnaire).

Mast, H.J., Finanzplatz Schweiz - Fluch oder Segen? Schriftenreihe der
Schweizerischen Kreditanstalt, Heft 42, 1977.

Mennes, L.B.M., Adjustment of industrial structure of devel oped economies
in particular the Netherlands, Rotterdam, 1978.

Meyer-Marsilius, H.J., Die Fdrderung des schweizerischen Exports, Mitteilungen
der Bundesstelle flir Assenhandelsinformation, May 1977, No. BM 120,

Michalsky, W., Industrialisierung und Strukturpolitik, Kebschull, Michalsky,
Scharrer, Die neue Wirtschaftsordnung, Hamburg 1977.

Michalsky, W., Die neue Weltwirtschaftsordnung - Konzept, Ykonomische
Implikationen und wirtschaftspolitische Konsequenzen, Hamburger Jahrbuch
filr Wirtschafts- und Gesellschaftspolitik, Tibingen, 1976.

Nestlé Alimentana S.A., Nestlé in the developing countries, Vevey, 1975.
Nydegger, A., Vier Teilberichte zur Textilindustrie, Teil 1, St. Gallen, 1978.
OECD, Etudes économiques : Suisse, April 1978.

Peter, H.B.; Hollenstein, H.; Handelsstr®me Schweiz - Dritte Welt, Studien
und Berichte aus dem Institut flir Sozialethik des Schweizerischen
Evangelischen Kirchenbundes: - Die Regionalstruktur des schweizerischen
Handels mit der Dritten Welt, 1976; - Handelamnlenkung zulasten der
Dritien Welt als Auswirkung des allgemeinen Zollabbaus, 1977.

Prader, G., Working paper.

Rehsche, G., Schweizerisohe Aussenwirtschaftspolitik und Dritte Welt, Ent-
wicklungspolitische Beitrlge 8, April 1977.

R4hl, F., Studie Uber die mittelfristigen Aussichten der schweizerischen
Wirtschaft, Vorort des Schweizerischen Handels- und Industrievereins,

1971.

Rogge, P.G., Weltwirtschaft im Strukturwandel, Besters, H., Eine neue Ordnung
der Weltwirtschaft? Die zukunftige Zusammenarbeit swischen Rohstoff-
und Industriellindern, Gespriéche der List-Gesellschaft N.F., Band 1,
Baden-Baden, 1975.




']

- 148 _

Senghaas, D., Weltwirschaftsordnung und Entwicklungspolitik, Plddoyer fYr
Dissoziation, Frankfurt, 1977.

Schatz, XK.W., Stru}:*urwa.ndel in einer aussenhaldensorientierter. hochindustriellen
Wirtschaft, WIF ETH "Studien", No. 137, December 1975,

Schatz, K.W., Der irternationale Strukturwandel, Problem» ies Strukturwandels
und der Strukturgolitik, Kieler Sonderdrucke No. 49, "ib. -en, 1977.

Schuhmacher, E., Neue _nternationale Ordnung, Krise oder Chance? Dlisseldorf,
1976.

Schweizerische Bankgescllschaft, Aus welchen Griinden wird in der Schweiz
investiert? Ergebnisse einer Sonderumfrage der Schweizer.schen Bank-
gesellschaft vom !"irz 1978 tber die Investitionsmotive der Schweizer
Wirtschaft, Konjunkturpanorama, Sonderausgabe.

Schweizerische Bankgesellschaft, Die grssten Unternehmen der Schwei z, various
edi tions, Zurich.

S5t. Galler Zentrum flr Zukunftsforschung, Mitteilungen, various editions.

S5t. Galler Zentrum f4r Zukunftsforschung, Die Ausbildungsstruktur der

schwei zeri schen Wohn- und Erwerbsbevdlkerung, Mitteilungen G2z,
15 March 1977, No. 3 &nd 15 December 1977, No. 4.

Stalder, P., Die Rolle des Aussenhandels in der Rezession, WIF/ETH Monats-
bericht No. 4, 1977.

Strukturwandel in der schweizerischen Industrie, Berichte der K¢ junktur-
forschungsstelle "Studien", Sonderbericht No. 137, December 1976.

Swiss Federation of Commerce and Industry (Vorort), Forschung und Etnwicklung
in der schweizerischen Privatwirtschaft, Bericht zur Erhebung des Vororts
im Jahre 1976, Zurich and Basel, 1978.

Swiss Federation of Sommerce znd Industry (Vorort), Enqu®te betr. Mittlere
und kleinere Fabrikunterrehmungen, Zurich, 1975.

Ulmi, K., Working paper.

UNCTAD IV, New Directions ancd Mew Structures for Trade and Development,
Report by the Secreta~y—General of UNCTAD to the Conference, TD 183,
Nairobi, 1976.

UNIDO, The Redeployment of Ir.ductries from Developed to Developing Countries,
document ID/B/190, Apri: 1977.

UNIDO, Industrial Redeployment Tendencies and Opportunities in Swi tzerland,
UNIDO Working Papers vn Stru:tural Changes, No. 7, May 1979.

UNIVAC Herbsttagung, 1977, Die Sclweizer Wirtschaft im Spannungsfe.d der
Weltwirtschaft, Differ.nt cor “erences.




_149_

Volkholz, K., Standortplanung in multinationalen Unternehmen, Standort-
politik und Unternehmensplanung, Beitrige zur Unternehmensflihrung,
Band II, Ed., Prognos, Basel, 1975.

WIF/ETH, Konjunktur, Analysen und Prognosen, Monatsberichte des Instituts
fiir Wirtschaftsforschung, ETHZ, various editions.

Winterberger, G., Die Schweiz im internationalen Wettbewerb, Schriftenreihe
des Vororts, No. 13, 1978 and Schweizer Monatshefte, Heft No. 4,
April 1978.

Winterberger, G., Die Zusammenarbeit von Staat und Privatwirtschaft bei der
Exportf¥rderung, Schriftenreihe des Vororts, No. 3, 1976.

Wirtschaftsf¥rderung (Gesellschaft zur Fdrderung des schwei zerischen
Wirtschaft, Zurich), Referentenkurs Yiber privatwirtschaftliche
Tatigkeit in Entwicklungslindern, 1976.









