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Doing Business in Switzerland    Introduction

Switzerland is the leading economy in terms of 
competitiveness according to the World Economic 
Forum’s Global Competitiveness Report 2015–
2016. This ranking reflects the major advantages of 
Switzerland as a business hub. Switzerland is not 
only very attractive from a tax standpoint and a 
first class location for research and innovation; it 
also offers an excellent regulatory  environment for 
companies and individuals alike. Thus, Switzerland 
is highly attractive to foreign investors and compa-
nies looking either to invest or to establish a pres-
ence here in the center of  Europe. Still, even in a 
very liberal environment, due consideration needs 
to be paid to the legal framework.

This brochure provides an overview of the regula-
tory environment for investment in Switzerland. 
What are the particular advantages of the Swiss tax 
system when compared internationally and what 
adjustments are expected under the Corporate Tax 
Reform III? What must be taken into account when 
setting up a company in Switzerland? What needs 
to be considered in innovation management and 
how can intellectual property be effectively pro-
tected? The acquisition of property in Switzerland 
by foreign residents is subject to certain restric-
tions. Which issues should be taken into consider-
ation when investing in and developing properties? 
Swiss labor laws are among the most liberal in 
Western Europe, but nevertheless, some manda-
tory rules have to be observed. Switzerland has a 
highly advanced social security system. What are 
the possible pitfalls in an international context? 
What permits are required by foreign employees to 
enable them to work here in Switzerland?

This brochure provides first insights to these ques-
tions. It offers an overview of these issues, but it 
can in no way replace competent advice consider-
ing the specific circumstances. The specialists at 
VISCHER would be pleased to discuss the details of 
your particular situation with you. 



Introduction

Dr. Benedict F. Christ
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Doing Business in Switzerland    The Attraction of Switzerland from a Tax Perspective

From a tax perspective, Switzerland offers an at-
tractive environment for both companies and indi-
viduals. Some of the advantages, limitations and 
imminent proposed changes in the Swiss taxation 
system are highlighted below.

A

Switzerland in  
an  International 
 Comparison 

Switzerland continues to rate well in an interna-
tional comparison of tax rules for both corporations 
(see chart 1) and individuals (see chart 2 for highly 
qualified employees).

The effective tax burden for companies in Switzer-
land in 2015 ranged between the cantons from 
10 % to 24.2 %, demonstrating the intercantonal 
tax competition. We use the effective tax burden as 
our reference point because in Switzerland busi-
nesses can deduct taxes from their taxable profits 
as commercially justified expenses.

Nevertheless, in Switzerland as elsewhere, frequent 
adjustments must be made to the tax environment 
to ensure it remains attractive. 

Currently, Switzerland is working on the Corporate 
Tax Reform III. In the course of this reform, by 
2018 the existing cantonal tax privileges should be 
replaced by general tax concessions.

  

I  The Attraction of Switzerland from  
a Tax Perspective

Nadia Tarolli Schmidt and Christoph Niederer

 Reduced tax burden  Sharply reduced tax burden  Increased tax burden  Sharply increased tax burden

Tax rate 2015 (as %). The figures above the columns represent the changes compared to the BAK Taxation Index 2013 (as %). 
Source: BAKBASEL, ZEW 
For Switzerland, the effective tax burden has been calculated for the capital of the canton; for the other locations it has been 
calculated or the (economic) capital of that region. If more than one region has been considered within one country the EATR  
is shown for the median. Source: BAK Taxation Index 2011, BAKBASEL und ZEW
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Doing Business in Switzerland    The Attraction of Switzerland from a Tax Perspective

B

The Swiss Taxation 
 System

In Switzerland, the federal, cantonal and municipal 
governments all have the power to raise taxes. 
While federal taxes are the same throughout 
 Switzerland, the fiscal sovereignty of the cantons 
and municipalities over individuals and corpora-
tions creates tax competition between the individ-
ual cantons.

Corporations and individuals are taxed differently. 
Corporations must pay tax on earnings and profits, 
while natural persons are subject to income and 
wealth taxes. In addition to these direct taxes, 
there are also  var ious indirect taxes such as value 
added tax, real estate taxes, inheritance taxes, gift 
taxes, stamp duties and withholding tax.

C 

Legal Security via  
Tax Rulings

In Switzerland, it is possible to have the tax impli-
cations of a proposed transaction and its tax impli-
cations appraised by the tax authorities in advance 
(for example, in a corporate restructuring or suc-
cession planning). These so-called advance rulings 
are binding and are generally issued within a few 
weeks. This practice makes Switzerland’s tax sys-
tem unique. Such rulings provide  businesses and 
private individuals with the necessary security to 
engage in tax planning. The ruling is binding on the 
tax authorities provided that the factual circum-
stances and the relevant statutory law underlying 
the ruling remain unchanged. That is why it is espe-
cially important to present the planned transaction 
correctly and completely. These Swiss rulings are 
not the internationally criticized tax co-operation 
agreements, but exist to deliver binding interpreta-
tions of the applicable law, thus providing the tax-
able person with legal certainty.

 Reduced tax burden  Sharply reduced tax burden  Increased tax burden  Sharply increased tax burden

Tax rate 2015 (as %) for a single person with no dependants with an income after tax of EUR 100’000 (EUR exchange rate: 
 average for the years 2011-2014 to the base price from 2010).
The figures above the columns represent the changes compared to the BAK Taxation Index 2013 (as %). Source: BAKBASEL, 
ZEW.
For Switzerland the effective tax burden has been calculated for the capital of the canton; for Belgium, Denmark, Finland, Italy, 
Norway and Sweden, it has been calculated for the capital of the country.
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Doing Business in Switzerland    The Attraction of Switzerland from a Tax Perspective

D

Corporations

1 Tax Reductions

Upon a move to Switzerland, or when establishing 
a new legal entity, tax relief or even exemption is 
granted in certain circumstances, at both federal 
and cantonal levels.

Tax relief for direct federal taxes is available to in-
dustrial companies and production-related service 
providers, whose products are innovative or of high 
added value, are politically significant in the region, 
and who create jobs. Relief is, however, only avail-
able in certain regions and cantons, and is limited 
to a maximum of ten years.

In addition, tax relief is available for cantonal and 
municipal taxes, which, depending on the circum-
stances, can be obtained cumulatively or alterna-
tively to federal arrangements. The requirements 
vary from canton to canton but in all cases evi-
dence of job creation is a key to qualification for 
concessions.

2 Tax Privileges and Corporate Tax 
Reform III

Switzerland has, for the time being, different types 
of tax privileged companies. These include holding 
companies and management companies (also 
known as mixed companies, domiciliary companies 
or auxiliary companies). In these privileged compa-
nies the foreign income is taxed advantageously 
compared to domestic income. 

To keep Switzerland attractive as a business loca-
tion and to adjust the tax regulations to interna-
tional standards the Federal Council is planning the 
Corporate Tax Reform III. This reform is expected 
to come into force at the beginning of 2018. Four 
main measures are planned. 

a) Cantonal tax privileges

The preferential tax treatment of holding compa-
nies and management companies will be abolished 
which will result in foreign income being taxed the 
same as domestic income from 2018. 

Until the end of 2017, foreign investors can still 
take advantage of the existing tax privileges for 

holding and management companies. Swiss com-
panies or permanently established operations of 
foreign companies are entitled to the holding privi-
lege if their purpose is to hold interests in other 
companies. In addition, either two thirds of the 
company’s assets must consist of investments or 
two thirds of the income must originate from in-
vestments. Holding companies are exempted from 
cantonal income tax and pay only a reduced capital 
tax. The only exception is the income from Swiss 
real estate. Thus, the effective tax rate of a holding 
company is basically 7.83 %.

Until the end of 2017, management companies, 
which are companies whose business is predomi-
nantly foreign-based, can benefit at the cantonal 
level from extremely low tax on profits and from 
reduced capital tax. Typical examples of mixed 
companies are trading companies or asset man-
agement companies. For management companies, 
the effective total tax burden, depending on  
the location and business activities, is between 
 approximately 8 and 14 %.

b) Cantonal income tax rate reductions

Simultaneously with the Corporate Tax Reform III, 
the cantonal income taxes should be reduced from 
2018. This tax cut will vary from canton to canton. 

c)  New Regulations for Mobile Revenues 
(Patent Box)

With the so-called patent box, from 2018 income 
from intellectual property rights (such as patents, 
trademarks, licenses) and other similar rights 
would be separated from the other income of a 
company and taxed at a reduced rate. The patent 
box is designed for companies that deal with the 
management of intangible assets and technical 
 innovations. Revenue attributable to research and 
development efforts in Switzerland will enjoy tax 
relief. It is expected that tax on such revenues will 
amount to around 10 %. 

Canton Nidwalden already has a comparable licence 
box. Along with the federal tax, the effective tax 
burden in the Nidwalden Licence Box is only 8.8 %. 
In addition, these companies benefit from the fact 
that provisions for research and development costs 
are not limited. This Licence Box will be replaced  
by the patent box as part of the Corporate Tax 
 Reform III.
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Doing Business in Switzerland    The Attraction of Switzerland from a Tax Perspective

In addition to the patent box, as part of the Corpo-
rate Tax Reform III there is a proposal to encour-
age research and development should be encour-
aged by allowing deductions for corresponding ex-
penses of up to 150 %. Within this limit, the cantons 
would determine the effective amount of the de-
duction.

d) Principle of Disclosure of Hidden Reserves

The Corporate Tax Reform III should facilitate the 
influx of business from abroad. New from 2018, 
taxpayer’s unrealized reserves can be disclosed 
when moving to Switzerland. Since there was no 
tax liability before the arrival in Switzerland, there 
would be no liability to Swiss income tax on the 
realization of hidden reserves accumulated prior to 
immigration. Therefore, the hidden reserves, in-
cluding the internally generated goodwill (econom-
ic value added), are disclosed in the tax statement 
at the time of immigration and written off against 
profits tax in the following years according to stan-
dard depreciation rates. The rule is a mirror image 
of what already applies in cases of tax emigration. 
Currently on the emigration of a company, hidden 
reserves are taxed.

3 Value Added Tax

At 8 %, Swiss value added tax is the lowest when 
compared to its neighbors in the European Union. 
Moreover, because of differences in how certain 
terms are defined in Switzerland and the European 
Union, very favorable outcomes can be achieved. 
Holding companies can, since 2010, also claim in-
put VAT as the holding of stakes is recognized as an 
operational activity.

E

Individuals
With regard to the taxation of individuals, there are 
three interesting features: Partial taxation, the 
possibility of lump-sum taxation, and the newly 
introduced capital contribution principle.

1 Partial Taxation

Shareholders who operate their company as a cor-
poration (AG/GmbH) or cooperative are generally 
subject to a double tax burden as the company is 
taxed on profits realized, and any dividends the 

company pays out will also be taxed at shareholder 
level. This multiple tax exposure can be countered 
by means of the partial income procedure, or par-
tial taxation. Dividend earnings which a person 
 receives on a shareholding in a corporation or a 
cooperative are subject to a reduced tax burden, 
providing the size of the shareholding represents at 
least 10 % of the total.

This rule applies not only to federal taxes but is 
 applied, using different methods and to varying 
degrees, by nearly all cantons. At federal level, the 
reduction amounts to 40 % (shareholdings as pri-
vate assets) or 50 % (shareholdings as commercial 
assets). At the cantonal level, the reductions are 
similar.

The reductions apply not only to earnings from 
Swiss companies but also to earnings of foreign 
domiciled companies.

The privileged taxation of dividend income leads to 
a situation where it may be more interesting for 
shareholders to receive dividends rather than 
 salary. In addition, dividends are not subject to 
social security contributions. The practice and case 
law of the social security authorities have however 
set certain limits and require that a minimum 
 salary be paid which remains subject to social 
 security contributions.

2 Taxes on Expenses

In the case of lump-sum or flat-rate taxation, 
 taxable income and assets are not determined ac-
cording to the actual situation, but on a lump-sum 
basis. The decisive factor is the living costs in 
 Switzerland as they are easier to verify than the 
 detailed situation of the persons concerned. In this 
way foreign tax payers can achieve a lower tax bur-
den and in addition, can avoid disclosing details of 
all their income and assets. Lump-sum taxation can 
be requested by natural persons who are taking up 
residence in Switzerland for the first time, or who 
have lived abroad for at least ten years. This is con-
ditional upon no active gainful occupation being 
performed in Switzerland. This option is only avail-
able to Swiss citizens in the year they move to 
Switzerland whereas foreign nationals are not sub-
ject to any time-limit.

Most cantons recognize a minimum basis for making 
an assessment or a minimum tax amount. In some 
cantons lump-sum taxation has been repealed.
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Doing Business in Switzerland    The Attraction of Switzerland from a Tax Perspective

3 Capital Contribution Principle

The capital contribution allows a company to repay 
capital surplus contributed by a shareholder in a 
corporation or a cooperative without any income or 
withholding tax liability regardless of whether such 
investments were made in the form of equity or 
were credited to the reserves. The fact that with-
holding tax is waived in these cases may be of par-
ticular interest to foreign investors. This rule ap-
plies regardless of whether the repayment flows to 
the shareholder who originally paid for the shares 
or to a new shareholder. What is important is that 
the investments are recorded separately from 
other reserves in the accounts and that the tax 
authorities are notified of any changes in these 
amounts within the prescribed time limits.

F

International 
 Cooperation

Switzerland’s extremely well developed network of 
double taxation treaties is constantly expanding 
and currently stands at more than 90. A number of 
treaties are also currently being renegotiated 
where, on one hand an expanded information 
clause is being adopted and, on the other, the Swiss 
government is seeking to obtain a complete ex-
emption from foreign taxation at source for inter-
est, royalties and dividends.

Swiss (and European) companies can also benefit 
from the Agreement with the European Union on 
the taxation of interest with respect to the tax 
treatment of interest, royalties and dividends. Pro-
vided the necessary conditions have been met, tax 
at source is waived on such payments.

G

Conclusion
Switzerland should clearly be at the top of your 
short list if you are considering making invest-
ments or relocating abroad. It has a moderate tax 
burden which makes it a favorable tax regime for 
both corporations and individuals. In addition there 
are specific avantages available depending of the 
type of subsidiary or business type involved.
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Doing Business in Switzerland    Company Law in Switzerland

Swiss company law offers flexibility and a wide 
range of options when setting up a business. The 
formal requirements are relatively low and regis-
tration, if required, can be obtained quickly.

A

The Various Forms of 
Companies 

The most common type of company in Switzerland 
is the sole proprietorship where an individual oper-
ates a business with full personal liability. If sev-
eral individuals join together to form a company, 
they are required to adopt one of the legal forms 
provided for by Swiss company law. Establishing in, 
or relocating a company to, Switzerland in a foreign 
legal form is therefore not allowed. For foreign 
 investors, the two types of capital corporations 

(Kapitalgesellschaften) are the most important: 
the joint stock company (Aktiengesellschaft or AG) 
and the limited liability company (Gesellschaft mit 
beschränkter Haftung or GmbH).

Foreign companies may also set up branches in 
Switzerland although, in practice, this is more 
time-consuming and requires more documentation 
than establishing a new Swiss company.

  

II Company Law in Switzerland

Dr. Benedict F. Christ

Data source: Federal Commercial Registry Office (FCRO), 
as per 1st January 2016

 Sole proprietorship

 General partnership

 Limited partnership

 Joint stock company

 Limited liability company

 Cooperation

 Association

 Foundation

 Subsidiary

 Foreign subsidiary

 Other forms of organization
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Doing Business in Switzerland    Company Law in Switzerland

B

Capital Corporations 
(Kapitalgesellschaften)

1 General

Two legal forms of company fall under the category 
of capital corporations in Switzerland, namely the 
joint stock company (AG) and the limited liability 
company (GmbH). 

Both the AG and the GmbH must be formed by at 
least one founding partner before a notary public. 
The company founders are not required to appear 
personally and may be represented through power 
of attorney. They can be either individuals or do-
mestic or foreign corporations. 

The time needed to form a company depends pri-
marily on how quickly the company founders can 
provide the necessary documentation (such as an 
excerpt from the commercial register of the foreign 
parent company or notarized signatures) and pay in 
the equity capital. It normally takes one to two 
weeks from notarization before a public notary to 
registration in the commercial register and publica-
tion in the Swiss Official Gazette of Commerce. 
Anyone acting on behalf of a company prior to pub-
lication is personally liable.

At least one person with residence in Switzerland 
must have legal capacity to act on the company’s 
behalf without any restrictions. This person can be 
a member of the board of directors, an executive or 
any other duly empowered person and can have 
sole authority to sign or be joint signatory with 
 another Swiss resident. 
 
Both these corporate legal forms have minimum 
capital requirements (CHF 100,000 for a joint stock 
company and CHF 200,000 for a limited liability 
company). The liability of partners is limited to the 
amount of their capital contribution. Shareholders 
of a joint stock company or partners of a limited 
liability company cannot be held personally liable 
beyond this amount. The distinction is blurred in 
practice, when banks and other creditors require 
collateral from the company’s equity holders. Fur-
ther, Swiss law applies the doctrine of lifting the 
corporate veil when the company’s equity holders 
commit an abuse of rights.

Equity capital can be paid in cash. The money must 
remain in a savings account until the formation is 

completed. So-called qualified company formations 
are also possible, where company founders can 
make their equity contributions in kind (with 
 machinery and inventory etc.). The requirements 
for doing so include concluding an in-kind contri-
bution agreement and presenting evidence docu-
menting the intrinsic value of the contributed 
item(s).

A corporation can increase or reduce its equity 
capital at any time by following a strict formal pro-
cedure. For a joint stock company, the general 
meeting of shareholders can either itself pass a 
resolution calling for an increase in capital or it can 
authorize the board of directors to exercise its dis-
cretion in deciding a capital increase within pre-
scribed parameters and within a maximum period 
of two years. Current shareholders generally have 
a right of subscription, which can be withdrawn for 
cause (e. g., in order to enable an acquisition or 
where employees have been issued with stock).

Except for a few scattered provisions, Swiss law 
does not have a specific statute or set of laws 
 addressing groups of companies. This can be seen, 
for example, in the responsibility placed on com-
pany boards. A member of the board of directors 
must always act in the interests of the company. 
Thus, a measure which disadvantages the company 
cannot be justified by the fact that it was ordered 
by or was in the interests of the (foreign) parent 
company.

2 Special Features of a Joint Stock 
 Company

The legal form of a joint stock company is intended 
for large-sized companies with high capital require-
ments. 

Joint stock companies can be publicly listed. Listing 
requirements are individually set by the relevant 
stock exchanges within their self-regulatory frame-
work. As a rule, companies must apply interna-
tional accounting standards, appoint state super-
vised auditors and have a minimum capital as well 
as be able to ensure the marketability of their 
shares.

The shares of unlisted companies can also be sold 
freely by transfer or endorsement. However, the 
articles of incorporation can limit the transferabili-
ty of a company’s shares. In the case of unlisted 
companies, the articles of incorporation can base a 
restriction on share transferability on any signifi-
cant grounds. Further, a transfer can be refused 
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without stating the reasons where the company 
ensures that the shares are purchased from the 
seller at their full value.

More far-reaching transfer restrictions or obliga-
tions and the imposition of additional rights and 
obligations on shareholders of a joint stock com-
pany are only possible under a shareholders’ agree-
ment. Such agreements, however, are binding only 
on the shareholders, not the company, and do not 
render contractually non-compliant transfers null 
and void.

Contrary to the owners of a limited liability com-
pany, the identities of shareholders of a joint stock 
company are not published in the commercial reg-
ister (this is why it is called a société anonyme in 
French).

In the absence of a resolution to the contrary, the 
appointed members of the board of directors jointly 
manage and oversee the company. The general 
management can be delegated to one or more ex-
ecutives. Even in the case of delegation, the board 
of directors retains its responsibility for the ulti-
mate supervision of the company and all associated 
non-delegable tasks, and remains liable for any 
breach, e. g., failure to properly perform its super-
visory functions.

Generally, in the general meeting of shareholders 
all decisions are taken by a majority of votes cast; 
particularly important resolutions require a two-
thirds majority (e. g. a change in the company’s 
purpose or the relocation of its registered head-
quarters). The articles of incorporation can require 
higher majority voting thresholds. All company 
owners must be treated equally in accordance with 
their ownership quotas, whereby minority owners 
have only very limited protection. 
 

3 Special Features of a Limited Liability 
Company 

The legal form of a limited liability company is es-
pecially intended for small and medium sized com-
panies and so requires an equity capital of only  
CHF 20,000 for its formation.

As is the case with joint stock companies, the lim-
ited liability company has sole liability for its debts; 
recourse against the equity holders is not possible. 
Unlike a joint stock company, however, the articles 
of incorporation can impose obligations requiring 
the equity holders to pay in additional capital or to 
perform additional ancillary obligations. If the lim-

ited liability company is unable to continue to func-
tion without an injection of capital or new equity 
capital is required for specific activities, the equity 
holders are obliged, if such an obligation was 
agreed upon, to provide the new capital (to a max-
imum of twice the value of the existing capital). 
Typical examples of ancillary obligations set out in 
the articles of incorporation are the obligation to 
supply or purchase goods and the obligation to per-
form certain services for the benefit of the com-
pany.

In the absence of any rules to the contrary, the 
general management of a limited liability company 
is delegated to all of its members. In contrast, 
shareholders of a joint stock company are not au-
tomatically empowered to act in the name of the 
company.

The law allows comprehensive restrictions on the 
transferability of quota shares. Unlike a restriction 
on transferability contained in a shareholders’ 
agreement, a restriction on transferability provid-
ed for in the articles of incorporation of a limited 
liability company is also binding on the company 
and can therefore be more easily enforced. In 
 addition, the articles of incorporation of a limited 
 liability company can impose a non-competition 
clause on its members.

C

Other Legal Forms  
of Companies

In addition to joint stock companies and limited 
 liability companies, Swiss law recognizes other 
forms of business undertakings. 

1 Partnership

There are simple partnerships (einfache Gesell-
schaft), general partnerships (Kollektivgesellschaft), 
and  imited partnerships (Kommanditgesellschaft).
 
A simple partnership arises independent of a 
 formal agreement where several people jointly 
pursue a common objective. They have great prac-
tical importance. Examples include consortia of 
construction companies, partners in a joint venture 
or parties of a shareholders’ agreement. Partners 
in a simple partnership are personally and jointly 
liable for all debts arising out of the joint project. 
Unless otherwise agreed, decisions are taken 
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unanimously, each partner can exercise full man-
agement functions and profits and losses are 
shared equally. A simple partnership is not regis-
tered in the commercial register.

In a general partnership, individuals carry on a 
commercial business together. The partners are 
personally  liable for all debts of the partnership. 
Advantages of the general partnership include: no 
double tax liability for the partners, no minimum 
capital requirements, easy company formation and 
administration.

The limited partnership is the forerunner of mod-
ern-day corporations. There are two categories of 
partners: those who participate in the business as 
investors but are not involved in the business’s 
management (limited partners) and those who 
 actually run the business (general partners). Lim-
ited partners are only liable for the payment of 
their capital contribution, and are not liable for any 
further losses of the company. General partners 
are liable, in the same way as partners in a general 
partnership, for all debts of the limited partnership. 
General partners must always be individuals which 
is why Swiss Law, unlike German law, does not offer 
the legal form “GmbH and Co. KG”. 

2 Other Legal Persons

Swiss law recognizes other legal entities, namely 
associations, foundations, cooperatives, and com-
panies under the Collective Investment Schemes 
Act.

Associations are formed for non-commercial and 
non-profit purposes. They typically comprise social 
clubs, scientific societies or charitable associa-
tions. Professional and industry associations are, 
for example, usually organized as associations. 
Often umbrella organizations of international ser-
vice providers, responsible for strategic orientation 
and quality improvements, are organized as Swiss 
associations. 

To qualify as a foundation, assets must always be 
donated for a defined purpose and those assets 
may only be used in accordance with said purpose. 
There are also a few corporate foundations where 
the assets consist of a business. However, the 
 restrictions on the foundation’s purpose can 
 significantly hinder the strategic growth of a busi-
ness.

A cooperative is established when an unlimited 
number of people come together to pursue, through 

their own efforts, a common commercial purpose. 
Typical examples in Switzerland are retail coopera-
tives or building cooperatives. Cooperatives often 
have social entrepreneurial goals. Many insurance 
companies which were previously organized as 
 cooperatives have since restructured themselves 
into joint stock companies. 

Further legal forms of companies are: the limited 
partnership for collective investments, the fixed-
capital investment company (Investmentgesell-
schaft mit festem Kapital or Société d’investissement 
à capital fixe, SICAF), and the variable capital 
 investment company (Investmentgesellschaft mit 
variablem Kapital or Société d’investissement  
à capital variable, SICAV). 

D

Corporate Governance
Corporate governance principles are aligned with 
shareholder interests and strive for transparency, 
free expression of will and a good balance of checks 
and balances. In this process the judgment and ef-
ficiency as well as the long-term and sustainable 
growth of corporate value is to be guaranteed and 
safeguarded. A good guideline is the Swiss Code of 
Best Practice for Corporate Governance, issued by 
the industry association “Economiesuisse”.

Special corporate governance rules apply to listed 
companies. Listed companies must initially comply 
with the corporate governance directive of their 
stock exchange. In addition there are the rules 
against excessive remuneration in listed compa-
nies. According to these rules, the shareholders 
have to vote annually on the total compensation 
(base salary and bonus) of the Boards and manage-
ment. Further, the members of the Board are all to 
be individually elected every year. A so-called stag-
gered board for defence against activist sharehold-
ers is therefore not permitted. The company may 
not pay board members or the management any 
joining premiums (golden handshake) or severace 
payments (golden parachute) or premiums on cor-
porate aquisitions or divestitures. Any violations of 
these rules are subject to criminal prosecution.
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E

Commercial Register
Publicly accessible commercial registers are 
 intended to protect legitimate business and foster 
a safer environment for transactions. The commer-
cial register provides information on a registered 
company’s liability status and who is entitled to 
represent it, as well as information about purpose, 
registered headquarters and articles of associa-
tion. The contents of the commercial register are 
deemed to be public knowledge.

For business owners who run a commercial com-
pany there is an obligation to register, update and 
correct any legally relevant facts.

F

Audits, Accounting
Companies have an obligation to keep records. You 
must annually create a balance sheet and income 
statement and related notes as well as an annual 
report. Moreover, the Board of Directors or man-
agement has to carry out a risk assessment at least 
once a year which should identify and evaluate 
risks. Based on the risk assessment adequate mea-
sures are to be taken.

With the exception of personal corporations, com-
panies are, regardless of their legal form, obliged 
to undergo either a regular or a limited audit. Only 
under certain circumstances can an audit be dis-
pensed with altogether.

The obligation to undergo a comprehensive audit 
exists for public companies, companies with con-
solidated financial statements or where two of the 
following thresholds are exceeded in two consecu-
tive years:
–  Balance sheet assets of CHF 20 million;
–  Turnover of CHF 40 million;
–  An annual average of 250 full-time employ-

ees.
Where the conditions for a comprehensive audit are 
not met, a company must merely undergo a limited 
audit. The company can also opt out of the limited 
audit if it does not have more than an annual aver-
age of 10 full-time employees and all the company’s 
owners agree to waive the audit.

Both individuals and corporations can be appointed 
as auditors. Depending on the size of the company, 
the auditors are subject to different requirements.

G

Restructuring
Swiss law regulates company restructuring in great 
detail. Mergers, de-mergers and spin-offs are 
 permitted, as are changes in legal form. To be valid 
any kind of company restructuring requires com-
prehensive documentation and the consent of all 
company owners and must be registered in the 
commercial register.

The law allows for cross-border restructuring but 
early and meticulous evaluation and planning are 
essential. While with some countries cross-border 
restructuring is relatively simple, in other cases it 
is almost impossible to implement in practice as 
foreign authorities are often not able to issue the 
confirmations required by Swiss law.
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Foreign investors are free to acquire and build real 
estate in Switzerland provided the real estate 
serves a commercial purpose, however, there are 
significant obstacles to the acquisition of residen-
tial property. Planning, building and letting prop-
erty is subject to comprehensive rules.

A

Acquisition of Real 
 Estate by Foreigners 
and Foreign-Controlled 
Companies

1 Restrictions on Acquisition of  
Real Estate

Real estate can be acquired in Switzerland by sign-
ing a notarized acquisition agreement. By acquiring 
shares in real estate companies, real estate can 
also be indirectly acquired without any formal re-
quirements. However, the acquisition of real estate 
in Switzerland by foreigners or foreign-controlled 
companies is subject to certain limitations, particu-
larly where residential property is concerned. In 

contrast, the acquisition of real estate properties 
for commercial purposes (manufacturing facilities, 
offices) does not generally pose any problem. 

After the rules for the acquisition of real estate by 
foreigners has been greatly liberalized the federal 
government (Federal Council) now intends to im-
pose stricter restrictions. If and when such restric-
tions would be imposed is still open. It is currently 
not possible to quantify the impact that a possible 
tightening of restrictions might have on land use, 
construction, the supply of commercial and resi-
dential space and the further development of real 
estate industry returns.

2 Acquisition of Real Estate for 
 Commercial Purposes

The acquisition of real estate for commercial pur-
poses is, under the current law, possible without a 
permit for both domestic and foreign or foreign-
controlled undertakings. Commercial real estate 
includes factory buildings, warehouses and storage 
areas, offices, shopping centers, shops, hotels, 
restaurants, workshops or doctors’ offices. Such 
properties can be used by the owner or be let 
solely as a capital investment.

  

III  Acquisition and Construction of Real Estate  
in Switzerland

Prof. Dr. Peter Hettich and lFelix Kesselring

 

Indirect 

invest-

ments 

Direct  

invest-

ments 

 

Compa-

rison

 

Real estate AG (WUPIX®-A) 

Real estate funds (WUPIX®-F) 

Investment foundations 

(KGAST)

All properties 

Residential 

Office 

Retail 

Industrial

Swiss Performance Index (SPI) 

Govt. Bond (10 Jahre)

 Annual Returns (2005–2014) 

 Highest Lowest Volatility

 23.8 % (2010) – 11.8 % (2008) 13.0 % 

 19.8 % (2009) – 3.5 % (2007) 6.8 % 

 6.9 % (2011) 4.3 % (2005) 0.8 % 

 7.9 % (2011) 5.2 % (2005) 0.8 % 

 7.8 % (2011) 5.3 % (2005) 0.8 % 

 7.8 % (2011) 4.2 % (2014) 1.0 % 

 9.9 % (2007) 5.3 % (2014) 1.3 % 

 9.9 % (2007) 4.5 % (2013) 1.6 %

 35.8 % (2005) – 34.0 % (2008) 20.1 % 

 2.9 % (2008) 0.7 % (2012) 0.9 %

 Total Returns (2005–2014) 

 2005–2014 Annualised 2014

 119.3 % (2010) 8.2 % 13.60 % 

 74.2 % (2009) 5.7 % 15.20 % 

 67.5 % (2011) 5.3 % 5.10 % 

 82.4 % (2011) 6.2 % 5.30 % 

 81.3 % (2011) 6.1 % 6.10 % 

 76.8 % (2011) 5.9 % 4.20 % 

 96.5 % (2007) 7.0 % 5.30 % 

 77.8 % (2007) 5.9 % 4.80 %

 108.5 % (2005) 7.6 % 13.00 % 

 19.6 % (2008) 1.8 % 0.73 %

 

2015*

1.30 % 

1.20 % 

3.60 % 

 

 

 

 

– 2.00 % 

– 0.02 %

* Position: End of September 2015; Information for the direct investments 2015 will only be published after the year end.
Sources: KGAST, MSCI, SNB, Thomson Reuters, Wüest & Partner
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The acquisition of undeveloped land or land re-
serves in the vicinity of a factory building, on the 
other hand, is only possible subject to certain limi-
tations. Undeveloped land can only be acquired by 
foreigners if it is developed within a period of one 
year. Land reserves should not make up more than 
a third (or at most half) of the acquired surface 
area. One way around this restriction is to create a 
commercial purpose for undeveloped land. Is  
it possible for the undeveloped land to be used as a 
storage area? Can a field be leased (for a nominal 
fee) to a local football club?

The construction and letting of homes does not 
qualify as a commercial activity and is therefore 
subject to restrictions for foreigners or foreign-
owned undertakings. Can a foreign property devel-
oper acquire real estate in Switzerland and build 
apartments on the acquired land even if he intends 
to immediately sell them to Swiss buyers? It can be 
difficult to know how to classify individual cases: 
What, for example, still qualifies as a hotel (and 
does not require a permit) and what constitutes  
a vacation home property (requiring a permit)?

3 Acquisition of Residential Real Estate 
by Undertakings

The acquisition of residential real estate by foreign 
or foreign-controlled undertakings (“residential 
real estate companies”) is not permitted.

Both direct investments in real estate and the ac-
quisition of even a single (!) share in a residential 
real estate company are generally not allowed. 
 Investments in real estate property by foreigners 
are therefore only possible to a lesser degree and 
result in reduced control over such investments, 
increased costs arising from possible structural 
changes to investments and relatively cumber-
some administrative procedures.

An investment in residential real estate can, how-
ever, be achieved relatively easily where shares are 
acquired in an undertaking which holds residential 
property in addition to commercial real estate. 
Generally the residential real estate only consti-
tutes a fraction of the surface area owned. A resi-
dential surface area of approximately 20 % is toler-
ated, even extending to 33 % of the surface area, 
depending on the specifics of the case and the 
practice of the competent authorities. The authori-
ties tend to be more lenient in cases of real estate 
portfolios that have grown over time, e.g.,in cases 
involving employee apartments which belonged to  
a factory, or residential property which was part of 

a restaurant or hotel, apartments located at the 
center of a factory site, or in a multi-story commer-
cial property.

It is also possible to invest in residential properties 
in collaboration with one or more Swiss partners,  
e. g., in the context of a joint venture or by acquiring 
shares in the partner company. Such investments 
generally require the Swiss partner to retain effec-
tive control over the joint investment. Where shares 
of a residential property company are listed on a 
Swiss stock exchange, the shares can be acquired 
by foreigners without a permit. Discussions are also 
in progress on tightening this situation as well.  
A listing on a smaller stock exchange (e. g., BX Berne 
eXchange) for this purpose is relatively inexpensive. 
Also tolerated by some authorities is the acquisition 
of non-voting shares (e. g., participation certifi-
cates). However, where foreigners hold more than 
33 % of the voting capital or the capital of a com-
pany, the company is considered to be foreign-
controlled and can therefore acquire no further 
residential property. It is therefore important to 
ensure that even in group corporate structures 
overall effective control remains in Swiss hands. 
Because of the inevitable loss of control for the for-
eign investor it is advisable that several partners 
should be involved to ensure shifting majorities. The 
usual safeguard measures adopted in the context of 
significant investments (such as a preemptive right 
to acquire the stake owned by the Swiss partner, 
shareholder agreements with a qualified majority 
for important decisions) can be almost impossible to 
implement because of the legal restrictions. An-
other effective possibility is an agreement estab-
lishing a right to sell which forces the Swiss partner 
to acquire his or her own stake in the real estate 
company at market value.

So far, only in very rare cases have investments in 
real estate property been approved by the Federal 
Council on grounds of overriding “interests of the 
State”. This occurred, for example, when the Egyp-
tian undertaking Orascom Hotels and Development 
invested in the structurally weak region of Ander-
matt, and when international organizations such as 
the International Athletics Association and FIFA 
acquired real estate.
 

61030_Vischer_Broschuere_Erfolgsfaktoren_EN.indd   20 14.04.16   15:43



21
 

Doing Business in Switzerland    Acquisition and Construction of Real Estate in Switzerland

4 Acquisition of Residential Property by 
Management or Employees

EU/EFTA nationals with residence in Switzerland 
can acquire residential property without restric-
tion. This includes the acquisition of several apart-
ments for investment purposes. EU/EFTA nationals 
who are merely cross-border commuters can also 
acquire a second apartment in the area of their 
place of work. Third-country nationals who are 
 legally resident in Switzerland (as a rule holders of 
B permits) can only acquire one apartment (or a 
detached house) at their place of residence. Never-
theless, currently if they change their place of 
residence they are not required to sell the principal 
apartment but can keep it. However, again there 
are discussions on tightening this up.

Foreigners whose place of residence is abroad are 
generally not permitted to acquire residential 
property in Switzerland. Some cantons allow such 
persons to acquire holiday apartments, and set 
quotas for the number of holiday apartments which 
can be acquired per year and per municipality. In 

some cantons these quotas are never fully used up 
(e. g., in the canton of St. Gallen), but in other can-
tons it is more difficult to obtain a quota (e. g., in 
the canton of Graubünden). In cantons which do 
not have this quota system, the acquisition of resi-
dential property is only possible by moving one’s 
(civil and tax law) domicile to Switzerland. The ac-
quisition of second homes is further restricted due 
to the communal limit of 20 % on all second homes.

5 Circumvention of Restrictions and 
Sanctions

Circumventing the legal restrictions is not recom-
mended. The law applies a purely economic analy-
sis to every acquisition of real estate. Thus, the 
acquisition of residential property by  investing in a 
real estate company with purportedly anonymous 
bearer shares, the appointment of a fiduciary with 
Swiss nationality, the creation of a corporate group 
entity with a convoluted ownership structure, the 
conclusion of perennial or otherwise unusual rental 
agreements, and the  financing of real estate by 

Market prices for condominiums (2nd quarter 2015)

In Swiss francs per square meter net internal area (median)

 Over 5000    4500 bis 5000    4000 to 4500    3500 to 4000    3000 to 3500    Below 3000 
Source: Wüest & Partner, Map basis : swisstopo
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means of unusually high loans are generally re-
garded as illegal. Even establishing a conditional 
preemptive purchase right, to be exercised only if 
and when the Lex Koller is  repealed, appears to be 
inadmissible according to some authorities.

In addition to sanctions under criminal law, circum-
vention of the law results in any real estate sale 
and purchase agreement becoming null and void, 
which in turn results in the unwinding of the trans-
action (and the investment). It is even possible for 
the illegal real estate company to be wound up and 
have its assets confiscated by the State.

Until now this implementation has tended to be 
lengthy so will also be tightened.

6 Accompanying and Securing an 
 Investment

Investments can be made quickly and efficiently 
where they conform to the letter and spirit of the 
law, and early and well prepared contact is made 
with the competent authority with any necessary 
 assurances. If there is any doubt about whether or 
not a permit is required, an application can be 
made to the relevant authority for prompt clarifica-
tion in writing (with limited binding effect) or for a 
declaratory ruling (with binding effect). In such 
cases it is generally important that the first pro-
posal for structuring an investment be perceived by 
the authorities as conforming to the law; subse-
quently submitted “improvements” generally give 
rise to suspicion of either an attempt to circumvent 
the law or an exploitation of any grey  areas.

B

Construction of  
Real Estate Properties

Real Estate construction must respect a number of 
regulations, which are the same for Swiss, foreign-
ers and foreign-controlled companies.

Land use planning regulations specify which zone a 
property is in and what kinds of buildings can be 
built on it. The land use planning regulations show, 
for example, where a shopping center may be built 
and where it may not.

How a building is to be constructed is set out in the 
construction regulations. These provide answers to 
questions such as whether entire plots of land may 

be covered with buildings, the extent to which a 
building extension is possible, the permitted height 
of buildings and their internal layout.
 
How building permit procedures unfold, which au-
thorities are involved and what deadlines are to be 
met, are questions all governed by procedural 
rules.

1 Land Use Planning Regulations

Switzerland is organized as a federal State. Land 
use and planning regulations are found on all levels 
of the state, i. e. federal, cantonal, and municipal. 
The federal regulations only set out the basic 
 principles which are regularly revised. Land use 
planning thus differs from one canton to another 
and from one municipality to the next and is inves-
tor friendly to varying degrees. 

On the basis of relatively general planning guide-
lines the cantons and municipalities have enacted 
zoning plans. These show the area in question di-
vided into land use zones. This enables each plot of 
land to be identified together with its designated 
land use. In the industrial and commercial zones, 
generally only production, storage, and transport 
operations are allowed with residential zones 
 reserved for residential properties. There is a wide 
diversity of zones in Switzerland. Thus, depending 
on the municipality, in addition to center zones and 
core zones, there are zones for holiday homes, 
 office zones, beach zones etc. Some zones are 
 further divided: industrial and commercial zones 
may be divided according to the permitted level of 
noise emissions, residential zones may be divided 
according to the use and maximum height of build-
ings.

It is possible to change the zone of a plot of land.  
To this end, the affected land use plan and, where 
applicable, the master plan may have to be amend-
ed. Procedurally this can be very complicated. As a 
rule, any zoning changes have to be agreed by the 
municipal legislator and subsequently approved by 
the cantonal government.

In addition to general land use plans, special land 
use plans can also be enacted which can deviate 
from the cantonal and municipal regulations and 
stipulate in a binding manner the number, location, 
sizes and type of use and purpose of buildings in 
specifically delineated areas. Special land use 
plans tend to be used most frequently in large 
 development projects. Generally, special land use 
plans allow more intensive use of the land and thus 
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greater returns, although they require concessions 
from the developer, in areas such as energy 
 efficiency, architectural design or the building of 
low-income housing.
 

2 Building Regulations

Building regulations regulate questions such as 
what can or must be built, as well as how it has to 
be built. Given Switzerland’s federal structure, 
building regulations at all levels of the state (fed-
eral, cantonal, municipal) must be complied with.

There are multitudes of building regulations. In ad-
dition to the rules governing building size, distanc-
es and orientation there are technical regulations 
concerning building structure, fire safety (emer-
gency exits etc.), permitted air pollution, the power 
grid connection, insulation requirements and noise 
protection. When constructing a building, there is 
also an obligation to eliminate or remove any con-
tamination from previous activities. In addition,  
a building must meet certain aesthetic require-
ments. Finally, historical building protection regu-
lations often restrict the right to demolish or modify.

3 Procedural Rules

An (ordinary) building permit procedure begins 
with the submission of a building permit application 
to the building authority, which should be accom-
panied by all relevant documents (blueprints, 
 excerpts from the land register, structural calcula-
tions etc.) dependent on the type of project 
planned. Building permit forms can often be down-
loaded from the internet.

After a preliminary review, the building authority 
notifies the public of the building permit applica-
tion. The building authority publishes the appli-
cation and makes the file accessible to the public. 
Generally the demarcation of the site takes place at 
the same time, with poles being erected to show 
the future cubage of the building. During a certain 
period of time (in the canton of Zurich: 20 days) 
affected persons, mostly neighbors, can raise any 
objections they might have with regard to the 
planned construction project. In the case of large-
scale projects, organisations may also raise objec-
tions. Construction can only begin once all objec-
tions have been dealt with. In order to avoid build-
ing delays, it is certainly worth involving parties 
who are likely to raise objections, as well as the 
competent authority, from the earliest possible 
stage of the construction project.

In large-scale projects, the building authorities will 
consult internally with the agencies concerned 
(historical building protection authority, environ-
mental protection agency, fire department etc.) 
and coordinate the proceedings. In construction 
projects which might significantly affect the envi-
ronment (big garages, amusement parks, sports 
stadiums etc.), there is also an obligation to carry 
out an environmental impact assessment (EIA). 
The EIA is supposed to ensure that environmental 
protection needs are taken into account when plan-
ning the construction of buildings. After granting 
the applicant the right to be heard, the building 
authority concludes the permit procedure with  
a building decision (building permit – but with con-
ditions). The authorities can issue an exceptional 
permit in cases where requiring compliance with 
building regulations is deemed unreasonably bur-
densome and failure to comply would not be preju-
dicial to the public interest or the interests of any 
neighbors.

A preliminary ruling can be obtained from the 
building authority prior to filing the building permit 
application. In a preliminary ruling the authority 
decides on the fundamental questions regarding 
the project. During the subsequent building permit 
procedure, items which have already been ad-
dressed in the preliminary ruling are generally no 
longer discussed.

C

Letting of Property
Where a rented property is sold, any rental con-
tracts are generally transferred to the purchaser. 
The list of tenants provides an overview of the 
rental contracts currently in force. The precise 
 details can be found in the relevant rental 
agreement(s). Rental agreements for commercial 
buildings generally run for an extended period 
(e. g., 10 years). In principle, these agreements 
cannot be terminated before the end of the agreed 
lease term. The tenant of commercial premises, 
however, has the possibility of transferring its lease 
to a third party, whereby the tenant continues to be 
liable for a maximum period of two years. The 
 landlord is only allowed to prevent such a transfer 
when he has good cause to do so. It is also possible 
for the tenant to propose a reasonably acceptable 
and willing successor, thereby fully releasing him-
self from the rental agreement before the end of 
the lease term. The legal provisions governing 
 tenancy also set out various rights intended to pro-
tect the interests of the tenant. Under certain 
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 circumstances, a tenant can contest abusively high 
rents and ask the competent authority to extend  
a lease that has been abusively terminated.
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As a research and innovation location, Switzerland 
frequently achieves high ranking in international 
studies, such as those of the World Economic 
 Forum and European Commission. The high degree 
of technological development, labor market effi-
ciency, the effective co-operation between indus-
try and research institutions, as well as effective 
protection of intellectual property rights contribute 
to this outstanding result.

Innovation is a decisive factor for the economic 
success of Switzerland, thus companies require to 
pay close attention to their innovation performance 
– in both internal and external relationships. The 
management of innovation is an important compo-
nent of corporate strategy. The goal is to make the 
company’s innovation performance commercially 
available with the best possible long-term pros-
pects and exclusivity while at the same time pro-
tecting, enforcing and defending it as against busi-
ness partners, competitors and copycats.

A

Innovation Management 
in the Company 

Commercially exploitable innovations start with an 
initial original idea in someone’s mind. It is not only 
the research and development department that 
can produce such ideas; they can come from any of 
the employees of a company. There is also the cre-
ativity of external service providers. Moreover, it is 
often the combination of several people’s ideas 
that culminate in commercially successful products 
or services.

The primary purpose of an effective innovation 
management is to systematically seize ideas and 
develop them into commercially exploitable prod-
ucts or services. Internal guidelines can be used to 

raise employee awareness of the economic impor-
tance of innovation as well as establishing effective 
business processes with the aim of securing the 
company’s long term innovative performance.
  
The rights to the results of work do not automati-
cally and unconditionally belong to the employer. 
According to Swiss law, inventions, designs and 
computer programs that employees create during 
their working hours and in performing their con-
tractual obligations belong to the employer, 
 regardless of whether their intellectual property 
can be protected. However, it requires special con-
tractual agreements for an employer to be able to 
claim rights to work done by an employee outside 
their remit or their actual working hours. Contracts 
also need to provide for any copyrights created 
within the scope of the employment because, apart 
from computer programs, these do not automati-
cally vest in the employer.

Innovation performance can be provided not only 
from within a company but also by external service 
providers (e. g., under a services or development 
agreement). To avoid future conflicts, such collabo-
rations should be carefully regulated, with the con-
tract detailing explicitly who is entitled to the 
emerging intellectual property rights. Rights that 
are relevant to the innovation strategy of the com-
pany should be contractually secured in advance.

Finally, it is often forgotten, especially in start-ups, 
that innovation created by directors, shareholders 
or company members, does not automatically 
 revert to the company so needs to be specifically 
regulated where these bodies and individuals 
 actively contribute to the business and where the 
assignment of intellectual property rights has not 
already been secured in a contract of employment.

  

IV Protection of Innovation in Switzerland

Dr. Stefan Kohler and Dr. Thomas Steiner
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B

Innovation Management 
in Business 

The exchange of innovation between companies 
takes place in the context of various business and 
legal concepts. In the foreground are cooperation 
agreements covering research and development as 
well as licence agreements. Innovation transfer 
also takes place regularly under franchise, soft-
ware development, joint venture, production and 
distribution agreements. These arrangements 
need to be individually designed depending on 
whether competitors have joint interests or have a 
stake, either above or below, in the supply chain. 
Other important factors are the symmetry or 
asymmetry and the intensity of innovation transfer.

As a rule, a contract negotiation and evaluation 
phase precedes the conclusion of arrangements 
regarding the transfer of innovation. Whenever 
business situations are contemplated where poten-
tially innovation performance information will be 
exchanged, confidentiality agreements must be put 
in place in advance.

Drafting innovation transfer agreements is chal-
lenging due to, often complex, technical factors 
and lengthy lead times. It is advisable to tailor the 
contractual arrangements to the individual project 
and the specific interests of the parties. This is 
 especially valid for intellectual property rights. A 
clear distinction must be drawn between rights 
which pre-exist or are external to the current 
 relationship on the one hand and innovation that is 
created within the new business relationship, on 
the other. Such rights include ownership and intel-
lectual property rights, know-how, trade secrets, 
processes, etc. For the newly created rights, rights 
of ownership, responsibility and control with re-
spect to registration of intellectual property rights, 
utilization, licensing, enforcement and defence 
must be contractually agreed in detail. In most 
cases, joint ownership should be avoided. If not all 
partners will independently utilize the new rights, 
antitrust barriers need to be considered.

C

Protection of Intellec-
tual Property Rights

The Swiss intellectual property law recognises pat-
ents, trademarks, designs, copyrights, plant vari-
eties and, of practically no importance, topography 
protection for semiconductor products. Outside of 
these intellectual property rights in the strict 
sense, Swiss law also offers protection for other 
intangible assets, such as legal business names, 
domain names or personal rights.

The scope of an acquired intellectual property right 
is limited to the sovereign territory of each state 
(territoriality principle), which recognized the intel-
lectual property rights in question under its laws 
(protective principle). Accordingly, Swiss law pro-
tects intellectual property principally autonomous 
and independent of foreign regulations. Following 
the principle of territoriality, a right to intellectual 
property granted in Switzerland is exclusive only 
within Switzerland. Aside from this, Switzerland is 
a member of all the important international treaties 
on intellectual property rights. This strong interna-
tional legal establishment means that, among 
 other things, Swiss intellectual property rights, 
especially patents and trademarks, can be effi-
ciently expanded internationally.

1 Copyright

Copyrights arise in works of literature and art, 
which constitute unique intellectual creations. 
Works in this sense can also be computer pro-
grams, artist performances and the creations of 
manufacturers of sound and image carriers or 
broadcasting companies. Registration of copyright 
is neither necessary nor possible because, without 
the necessity for any further action, the protection 
begins with the creation of the work in question. 
Also, it is not necessary to quote copyright refer-
ences (e. g., “copyright” or ©) on products or to 
otherwise indicate the existence of copyright pro-
tection. Nevertheless, it is advisable to attach such 
copyright notices or to utilise another appropriate 
form to reference the authorship. It is also impor-
tant that all works be carefully documented in 
 order to be able to prove the date of creation and 
the identity of the creator should they ever be 
 disputed. The term of copyright is fifty years for 
computer programs and seventy years for other 
works, both commencing with the author’s death.
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2 Trademarks 

Graphic representations such as words, letter com-
binations, combinations of numbers, graphic im-
ages (e. g., logos) and three-dimensional shapes 
can be protected as trademarks. Trademarks allow 
companies to distinguish their goods and services 
from competing products and to indicate to the 
public the origin of goods or services. The owner of 
a trademark may prohibit third parties from using 
an identical or similar sign for the goods or services 
in question. Trademark protection does not apply 
to any such representations as have a descriptive 
function; they belong to the public domain and may 
not be monopolized. A trade mark must not be mis-
leading or infringe the rights of third parties. 
Trademark protection comes into effect with the 
registration of the mark at the Swiss Federal Insti-
tute of Intellectual Property (IPI).

The term of protection is ten years and, assuming 
the timely payment of the renewal fee, can be ex-
tended for any number of ten-year periods thereaf-
ter. If the trademark is not used within five years 
from the filing date or, at later point in time, is 
dormant for five years, the exclusivity may be for-
feited.

3 Designs

Designs are shapes made up of arrangements of 
lines, surfaces and colours. Designs can be pro-
tected if they are new, are different enough in char-

acter from existing designs and neither unlawful 
nor objectionable in nature. To be protected the 
design requires to be filed at the Swiss Federal In-
stitute of Intellectual Property. The owner of a de-
sign right may prohibit others from using, produc-
ing, importing or exporting procucts with the same 
or similar design. The protection period is five 
years from the date of deposit and can be extended 
for a maximum of four additional, successive five-
year periods. The Swiss Federal Institute of Intel-
lectual Property does not check whether a design 
meets the legal requirements for protection and  
is capable of being exclusive. Third parties may 
therefore challenge the uniqueness of a design be-
fore a court at any time. It is then a matter for the 
courts to decide whether the design title is valid or 
not. If the latter is the case the design will be de-
leted from the register.

4 Patents

Patents are granted for technical inventions. In-
ventions in the legal sense are commercially ap-
plicable products or procedures designed to solve a 
technical problem, which measured on a global 
scale are new and not obviously simply a develop-
ment of an existing technology. Patent holders can 
enjoy the right to exclude others from commer-
cially using their invention for a maximum of twen-
ty years. During this time, third parties may be 
prevented from using the protected invention with-
out the consent of the patent holders, for example, 
to manufacture, use, sell or import. In return, so to 

 Modest innovators   Moderate innovators   Innovation followers   Innovation leaders

Source: EU Commission, Innovation Union Scoreboard 2015, European Union, 2015, p. 31, para 26

Innovation performance of European countries
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speak, for obtaining a patent the invention must be 
precisely and accurately described in the applica-
tion for registration with the Swiss Federal Insti-
tute of Intellectual Property and also be disclosed 
to the public.

5 Know-how

Occasionally the legal requirements for protection 
are not met or a company decides, on cost-benefit 
grounds, not to obtain intellectual property protec-
tion. In such cases, in particular, the know-how 
within the company has to be actively protected. 
Using confidentiality agreements a business can 
bind employees and business partners to secrecy. 
Depending on the project in question the confiden-
tiality obligations can be bilateral or unilateral. 
However, the enforcement of confidentiality agree-
ments can often prove difficult. This is particularly 
true of production of evidence and quantification of 
judicially enforceable damages. It can be of assis-
tance here if the agreement contains specific pen-
alties.

D

Enforcement and 
 Defence of Intellectual 
Property Rights

Companies must defend and enforce their innova-
tion performance. They should not only defend 
their rights if its products or processes are imitat-
ed, counterfeited, illegally marketed or manufac-
tured, but also take action if foreign patent applica-
tions affect their intellectual property. To achieve 
this, regular market surveys together with trade-
mark and patent monitoring are required.

Critical, to the enforcement and protection of 
 innovation performance, is proof. Emphasis is giv-
en to granted patents, registered trademarks, filed 
designs or well documented copyrights.

Since the new Swiss Code of Civil Procedure 2011 
came into force, each of the 26 cantons of Switzer-
land has a single Cantonal instance with overall 
jurisdiction for intellectual property and related 
disputes. In the cantons of Zurich, Aargau, St. Gal-
len and Bern, this is the commercial court.

A separate, exclusive jurisdiction has been granted 
to the Federal Patent Court, which was newly 

 created in 2012, as the first instance for patent 
disputes, including actions for infringement and 
claims concerning the existence or validity of the 
patent. For other civil actions related to patents the 
cantonal courts have concurrent jurisdiction. Pat-
ent assignment/renunciation actions, but also oth-
er complaints, which touch on patents based on a 
contractual agreement (e. g., licence agreements) 
may be brought before the Federal Patent Court or 
the cantonal courts. The Federal Patent Court is 
composed of legally and technically qualified judg-
es and the panel of judges is carefully composed 
with regard to the technical field in question. This 
is to ensure high quality judgments.

An important and effective tool to efficiently pre-
vent acts of infringement under intellectual prop-
erty law is preliminary legal protection. If certain 
conditions can be demonstrated, a court injunction 
can be obtained relatively quickly. The conditions 
are the existence of an infringement and a result-
ing disadvantage which cannot be readily remedied 
as well as urgency. Only if the parties cannot reach 
an agreement to resolve the dispute, which is usu-
ally the case, an infringement suit must be brought.
It has proven difficult in many intellectual property 
infringement cases under Swiss law to determine 
the amount of damages. Courts are only empow-
ered to award compensation for actual damages 
whose calculation and enforcement is governed by 
various legal principles and methods. A practice 
whereby the violator is required to pay increased 
compensation as a deterrent (such as “punitive 
damages” in the U.S.) is unknown in Switzerland.
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Swiss employment law is liberal in comparison to 
that of other European countries. Nevertheless, 
there are various rules to consider which regulate 
the contractual relationships of the parties, as well 
as working hours, rest periods and health and oc-
cupational safety.

The employment contracts for employees of foreign 
companies in Switzerland are normally governed by 
Swiss law. However, where the employment rela-
tionship is governed by foreign law, mandatory 
Swiss law provisions, for instance, on working hours 
and rest periods still apply.

A

Hiring

1 Employment Contracts

There is no prescribed form for employment con-
tracts. It is however advisable at an early stage to 
agree in writing on the most important elements of 
the employment contract (identity of contracting 
parties, start date, position, salary and any wage 
premiums, weekly working hours). The employer is 
required to inform the employee of these essentials 
no later than a month after the commencement of 
the employment relationship, even where the 
 parties do not conclude a written employment con-
tract.

2 Collective Bargaining Agreements

So-called collective bargaining agreements are 
concluded between an employer, or an employers’ 
association and employees’ associations. The par-
ties usually adopt rules which are more favorable 
than those provided by the law and establish mini-
mum standards which may not be undercut in indi-

vidual employment contracts. Some collective bar-
gaining agreements define minimum pay, but this is 
unusual in Swiss law.

Collective bargaining agreements apply to the con-
tracting parties and their members; under special 
conditions, they can be extended by declaration to 
be binding for an entire industry.

B

Working Hours
In the majority of Swiss companies, the normal 
weekly working hours under an employment con-
tract or a collective bargaining agreement are be-
tween 40 and 44 hours. The legal maximum weekly 
working hours are 45 for industrial workers, office, 
technical and other employees including salesper-
sons in large retail stores; for all other commercial 
enterprises, the legal maximum weekly working 
hours are 50. The difference between the normal 
weekly working hours and the maximum weekly 
working hours is important for distinguishing be-
tween overtime and excess working hours.

1 Overtime

Overtime is defined as hours worked in excess of 
the normal weekly working hours but less than the 
legal maximum weekly working hours. An employee 
is obliged to work more than the normal working 
hours to the extent that the employee can be rea-
sonably expected to do so in good faith and is able 
to do so. By law, overtime must be compensated 
with an additional premium of 25 %. It is permissi-
ble to agree in writing that overtime work will not be 
compensated with an additional premium or even 
not compensated at all. It is also possible, subject 
to the employee’s consent, for overtime to be com-
pensated by time off, of at least equivalent dura-

  

V Things worth Knowing about Swiss  
Employment Law

Marc Ph. Prinz
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tion. Contracts with management-level employees 
usually completely waive any right to compensation 
for overtime, either by payment or time off.

2 Excess working hours

Excess working hours are the hours worked in 
 excess of the legal maximum weekly working hours. 
To safeguard an employees’ health, the Labor Act 
prohibits more than two hours per day excess work-
ing hours per employee; in a calendar year, an em-
ployee may not work more than 170 excess working 
hours (where the weekly maximum is 45 hours) or 
140 excess working hours (where the weekly maxi-
mum is 50 hours). Excess working hours must 
 always be compensated by an additional premium 
of 25 %, unless the employee consents to take an 
equivalent amount of time off as compensation, 
within a given time period.

3 Daytime and Evening Work

Daytime work is work performed between 6 am and 
8 pm; evening work is work performed between  
8 pm and 11 pm. Evening work does not require 
special permits but an obligation to work in the eve-
ning can only be imposed after consulting with the 
employees’ representative body, or, if none exists, 
after consulting with the affected employees.

4 Night Time Work; Work on Sunday and 
Public Holidays

Night time work (between 11 pm and 6 am) and 
work on Sundays and public holidays is, as a rule, 
prohibited. Such work is subject to prior excep-
tional approval by the authorities, if it is absolutely 
necessary for technical or economic reasons. Tem-
porary night time work or Sunday work are subject 
to approval by the cantonal authorities; night or 
Sunday work on a permanent or regular basis is 
subject to approval by the federal authorities. 
 Employees cannot be made to work at night or on 
Sundays without their consent.
 
An additional premium of 25 % must be paid for 
temporary night time work (up to a maximum of  
24 nights per calendar year). For permanent or 
regular night time work, the employee is entitled to 
compensation by time off of 10 % of the night time 
working hours.

 

C

Paid Absences
The minimum paid annual vacation entitlement in 
Switzerland for all employees is four weeks. Young 
employees up to the age of 20 years are entitled to 
five weeks’ vacation per year. Vacation must be 
used and cannot be compensated by payment; 
compensation of vacation by payment is permissi-
ble only at the end of an employment relationship. 
For the duration of their vacation, employees are 
entitled to the same pay as if they were working. 
Part-time employees and employees paid on an 
hourly basis are entitled to pro-rated vacation time.

Many collective bargaining agreements provide for 
additional annual vacation for employees aged 50 
or above and more annual vacation is generally 
granted to management-level employees. Addition-
ally, depending on the canton in which they work, 
employees enjoy between five and fifteen public 
holidays per year. 

The Swiss Code of Obligations directs employers to 
grant their employees additional “usual” days of 
leave. These include leave for special circumstanc-
es (wedding, death in the family, etc.). The law does 
not define this obligation in detail, but many collec-
tive bargaining agreements and staff regulations 
do.

D

Remuneration

1 Pay Levels

It is up to the contracting parties to agree on the 
remuneration, unless collective bargaining agree-
ments set out minimum thresholds. The main legal 
limitations are:

–  Men and women have a right to equal remu-
neration for the same work. Violations of this 
principle entitle the affected employee to 
claim the difference.

–  Employees of foreign employers who are sec-
onded to Switzerland under foreign employ-
ment contracts have a right to be paid in 
 accordance with pay levels prescribed by any 
applicable, binding Swiss collective bargain-
ing agreements.

–  Pay levels usually applicable in Switzerland 
may not be undercut as a result of the Free 
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Movement of Persons between the EU/EFTA 
countries and Switzerland. The authorities 
are obliged to monitor pay levels and may 
impose fines and other sanctions in the event 
of violations.

2 Bonus, variable remuneration

Many employers ensure that their employees (par-
ticularly at management level) share in the com-
pany’s profits as an (additional) reward for their 
performance and as an incentive for the future 
(usually by paying a bonus). Such remuneration can 
be granted on a voluntary basis (e. g., at year’s 
end), at the employer’s discretion. The employer 
may agree on performance targets with an em-
ployee, which depend on a company’s annual re-
sults and sometimes on additional factors. If the 
performance targets are met, the employer is 
obliged to pay the agreed bonus. Some discretion-
ary compensation payments may become obliga-
tory over time if bonus payments are made with a 
certain degree of predictability. 

3 Continued Payment of salary in event 
of Inability to Work 

Employees who are unable to work for reasons 
 beyond their control (such as illness or accident) 
are, after four months’ of employment, entitled to 
continue to receive their salary for a limited period 
of time. The statutory entitlement for continued pay 
is at least 3 weeks in the first year of service and for 
an appropriately longer period thereafter. The ex-
tent of the obligation to grant continued pay 
 depends on the employee’s length of service and 
the specific circumstances of the individual case.

Many employers have concluded daily sickness 
 allowance insurance. In such cases, the employer 
continues to pay the employee’s salary during an 
interim period of the employer’s choosing; thereaf-
ter, the insurance pays the so-called daily sickness 
allowance, usually for a period of 720 days (minus 
the interim period). As a rule, the daily sickness 
benefits amount to 80 % of the salary; at least half 
of the insurance premiums are borne by the em-
ployer.

In the event of temporary inability to work due to an 
accident, the mandatory accident insurance will pay 
80 % of the insured salary from the third day. The 
cap on the insured salary covered by the mandatory 
accident insurance scheme is currently CHF 126,000; 

salaries in excess of this amount can be covered by 
voluntary insurance.

Employees are entitled to maternity benefits for a 
period of 14 weeks following the birth of a child. The 
insurance covers 80 % of the salary earned prior to 
childbirth, up to a cap of CHF 196 per day. Collective 
bargaining agreements, and staff regulations ad-
opted by employers usually provide more generous 
schemes which are funded by the employer. Em-
ployees with children have no statutory right to a 
reduction in their working time upon their return to 
work after maternity leave. In practice, however, 
employers are often flexible. Under Swiss law, there 
is no statutory right to parental leave.

E

Termination

1 Principle

As a rule, the parties to an employment contract 
may terminate the employment agreement at any 
time, subject to either the statutory or contractual 
notice period; without the need to fulfill any statu-
tory grounds for termination. The party issuing the 
termination must, however, provide a written ex-
planation of the termination upon the other party’s 
request. 

There is no obligation on an employer to pay any 
severance including when the employer terminates, 
unless specifically provided in an agreement.

The principle of freedom to terminate the employ-
ment contract is limited in two ways:

There are certain periods, during which it is prohib-
ited to terminate an employee’s employment 
 (restricted periods). Restricted periods apply, in 
particular, in cases of illness, accident, pregnancy 
and military service. A notice of termination given 
during a restricted period is null and void. Where a 
restrictive period starts after notice of termination 
was given, the notice period is extended for the 
duration of the employee’s incapacity to work, or 
for the duration of the maximum restricted period, 
whichever is shorter. The length of the restricted 
periods depends on the reason for the employee’s 
inability to work; in case of sickness or accident, the 
length of the restricted periods depends on the 
years of service.
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The second way freedom to terminate is limited is 
by the prohibition of wrongful dismissal. The Code 
of Obligations details circumstances, in which 
 termination is regarded as wrongful. For example, 
it is wrongful to terminate an employment, if the 
employee has exercised his or her rights under  
the employment contract in good faith (retaliatory 
termination). It is also wrongful to terminate an 
employment with the sole aim of preventing certain 
rights from vesting in the employee under the em-
ployment contract (e. g., anniversary presents, 
 bonus). The cases provided by the law are not ex-
haustive; a termination may even be deemed 
wrongful, if it is notified in a manner which is need-
lessly derogatory.

In the event that a dismissal is found to be wrong-
ful, the terminating party must compensate the 
other party the levels of which are subject to judi-
cial discretion but may not exceed an amount 
equivalent to the employee’s six months’ remuner-
ation. 

F

Non-competition Clause
It is in the employer’s interest to ensure that em-
ployees who leave the company do not use privi-
leged knowledge gained during the course of their 
employment to cause harm to the employer, in 
particular with regard to qualified employees who 
have access to the customer database or manufac-
turing or commercial secrets.

The employer can prevent such harm by concluding 
a written post-employment non-competition prohi-
bition agreement for a period of no longer than 
three years. To be successfully enforceable such a 
restriction must be proportionate and the agree-
ment must define the subject matter, geographical 
scope and duration of the prohibition in detail.

The non-competition prohibition may be secured by 
liquidated damages. If an employer wishes to obtain 
a court order to ban a former employee from en-
gaging in competing activities, such an option must 
be explicitly stated in the non-competition clause.

It is not mandatory to compensate an employee for 
the prohibition in order to mitigate its economic 
 effects, although this may increase the agree-
ment’s enforceability.

G

Various 

1 Short Time Work

A temporary reduction in working hours (short time 
work) can minimize salary costs in situations where 
an employer experiences a poor incoming order 
situation. Short time work is where the contractu-
ally agreed working hours are reduced by at least 
10 %, and is subject to the employee’s consent. 
Unemployment insurance subsidizes the lost work-
ing time with short work time compensation, equiv-
alent to 80 % of the lost working time, calculated on 
the basis of the insured salary which is currently 
capped by law at CHF 126,000 per annum. 

2 Mass Redundancy 

Mass redundancies are notices of termination, 
which are given by the employer to a (legally deter-
mined) large number of employees of a particular 
business within 30 days of each other, for reasons 
not pertaining personally to the employees.

The employer must inform and consult with the em-
ployees, and inform the cantonal labor office. Ter-
minations may only be issued after the consultation 
procedure is completed. Any legally enforceable 
rights (to sick leave etc.) apply to mass redundan-
cies.

Swiss law provides for redundancy programs 
 (so-called social plans) in particular circumstances 
and in practice they are implemented quite fre-
quently. The extent of any benefits granted by an 
employer in cases of mass redundancies depends 
on the employer’s financial means and the employ-
ees’ circumstances (level of education, age etc.).
 

3 Employee Participation

Swiss law provides for the employees’ participation, 
but not for co-determination (defined as the em-
ployer’s obligation to obtain the employees’ 
 consent). Employees’ participation is governed by 
the Participation Act, which applies to all private 
businesses in Switzerland. In businesses with at 
least fifty employees, they may elect one or more 
representatives from among their number. These 
elected representatives exercise participation 
rights.

61030_Vischer_Broschuere_Erfolgsfaktoren_EN.indd   32 14.04.16   15:43



33
 

Doing Business in Switzerland    Things worth Knowing about Swiss Employment Law

The employer must notify the employees of any 
relevant circumstances and inform them at least 
once per year about how the company’s results are 
affecting employment and the employees. Employ-
ees also participate in the area of occupational 
health and safety.
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In the Melbourne Mercer Global Pension Index 
2015, Mercer compared the retirement income sys-
tems of 25 countries. In this study, the Swiss 
 retirement income system was ranked fourth be-
hind the Danish, Dutch and Australian systems. 
With its closely-knit net of mandatory insurance 
schemes, the Swiss social security system offers 
broad protection in all of life’s situations. 

A

Old-age and Disability
For protection against the risks of old-age and 
 disability, Switzerland has a “three pillar” system. 
The first pillar consists of the old-age and survivors 
insurance scheme (Alters- und Hinterlassenenver-
sicherung, or AHV) and the disability insurance 
scheme (Invalidenversicherung IV), both of which 
aim to cover basic financial needs in old-age and in 
the event of disability. The second pillar comprises 
occupational pension schemes (Berufliche Vor-
sorge, or BV) which are aimed at enabling employ-
ees to maintain their standard of living upon retire-
ment. Lastly, the third pillar is composed of volun-
tary, partly tax-privileged, private savings.

1 Old-age and Survivors Insurance (AHV) 
and Disability Insurance (IV)

Old-age and survivors insurance and disability 
 insurance are mandatory, state administered in-
surance schemes for all people living or working in 
Switzerland. Under pay-as-you-go financing, to-
day’s pensioners are financed by the current eco-
nomically active population. 

The old-age and survivors pension pays benefits 
during retirement and to survivors. Benefits under 
the disability insurance scheme are paid to indi-
viduals who are unable, or only partially able, to 

earn an income from employment due to birth de-
fects, sickness or accident. A pension is only paid 
to individuals who can no longer be integrated or 
reintegrated into the labor market, and its amount 
varies, depending on the degree of disablement.

Individuals contribute 10 % of their income (re-
gardless of level), payable in equal parts by the 
employer and the employee, to the old-age, survi-
vors and disability pension schemes during the 
contribution period. Self-employed individuals pay 
the entirety of the contributions themselves. Even 
individuals not gainfully employed who have not yet 
reached pensionable age are required to contrib-
ute, with their assets used as the basis for deter-
mining the contributions due. Unlike other areas of 
the social security system, there are no upper con-
tribution limits.

Pension benefits, however, are subject to upper 
limits depending on, inter alia, the number of years 
an individual has contributed to the scheme. 

2 Occupational Pension Scheme (BV)

Occupational pension schemes fall within the State 
governed insurance system as an addition to the 
old-age, survivors and disability pension schemes 
but are provided by a multitude of private insti-
tutions and State funds. All employers must join  
a provider of their choosing or set up their own 
 pension fund, however, under no circumstances are 
they entitled to access the pension funds. Unlike the 
old-age and survivors insurance scheme, every 
 employee has his or her own individual retirement 
account with the pension fund chosen by their 
 employer. Accordingly, the benefits paid by pension 
funds generally depend on the contributions paid 
in. As a rule, only those pay components bet- 
ween CHF 24,360 (coordination deduction) and  
CHF 83,520 (the maximum insured annual pay) are 
 subject to mandatory cover under the occupational 

  

VI Social Security in Switzerland
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pension scheme. The coordination deduction oc-
curs due to the fact that part of an employee’s pay 
is already insured under the old-age and survivors 
insurance scheme. Pension funds are also free to 
insure pay components both below and above the 
insured annual pay (so-called “supplemental insur-
ance”). Contributions are generally paid in equal 
parts by both the employer and the employee, and 
usually amount to between 10 and 15 % of an indi-
vidual’s gross salary. The contributions reduce an 
individual’s taxable income and they can therefore 
be used for tax planning purposes particularly 
when paying missied contributions. Occupational 
benefit insurance is optional for the self-employed.

B

Sickness and Accident

1 Sickness

All people residing or working in Switzerland are 
required to obtain mandatory medical insurance 
coverage. Medical insurance covers treatment costs 
in the event of sickness, maternity or accident. Loss 
of income is not insured. Medical insurance schemes 
are financed by the premiums paid by the insured 
and by public funds. People who receive insurance 
benefits, must in addition, contribute to payment of 
their treatment costs by means of a deductible. 
Medical insurance is the responsibility of each indi-
vidual and employers do not pay any contributions. 
People with limited financial means benefit from 
State support via premium reductions.

In the event of employee sickness or accident the 
employer is required to continue paying the em-
ployee’s wage for a limited period of time. In order 
to mitigate this risk, many employers take out 
daily sickness allowance insurance. The premiums 
may be paid in equal parts by the employer and the 
employee.

2 Accident

For all of their employees in Switzerland employers 
must obtain mandatory work-related insurance and 
also (except for part-time employees working less 
than 8 hours per week) non-work-related accident 
insurance. The maximum insurable salary is  
CHF 148,200. Higher income can be insured on a 
voluntary basis. The premiums for work-related ac-
cident insurance are paid entirely by the employer 
whereas the premiums for non-work-related acci-

dents can be fully passed on by the employer to the 
employee. The premium amounts vary depending 
on the industry sector. Self-employed individuals 
are not subject to mandatory insurance but can 
take out insurance on a voluntary basis. Accident 
insurance covers treatment costs and loss of in-
come due to an accident, up to a maximum of ap-
proximately CHF 118,560.

C

Unemployment
All employees in Switzerland, and people who are 
both active abroad for Swiss companies and paid 
from Switzerland, are subject to mandatory un-
employment insurance against the economic con-
sequences of unemployment, short-time work, 
weather-related work-stoppage and employer 
bankruptcy. Unemployment insurance contribu-
tions are paid in equal parts by the employer and 
the employee. People who have paid contributions 
for at least 12 months in the two years preceding 
registration with an unemployment office or who 
are by law relieved of the obligation to make contri-
butions, are entitled to benefits. Benefits can be 
received for a maximum of 520 days. Self- employed 
individuals may not  insure themselves against un-
employment. 

D

Social Security in an 
 International  Context

Where foreign nationals, or people whose place of 
residence is abroad, are employed in Switzerland, 
or where a Swiss employee works abroad tempo-
rarily, questions arise such as in which country the 
individual is required to pay social security contri-
butions, which insurance provides benefits, and 
whether these benefits can also be claimed abroad.

1 In the EU/EFTA Context

 The relationship between Switzerland and employ-
ees from the EU and EFTA is governed by various 
agreements, in particular the Agreement on the 
Free Movement of Persons with the EU. Three prin-
ciples in particular stand out in these agreements:
–  equal treatment;
–  the single state principle; and
–  partial pension payouts.
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Under the principle of equal treatment, each Mem-
ber State must treat citizens of other Treaty States 
as it treats its own. If, for example, an accident 
 occurs in another Member State, the affected indi-
vidual will receive benefits from the accident insur-
ance in the country where the treatment is pro-
vided as if the insurance applied to the individual 
there. Individuals who become unemployed before 
they complete the statutory prescribed minimum 
contribution period are entitled to have any period 
of employment in an EU/EFTA country added to the 
time worked in Switzerland.

Under the single state principle, only one state at a 
time is responsible for collecting social security 
contributions. As a rule, the state in which the indi-
vidual works is the responsible state (place of em-
ployment), not the Member State of residence. For 
people who pursue gainful employment in more 
than one state at a time there are special rules and 
various exceptions. In certain cases, this can lead 
to unexpected outcomes for the individual con-
cerned. For example, in Switzerland – unlike many 
other countries – the activities of a board member 
or executive officer are not considered to be self-
employed activities. If the director only carries out 
self-employed work abroad his non-self-employed 
work as a director will be liable to social security 
deductions in Switzerland as will any such work 
carried out abroad.

Where an individual has worked in more than one 
country, upon retirement a partial pension will be 
paid out of each of the different countries in which 
the individual was professionally active, provided 
contributions were paid in each country for at least 
one year and the minimum contribution periods of 
the participating countries have been met. The 
 insurance periods of all the countries are taken into 
account. Pensions are thus essentially exported 
abroad. The occupational pension scheme repre-
sents a special case: Where an individual leaves 
Switzerland for good, it is generally possible to 
 request payment of the vested pension benefits. 
There are numerous exceptions in Switzerland’s 
Social Security Insurance Agreements with other 
countries. For example, the amount accumulated 
under mandatory insurance cannot be paid out 
when the insured is subsequently subject to a man-
datory occupational pension plan in an EU/EFTA 
country.

2 Special Cases in the EU/EFTA Context

Swiss citizens and EU/EFTA nationals residing in a 
third country can join the voluntary old-age, 
 survivors and disability insurance schemes pro-
vided they were insured under these schemes for 
at least five years immediately preceding their 
move. Subject to the same conditions, individuals 
in the EU/EFTA who work for an employer whose 
registered office is in Switzerland may also join the 
voluntary scheme. 

Special rules apply to medical insurance. Generally 
all people residing in Switzerland or who are gain-
fully employed in Switzerland are subject to man-
datory medical insurance regardless of whether 
they are already insured in another EU/EFTA coun-
try. Under certain circumstances, however, exemp-
tion from mandatory Swiss medical insurance can 
be obtained.

Finally, expatriates working in Switzerland on sec-
ondment are also subject to special rules. Second-
ment status is time-limited under social security 
law (24 months, or a maximum five to six years by 
special agreement). At the end of this period, the 
individual is governed by the social security rules in 
force at the place of employment.

3 Relations with Third Countries

With regard to the rules applied in Switzerland to 
third-country nationals, the relevant international 
treaties should be consulted. Switzerland has 
 entered into social security treaties with the follow-
ing countries: Australia, Chile, India, Japan, Israel, 
Canada/Quebec, Croatia, Macedonia, the Philip-
pines, the Republic of San Marino, Turkey and the 
USA. For Bosnia, Herzegovina, Montenegro and 
Serbia, the treaty with the former Yugoslavia is still 
in force and valid.
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In Switzerland, international companies tend to 
employ many foreign workers in addition to Swiss 
nationals. As a rule, foreigners engaging in any 
form of gainful employment in Switzerland require 
a permit. The specifics of immigration law must be 
carefully considered in advance to ensure success-
ful staff management.

On 9 February 2014 the Swiss voters and cantons 
adopted, by a tight margin, a constitutional initia-
tive to limit immigration of foreigners including, 
specifically, EU citizens. This constitutional provi-
sion has to be implemented at legislative level 
within three years. The Swiss government is cur-
rently in active discussions with the EU commis-
sion.

A

Some Basic Principles

1 Free Movement of People versus a 
Strict Immigration Regime

Immigration law in Switzerland is characterized, on 
one hand, by the Agreement on the Free Movement 
of Persons within the European Union (EU) and, on 
the other, by a relatively strict immigration regime 
for employees from all other countries (third-coun-
tries).

The objective of the Agreement with the EU is to 
achieve free movement of people and to enable 
gainful employment without discrimination. The 
Agreement currently applies to all citizens of the 
EFTA and EU countries with the exception of Bul-
garia, Romania and Croatia. From 1 June 2016 
 Bulgaria and Romania will have the same status as 
the other EU states.

Nationals of third-countries outside of the EU and 
EFTA are subject to a relatively strict immigration 
regime under which very limited quotas of work 
permits are issued on a very restricted basis, to the 
most highly qualified specialists, primarily with the 
aim of protecting the Swiss labor market. Highly 
qualified employees are, in the opinion of the fed-
eral government (the Federal Council), more likely 
to integrate into the Swiss workforce and society 
than people with more basic qualifications. The ob-
jective is to protect Switzerland against unemploy-
ment, the presence of too many foreigners and 
over-burdened social services.

2 Permit Types

The various permit types for both EU/EFTA nation-
als and nationals of third countries, govern both 
permission to reside and to engage in gainful em-
ployment in Switzerland:
–  L permit: The L permit is also known as the 

short-term permit. As a rule, it is valid for a 
period of one year. It can be extended for  
a maximum period of 12 months. L permits 
generally tend to be issued to people with 
fixed-term employment contracts of up to 
one year.

–  B permit: The B permit, also known as the 
residence permit, is issued to people who 
have an employment contract of indefinite 
duration or a fixed-term employment con-
tract for more than one year. Residence 
 permits are valid for five years for EU/EFTA 
citizensand can be extended for an addi-
tional five years, provided the employment 
relationship is also extended. For citizens of 
other countries the permit is valid for one 
year but can be extended by a further year 
an indefinite number of times.

–  C permit: The C permit, or permanent resi-
dence permit, allows its holder to reside in 
Switzerland and pursue gainful employment 

  

VII Foreign Employees in Switzerland
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for an unlimited time. C permits are issued to 
citizens of EU/EFTA countries provided they 
have lawfully resided, without interruption, 
in Switzerland for five years. For citizens of 
the remaining EU countries as well as third-
country nationals, a residency period of at 
least ten years is generally required.

–  Cross-border commuter permit: No cross-
border commuter permits are available for 
third-country nationals. The cross-border 
commuter permit allows nationals of EU/
EFTA countries to engage in gainful employ-
ment either independently or as an employ-
ee, throughout Switzerland, subject to their 
maintaining their primary domicile in an EU 
or EFTA country. The cross-border commut-
er must return to his or her foreign place of 
domicile at least once per week. Employment 
contracts with a duration of up to three 
months are exempt from permit require-
ments; the only requirement being that they 
register with the authorities for control pur-
poses. While employment contracts with a 
longer duration require a permit, there is  
a legal right to be issued with such a permit. 
The old border-zones have been eliminated. 
There are still restrictions in place for citi-
zens of Croatia.

–  Trainee permit: Switzerland has concluded 
bilateral treaties with approximately 30 
countries, thus enabling young people to 
gain experience in different countries 
through trainee programs. Applicants are 
required to have completed an education 
degree/vocational training and be a maxi-
mum of 30-35 years of age, depending on 
the country agreement. As a rule, the permit 
is issued for a maximum of 18 months. Train-
ee permits are particularly well suited for the 
employment of trainees in international 
companies.

–  Visa: People who are in possession of a work 
or residence permit do not require a sepa-
rate visa to enter Switzerland. C, B or L 
 permits also serve as Schengen visas. It is 
thus possible, for example, for a Russian 
 national living in Switzerland holding a B Per-
mit to travel freely as a tourist within the 
Schengen area for up to three months of any 
half calendar year. In addition, the adoption 
of the Schengen Treaty has facilitated travel 
– particularly for tourists, visitors and busi-
ness travelers from third countries subject 
to visa requirements.

There are, in addition, special permits for particu-
lar employee categories (e. g., athletes, intra- 
corporate transferees under GATS etc.).

Close relatives such as spouses and under-age 
 children may, depending on the type of permit,  
be allowed to join a permit holder in Switzerland. 
The permission granted to accompanying family 
members is limited to the duration of the permit of 
the primary permit holder.

B

Nationals of EU and 
EFTA Countries

1 Requirements for Obtaining a Permit

Because the Agreement on the Free Movement of 
Persons guarantees complete freedom of move-
ment for nationals of the EU/EFTA countries, the 
requirements for obtaining a permit are minimal. 
Employees from these countries must have medical 
insurance, suitable living accommodation and suf-
ficient financial means (savings or income) to feed 
themselves and their family.

2 Permit Procedure

The procedure for obtaining a permit is easy for EU 
and EFTA nationals. Upon taking up domicile in 
Switzerland, they must register in person with the 
competent resident registration authorities and 
produce a residential lease or deed of purchase as 
well as an employment contract. This must be done 
within 14 days of entering Switzerland and at least 
8 days prior to taking up gainful employment.

An application for a foreign resident ID card is 
made with the resident registration authorities. 
The foreign resident ID card is issued by the can-
tonal immigration authorities but the applicant is 
allowed to take up gainful employment before it  
is received.

3 Special Case: Secondment

Secondment is where a foreign employee is tempo-
rarily transferred by a foreign employer to a busi-
ness in Switzerland. The employee remains em-
ployed by the foreign employer. This is typically the 
case for foreign service providers who provide 
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services at a business in Switzerland, such as in-
stalling an IT system, or who work in construction.

A simplified and expedited registration procedure 
can be completed online for short-term assign-
ments of up to a maximum of 90 working days per 
calendar year. Longer assignments are only  allowed 
subject to the filing of the appropriate application 
and the issue of a work permit, as the principles 
governing third-country nationals apply, such as 
giving priority to Swiss nationals (or the equiva-
lent) and the use of quotas . In cases such as these 
it is worth considering the possibility of finding 
employment with a Swiss employer.

C

Rules for Third-Country 
Nationals

1 Permit Application Requirements 

The number of permits available to third-country 
nationals is strictly limited in order to protect the 
Swiss labor market. In practice, only those highly 
qualified specialists and experts urgently needed 
by the Swiss economy are admitted. Third-country 
nationals (and the Swiss employers with whom the 
third-country national intends to work) have no 
legal right to obtain a permit; the decision rests 
wholly within the discretion of the authorities. In 
particular, the work permit is subject to the follow-
ing conditions:
–  Quota availability: The Federal Council 

 determines the number of L and B permits 
the cantons are allowed to distribute annu-
ally. The size and population density of the 
cantons as well as the economic situation in 
the relevant labor market are all taken into 
account. In addition to the cantonal quotas, 
there are also federal quotas which are set 
aside for specific purposes (e. g., diplomats, 
politicians etc.).

  For example, for the year 2016 thee Federal 
Council released 4000 short-term permits 
and 2,500 residence permits for the whole of 
Switzerland. The available quotas are usual-
ly exhausted by autumn, at least in econom-
ically powerful cantons such as Zurich. Ap-
plications for work permits are rejected in 
such cases, even if the other permit condi-
tions have been met. It is therefore recom-
mended to submit applications early in the 

year and to inquire in advance with the au-
thorities about the quota fill level.

–  Priority to Swiss or EU/EFTA nationals: Em-
ployees from third countries are only issued 
a work permit if it is not possible to find a 
Swiss or EU/EFTA national for a position.

  Work-permit applications for third-country 
nationals must specifically show that it was 
not possible to recruit Swiss or EU/EFTA na-
tionals to fill a position. The position must 
therefore be advertised both in Switzerland 
and in the European vacancies database 
EURES. The vacancy notice is often drafted 
in such a manner that it corresponds to the 
desired third-country candidate. The issue of 
the vacancy notice should be carefully 
planned in detail before the start of the ap-
plication procedure and coordinated with the 
submitted application. In certain cases it is 
possible to convince the authorities that a 
vacancy notice is unlikely to succeed, for 
example, where a CEO position at headquar-
ters which have been relocated to Switzer-
land cannot be filled by anyone other than 
the current (US) CEO.

–  Highly qualified employees: Switzerland only 
allows highly qualified workers from third 
countries to enter its labor market. As a rule, 
a university master’s degree is required. The 
applicant must also have the necessary pro-
fessional experience. Comprehensive lan-
guage skills, further education and awards 
can be beneficial.

  Highly qualified employees from third coun-
tries must also be paid a reasonable wage by 
their Swiss employer. The labor market au-
thorities tend to require an annual salary of 
at least CHF 100,000.

2 Permit Procedure

Obtaining a work permit for a third-country na-
tional is a complicated and lengthy process. A good 
three months may elapse between filing the appli-
cation and the issue of the permit. It generally 
takes around two weeks to prepare the application 
as many documents (e. g., a detailed curriculum 
vitae, copies of diplomas, job references, job de-
scriptions, proof of no criminal record) must be 
collated, and, where necessary, translated. The 
employee may not reside or enter Switzerland for 
the entire duration of the application procedure, 
neither as a tourist nor even for short meetings. 
Failure to comply can result in a refusal to issue the 
permit or the imposition of an entry-ban for a num-
ber of years.
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The application passes through three approval 
stages by three separate authorities.
–  Cantonal Labor Market Authority: The Can-

tonal Labor Market Authority is where the 
application is filed on behalf of the employer. 
An examination of the relevant labor market 
is carried out. If the application is approved, 
it is automatically transferred to the compe-
tent federal government agency. The appli-
cant receives an interim decision.

–  Federal Office of Migration: The Federal Of-
fice of Migration is responsible for assuring 
the relevant immigration law provisions are 
applied uniformly nationwide. Approval from 
the Federal authorities is usually the biggest 
hurdle. If the application is approved, it is 
automatically transferred to the cantonal 
migration authorities. The applicant receives 
another interim decision.

–  Cantonal Office of Migration: The Cantonal 
Office of Migration issues the permit if both 
previous authorities have given their ap-
proval. The only criteria examined at this 
stage relate to immigration (e. g., whether 
the applicant is the subject of an arrest war-
rant or has a criminal record).

The applicant must register in person with the com-
petent authorities at the new place of domicile in 
Switzerland within 14 days of entering the country. 
A foreign resident ID card can only be issued by the 
resident registration authorities. This generally 
takes three to four weeks, during which time the 
foreign employee is already allowed to reside and 
pursue gainful employment in Switzerland.

D

Sanctions
Illegally entering or leaving Switzerland, residing in 
Switzerland illegally or pursuing gainful employ-
ment without a permit are all punishable by impris-
onment of up to one year or fines. The same sanc-
tions can be imposed on people who aid or abet 
foreigners without a permit to illegally enter, leave 
or reside in Switzerland. In cases involving minor 
infractions, small fines will be imposed.

Both the foreign employee and the Swiss employer 
are punishable if they fail to comply with the ap-
plicable provisions under immigration law. Employ-
ees or employers found guilty of having committed 
such infractions find it difficult to subsequently 
obtain work permits.
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Contacts

Tax

Christoph Niederer 
cniederer@vischer.com
+41 58 211 34 37

 
Nadia Tarolli Schmidt
ntarolli@vischer.com
+41 58 211 33 54

Corporate

Dr. Benedict F. Christ
bfchrist@vischer.com
+41 58 211 34 62

Real Estate

Dr. Roland M. Müller
rmueller@vischer.com
+41 58 211 33 50
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Intellectual Property

Dr. Rolf Auf der Maur
ram@vischer.com
+41 58 211 34 64

Dr. Stefan Kohler 
skohler@vischer.com
+41 58 211 34 19

Employment,
Social Security

Marc Ph. Prinz
mprinz@vischer.com
+41 58 211 36 17

Immigration

 
Urs Haegi
uhaegi@vischer.com
+41 58 211 34 45
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