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US to overtake Switzerland in WEF competitiveness survey?
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The US is about to enact significant
corporate tax cuts, with the federal
statutory rate set to drop to 21%from
35% from January 2018.
The most problematic issue for doing
business in the US was precisely high
corporate taxation, according to a
survey by the World Economic Forum.
The US could therefore edge closer to
the number 1 spot in the WEF’s survey
– currently Switzerland. However,
Switzerland continues to enjoy stillsolid assets, including low corporate
taxation, but also its very robust
fiscal metrics. Switzerland is also
number 1 for innovation according to
the WEF, followed by the US.

The US is about to enact significant corporate tax cuts, that will see the
federal statutory corporate tax rate drop to 21%, from 35%, starting in
January (see our latest note ‘US tax cuts update – 19 December 2017’)
This will significantly increase the global competitiveness of the US economy,
especially as high statutory tax rates were seen as a crucial blemish in an
otherwise positive competitive picture. In fact, the 2017 Executive Opinion
Survey by the World Economic Forum (WEF) highlighted high tax rates as
the main hindrance for doing business in the US (see chart).
In the last annual Global Competititivness survey, the US had risen to 2nd
place globally – behind Switzerland – from 3rd place in the past three years
and 5th in 2013-14. The cut to the tax rate could provide further impetus to
this favourable uptrend in the US’ competitiveness ranking.
That said, Switzerland continues to enjoy key competitive advantages,
including its low rate of corporate taxation. Switzerland has a blended
(federal and local-level) corporate tax rate of 21.15%, while in the US one
should still add state-level taxation of 6.0% (the average according to OECD
tax data) to the new 21% federal rate. In addition, Switzerland continues to
have stellar budget and public debt metrics: its net debt is 23.0% of GDP in
2017, according to IMF data, compared with 82.5% for the US. Innovationwise, the WEF also puts Switzerland just ahead of the US.

Most problematic factor for doing business in the US – Weighted score in the World
Economic Forum’s 2017 Executive Opinion Survey
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Tax rates
Tax regulations
Inflation
Restrictive labor regulations
Access to financing
Corruption
Inefficient government bureaucracy
Inadequate supply of infrastructure
Policy instability
Foreign currency regulations
Poor work ethic in national labor force
Crime and theft
Insufficient capacity to innovate
Inadequately educated workforce
Government instability/coups
Poor public health
2

4

6

8

10

12

14

Source: Pictet WM-AA&MR, World Economic Forum (September 2017)
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