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Ladies and Gentlemen 
 
 
If you know Liechtenstein only from recent media reporting you might have a one -sided 

picture of my country.  Liechtenstein is of course a financial center – though not as big in 

size as the latest headlines might suggest – but it has also an important and advanced 

manufacturing sector. We are not “off-shore” and not an island - Liechtenstein is a double 

landlocked alpine country in the very heart of Europe. 

 

The manufacturing sector is the largest contributor to our economy at roughly 40 % of the 

GDP. Almost half of all people employed in Liechtenstein work in industry and 

manufacturing. The financial services sector contributes 29 % to the GDP and is the second 

largest economic sector, with approximately 14 % of the jobs. 

 

With a population of 35’000, Liechtenstein provides for 32’000 jobs within its borders. So, 

the number of jobs provided by Liechtenstein to the region is almost as high as the number 

of Liechtenstein inhabitants. Additional 30’000 jobs are created by Liechtenstein 

companies with branches abroad. They include 4’500 jobs in the United States. This 

altogether means that the jobs in Liechtenstein are doubled by the same number of jobs of 

Liechtenstein companies abroad. Who else could say the same? 

 

About 16’000 persons commute daily from neighbouring Switzerland and Austria. One 

third of our population is foreign; more than 90 different nationalities live in our country. 

These cross-border commuters generate about 1 billion Swiss francs in wages in 

Liechtenstein. This income is taxed in the country of residence, not in Liechtenstein.  

Exports from Liechtenstein are of 4.2 billion Swiss Francs, the main sales market outside 

Europe is in the United States with about 600 million US-Dollars. Thus, the United States 



are together with Germany the most important individual trading partner of Liechtenstein. 

Imports from the United States to Liechtenstein amount to 44 million Swiss Francs (a bit 

less in US-dollars). 

 

The export sector is the largest sector of the Liechtenstein economy. Membership in EFTA, 

the EEA and on the global level in the WTO is an essential asset for Liechtenstein export 

companies. Exports per capita add up to more than 100’000 US-dollars. Per capita exports 

are about 3 to 4 times as high as for example German per capita exports. So, Liechtenstein 

is the real “World Champion of Exports”… 

 

Let me remind you, however, that Liechtenstein had been, for a long time, a very poor and 

rural country. People not working in farming were lucky if they found a job abroad. 

 

After World War I, Liechtenstein had been thrown back economically. It had no markets 

and a worthless currency, and it was called the poorhouse of Europe. It began looking for 

new sources of income, in the conviction that entrepreneurial freedom rather than the 

State should be the starting point. It also became obvious that fiscal policy constituted a 

core element of its sovereignty. Given the desperate condition of the economy, the State 

budget could not be fixed with high or higher taxes, but rather through low tax rates 

rewarding entrepreneurial effort and providing an incentive to foreign investors. 

 

In 1923, Liechtenstein entered into a customs union treaty with Switzerland. This treaty 

still exists and constitutes, together with the monetary union treaty that was concluded 

later, an important and basic element for the economic development of our country. 

 



At the end of World War II, it became increasingly clear that a very small country could not 

limit itself to its own market, but rather had to find new export opportunities abroad. For 

Liechtenstein, it was a convenient option to enter the European Free Trade Association, 

EFTA, in "Switzerland's backpack", so to speak. When the European Single Market intended 

to associate the EFTA countries to the common market of the EU began to crystallize a few 

decades later, the leaders of Liechtenstein were conscious that autonomous participation 

in this Single Market should be sought. Today, Liechtenstein has been member of the so-

called European Economic Area (EEA) for 14 years. I will come back to this later.  

 

Being a small state has to some extent advantages. Thanks to our small size, we can react 

quickly and without much bureaucracy to new situations. Laws are elaborated in close 

cooperation with the private sector. Standards of legislation and supervision that are 

generally recognized constitute the basis of the EEA-wide recognition of our financial 

services. 

 

The Liechtenstein population has a strong tradition of taking its fate into its own hands, 

even in very difficult times, and is aware of the fact that a good future for a very small State 

rests on two pillars: a self-confident population capable of weighing the necessary 

decisions itself, and a stable international legal system that also accepts small States. 

Mutual acceptance and respect between States certainly is also a crucial asset in bilateral 

relations – something we did not always experience in the past months, especially in 

relation to the country that had triggered the so-called tax affair. 

 

Liechtenstein is a broadly diversified and internationally networked business location and a 

financial center with a worldwide presence. These international links mean that the 



financial center must fulfill generally recognized standards in terms of legislation and 

supervision in order to maintain and enhance its competitiveness.  

 

Liechtenstein has a liberal economic order offering attractive framework conditions. The 

State only intervenes where necessary, and its economic policy is based on creating 

incentives for private performance. In this regard, the individual and the private sector 

assume great responsibility for the proper functioning of society and the economy. Not 

only workers from other countries come to Liechtenstein, but also entrepreneurs and 

investors. It is noteworthy in this regard that Liechtenstein does not grant economic 

subsidies (except the inevitable subsidies for agriculture), and that there is no government 

office or other institution for economic promotion or promotion of the business location 

(except for the promotion of tourism).  This policy is maintained even in the current world 

wide tension of the financial system.  

 

This general policy entails that Liechtenstein guarantees far-reaching protection of the 

privacy and property of individuals. The right to privacy is a key aspect of personality rights, 

and the protection of property is an expression of the constitutionally guaranteed freedom 

of ownership.  

 

While being a member of WTO and very much in favor of a successful conclusion of the 

Doha Round, we are anyway part of the world and integrated in global markets. The global 

financial crisis has also influenced the economy in Liechtenstein. Fortunately, the situation 

is much better than in many other countries. The Government did not have to support 

Liechtenstein banks or companies, the unemployment rate of about 2 % is still very low - 

but there are some companies that had to introduce measures of limited working hours or 

even prolonged holidays.  



 

Generally speaking, the growth of the financial and services sector in Liechtenstein has 

taken place step by step, without the aggressive involvement of foreign investors and 

without the irresponsible risk-taking that is known from elsewhere.  

 

At the same time, however, we recognize the need to balance interests in the relations 

between States. We are very well aware of the fact that the economic and political 

situation has changed in the past months and years. The financial crisis seems to be for 

some an appropriate additional moment to open - especially as Liechtenstein is concerned- 

in the context of that crisis the discussion on greater transparency of the financial markets, 

and requests by individual states and international organizations for a comprehensive 

exchange of information in tax matters, have to be taken into account. 

 

The contentious decision in 1992 to join the European Economic Area, the EEA, was 

approved by a majority of the popular vote, even though Switzerland had voted "no" just 

one week before. Because of its Customs Treaty with Switzerland, Liechtenstein could not 

join the EEA immediately. New arrangements had to be negotiated both with the European 

Community and with Switzerland, in order to preserve the open border with Switzerland 

and still become a member of the EEA. This meant belonging to two different legal systems 

at the same time. With much creativity and pragmatism, Liechtenstein managed to “square 

the circle”. Despite many initial doubts, including in Liechtenstein itself, this solution 

continues to work without significant problems, much to the disappointment of the strong 

domestic opposition in Liechtenstein at the time of the second public vote on 

Liechtenstein’s membership in 1995. 

 



Integration in the European Single Market has brought many advantages for Liechtenstein, 

especially economically. EEA membership has led to wide-ranging cooperation in flanking 

and horizontal policy areas, and specifically it has opened the doors of Europe to our young 

people, whether for purposes of education or encounters with the young people of Europe 

in the context of the many projects offered by the European Union. The essential, peace-

preserving idea of a unified Europe must always be emphasized; we all benefit from this, 

especially small States like us.  

 

EEA membership does not offer EFTA/EEA members any decision-making rights within the 

European Union. The entire acquis communautaire, including its continuous changes, must 

be fully incorporated, including all directives and regulations that are relevant to the EEA, 

as many of them are. Of more than 5’000 EU legal acts relevant to the EEA as of today, 

Liechtenstein has implemented 98.4% in its domestic law. 

 

Liechtenstein does meet its obligations as a participant in the Single Market and its 

economic law does fully comply with the European standard, including with respect to the 

legal acts governing implementation of the free movement of capital, and that means: 

including all financial services regulations. 

 

The conclusion of a Savings Tax Agreement between Liechtenstein and the EU is a further 

example that we do not ignore the legitimate wishes of our partners and are always willing 

to talk and negotiate. Where philosophies do not coincide, treaty models must be found 

that do justice to the different philosophies to the extent possible. 

 

The Savings Tax Agreement that contains a withholding tax system with certain provisions 

on exchange of information upon request is a very good example of this.  



 

One of the next important steps will be Liechtenstein's association with the 

Schengen/Dublin agreements. On 28 February 2008, the respective agreements were 

signed. The Liechtenstein Parliament approved the Schengen association last year and at 

the beginning of this year, Liechtenstein ratified the agreements. In the course of the 

putting into effect of the Swiss Schengen association in December 2008, a temporary 

solution had to be found to comply with the Schengen requirements at the Swiss-

Liechtenstein border. The temporary measures do however not foresee the establishment 

of physical border controls where none have been carried out in over 80 years, and where 

trilateral security cooperation equivalent to Schengen already exists in relation to 

Switzerland and Austria today. As the legal adaptions to comply with “Schengen” have 

already been completed and the other necessary implementing measures are well on track, 

Liechtenstein expects to become an operational Schengen member before the end of 

2009. 

 

In the context of “Schengen”, Liechtenstein also demonstrates its willingness to co-operate 

in tax matters by adopting the applicable EU rules on mutual legal assistance for 

exchanging information in tax matters. 

 

Negotiations on an Anti Fraud Agreement between Liechtenstein and the EU that includes 

a broad and comprehensive cooperation in the fields of direct and indirect taxation have 

been substantially finalized in June 2008. Discussions among the EU member states on the 

results of the negotiations are still ongoing. It is a complex process because direct taxation 

is basically an issue in the competence of the member states but not the EU. In the course 

of negotiations, Liechtenstein has agreed to a clause in the form of a declaration on the 

basis of which Liechtenstein is ready to conclude further bilateral agreements with 



interested member countries in the form of double taxation agreements. Such agreements 

would include a clause on information exchange in conformity with the OECD standard. It is 

clear that the Anti Fraud Agreement and any other bilateral agreement must balance the 

legitimate interests of all negotiating parties. To us, tax co-operation also means 

preventing double taxation of internationally operating businesses. 

 

At the level of the EU, proposals have been made to adapt the Savings Tax Directive. While 

this is currently under discussion among the EU member states, it will of course also lead to 

discussions with third countries like Liechtenstein that have concluded a Savings Tax 

Agreement with the EU. Liechtenstein is following the discussions within the EU closely. In 

principle, we are ready to discuss adaptations on the basis of a general approach that 

includes double taxation issues. 

 

Very recently, the EU Commission has put forward proposals to amend the directives on 

administrative assistance in tax matters in order to enhance the effectiveness of tax co-

operation, also taking into account OECD standards. Parts of these newly proposed 

provisions have already been included in the draft of the Anti Fraud Agreement, other 

parts clearly go beyond the present draft agreement. To date, it is certainly too early to 

predict the results of the EU internal deliberations. Liechtenstein is still willing to continue 

discussions with the aim of being able to sign the Anti Fraud Agreement soon. 

 

As one of the smallest States in the world, Liechtenstein has long pursued a proactive 

policy of participating in international organizations.  

 



This participation in the cooperation among States has always been necessary in our view 

to make clear that we do not want to hide away in the niches, but rather that we want to 

make a contribution to the international community and international solidarity. 

 

Solidarity and common effort is also needed in the fight against terrorism, transnational 

organized crime, corruption and money laundering. Liechtenstein is party to the most 

important international legal instruments in this field and has introduced, where necessary, 

new law.  

 

Small States will always react sensitively to demonstrations of power by large States, and 

by nature they have a more pressing need to make their will to independence clearer. On 

the other hand, Liechtenstein has also demonstrated its willingness for international 

cooperation, with all its sovereign rights – and obligations.   

 

Thus, Liechtenstein has become a Participating State in the Conference on Security and 

Cooperation (the former CSCE and nowadays OSCE) in 1975 and a member of the Council 

of Europe in 1978. The Council of Europe is also the platform for our cooperation in many 

areas with countries like Russia, whereas the OSCE has been from the very beginning an 

important institution for our cooperation not only with Russia and other States in Eastern 

Europe, but also with non-European States. I mention especially the United States, where 

we had close cooperation when it came to proposals for commitments of other States in 

the areas of religious freedom, freedom of information and human rights in general.  

 

The most global organization is of course the United Nations, and we are proud to have 

become the first member amongst the Western European small States in 1990, paving so 

to speak the way for them as well.  



 

The Rule of Law, Human Rights and especially Women’s Rights and the Rights of Children, 

Youth and Handicapped People are main areas where Liechtenstein is very active. And of 

course the Rule and implementation of International Law in all its varieties is very 

important for us, as we do not have other means of protection.  

 

Let me also mention our active involvement over many years in the successful outcome of 

the creation of the International Criminal Court (ICC). Right now, our Ambassador to the 

UN is the President of the Assembly of Parties to the ICC-Statute. 

 

We are also interested in the definition of “aggression”, where we chair a special working 

group to find a solution and to thus increase the possibility of international cooperation.   

 

The Liechtenstein Institute on Self Determination at Woodrow Wilson School in Princeton 

is one of the projects we support wholeheartedly, and I am very pleased to be here today 

and thereby to underline our appreciation for the Institute.  

 

International Solidarity is one of our pillars of international cooperation. We think that a 

rich State like Liechtenstein has a special obligation to help. We have reached a 

contribution to development aid of about 0.6 % of our Gross National Product and try to 

reach - as part of the Millennium Goals of the UN  - the 0.7 % as soon as possible and much 

before the year 2015. 

 
 
At the national level, Liechtenstein has carried out sustainable reforms in recent years, not 

only after the appearance of the international headlines. Since 2000, far-reaching 



legislative projects to strengthen and modernize the financial center have been realized, 

including the creation of the Financial Intelligence Unit in 2002 and the Financial Market 

Authority (FMA) in 2005.  

 

I can also refer to the latest assessment by the International Monetary Fund, which was 

published last year and expressly praises Liechtenstein's efforts in due diligence, anti-

money laundering, and measures against terrorism and terrorist financing.  

 

Other key projects include the total revision of the Mutual Legal Assistance Act (2000), 

several amendments to the Insurance Supervision Act (2002 and 2005), the Mutual Legal 

Assistance Treaty with the United States (2003), the Counter-Terrorism Package (2003), the 

conclusion of the Savings Tax Agreement with the European Community (2004), the total 

revision of the Due Diligence Act (2004) and the Investment Undertakings Act (2005), the 

creation of the Asset Management Act (2005) and Market Abuse Act (2006), various 

amendments to the Criminal Code, the Code of Criminal Procedure, the Narcotics Act, and 

the Mutual Legal Assistance Act in the course of implementation of the 2nd Money 

Laundering Directive and the Palermo Convention (2006), key changes to the Banking Act 

during the implementation of MiFID and Basel II (2006 and 2007),  the total revision of the 

Prospectus Act (2007) and the revision of the Due Diligence Act and the Criminal Code in 

the course of the implementation of the 3rd Money Laundering Directive and FATF 

recommendations (2008) and a further revision of the Mutual Legal Assistance Act (2008) 

as well as the total revision of the Foundation Law (2008).   

 

Liechtenstein Tax Law will be revised fundamentally in the course of this year with the aim 

to establish a competitive, simple, transparent, efficient and accountable tax system that 

complies with European and International standards. 



 

Other important initiatives include the project on the "Future of the Liechtenstein Financial 

Center" (2003) and the internationally-oriented Liechtenstein Dialogue on the Future of 

Financial Markets, which took place for the fifth year in a row in 2008. All of these 

measures have resulted in a significant improvement of the international recognition of 

Liechtenstein's financial center.  

 

All projects are embedded in a comprehensive and forward-looking governmental strategy 

that we call “Project Futuro”. 

 

The obvious progress made has also been reflected in the reports of the International 

Monetary Fund (IMF) on the assessments carried out in Liechtenstein (2002 and 2007). The 

recent conclusion of an Agreement on Tax Information Exchange with the US and the 

negotiations on an Anti-Fraud Agreement with the EU make clear that Liechtenstein 

continuously demonstrates its international responsibility and willingness to cooperate.  

 

The Tax Information Exchange Agreement (TIEA) with the US I just mentioned was signed in 

December 2008. This agreement is due to enter into force at the beginning of 2010 

provided that the necessary implementing legislation is in place. The TIEA provides for 

information exchange upon request where suspicion arises under US law concerning tax 

offenses committed by US taxpayers with assets in Liechtenstein. Such a request has to be 

specified. A national law will introduce a specific administrative assistance procedure. In 

the context of the conclusion of the TIEA, Liechtenstein banks have been granted the 

continuation of their so-called QI-Status. I believe that this agreement is not only a result of 

our close political and economic relations but that we achieved in the negotiations the 

necessary balance of interests. 



 

Bank client secrecy is not seen as an end in itself, and certainly not as a tool for dubious 

concealment. It has symbolic force and is embedded in a philosophy of State in which the 

State serves the citizens and not vice-versa. Such a State stands for a far-reaching 

protection of its citizens' private sphere, including the protection of private property and 

discretion with respect to private income and assets. Bank client secrecy as an aspect of 

the protection of privacy however cannot be permitted to shield abusive conduct. For this 

reason, we have established a powerful regulatory framework to prevent and effectively 

combat abuse.  

 

The imminent question in our policy making involving further tax cooperation is: How far 

can transparency go without colliding with the core of the legitimate privacy protection?  

 

We support comprehensive measures to address the problem of illicit financial flows and 

related criminal activities, and have taken effective preventive measures at the national 

level to protect our financial center from such activities. 

 

Before closing, let me make a final point: In the current discussions in the context of the 

global financial crisis and economic turndown, we should still be able to distinguish 

between cause and effect. So-called tax havens can certainly not be blamed for tax or 

capital flight in general or for the lack of national tax compliance or economic development 

in certain countries. There are no simple answers for complex questions. And for some 

politicians it seems to be easier to blame another country than to assess and remedy 

deficiencies at the national level. We should also bear in mind that transparency as such is 

not a goal in itself but a means to avoid financial crisis like the one we are experiencing 



now. Fundamental rights like the right to privacy of individuals should receive legitimate 

protection.  

 

 

Thank you very much for your attention. 


