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Analysis
Corporate Life Cycles

Many of the economic measures introduced in the course of the Covid-19 pandemic have
been designed to ensure that businesses survive. But how many companies survive in a
normal year? A new analysis from Avenir Suisse looks at data from various sources to
compile new information on corporate demographics in Switzerland and estimate the
economic costs of company start-ups and closures.

Each year a considerable proportion of companies disappear from the market and are replaced
by new ones. The Swiss economy is no different in this respect. Avenir Suisse has for the first
time created “age pyramids” for corporations. These show not only the effects of changes in the

law, but reveal the median and average ages of various types of legal entity.

The finding is that most companies are very young, with half of all new start-ups not surviving
beyond five years. In some sectors the figure is much lower. In hotel and catering, for example,

half of all businesses no longer exist three years after their establishment.

How the Covid-19 Crisis is Affecting Corporate Demographics

Corporate life cycles are primarily rooted in entrepreneurial processes, but are also influenced
by fluctuations in the economic cycle. For example, more companies generally disappear from
the market in times of crisis than during periods of normality. What’s striking is that in its first
year the Covid-19 pandemic will have a different impact on corporate demographics than previ-

ous economic crises. This is indicated by current bankruptcy data.

A comparison with the 2008 financial crisis and the 2015 Swiss franc shock shows the number
of bankruptcies in 2020 to be well below average. The reason for this lies in extensive federal

and cantonal support measures targeting companies directly.

Authorities’ Costly Refusal to Leave Analog Structures Behind

The latest measures around the pandemic aren’t the only way politicians are influencing corpo-
rate demographics. Changes to company law are also leaving their mark on the age pyramid.
Whether corporate life cycles entail high or low costs ultimately depends on the design of the

interface between business and government.

Switzerland has repeatedly performed poorly in international rankings of this interface. In its
latest study, Avenir Suisse estimates the economic costs of the constant coming and going of

companies at around CHF 100 to 230 million a year. Given that various expenses (applications

Rotbuchstrasse 46 T +4144 44590 00
CH-8037 Zurich kommunikation@avenir-suisse.ch www.avenir-suisse.ch



avenir suisse

think tank for economic and social issues

Media Release EMBARGO 26 February 2021, 8.00am Page 2/2

for social security, VAT, etc.) are not included, the study represents only costs in the narrow

sense of the word.

Need to Optimize Economic Policy and the Framework

There seems to be little public awareness of the fact that so many companies are short-lived. But

the implications are significant.

e In the course of this year, economic policy should move out of crisis mode and return to es-
tablished mechanisms. Institutions such as unemployment insurance and the short-time
working mechanism have evolved historically and are balanced accordingly. Automatic stabi-
lizing mechanisms of this sort are a good way of mitigating hardship in individual cases and

reducing fluctuations in the economic cycle.

e Action needs to be taken on the government framework around corporate life cycles. In this
respect, structures in Switzerland remain stuck in the analog age. Systematic digitalization of
bureaucratic processes could do a lot to reduce the administrative burden on Swiss compa-
nies. Even within the narrow field of corporate start-ups and closures, this study estimates

potential savings of between around CHF 52 and 113 million a year.

Analysis:
" “Uber den Lebenszyklus von Firmen” (Corporate Life Cycles). Jiirg Miiller
Uber den and Basil Ammann.
Lebenszyklus . : .
von Firmen 34 pages and 7 figures, available online here.

Weiche Konsequenzen sich aus der Unternehmens-
demografie fiir die Wirischaftspolitik ergeben

Further information:

Jurg Miiller (+41 44 445 90 13, juerg.mueller@avenir-suisse.ch).

analyse
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https://www.avenir-suisse.ch/en/publication/corporate-life-cycles/
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