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On November Wthy 1953, the Minister of Switzerland
addressed 2 note to the Homorable the Secretary of State
calling attention to certain impending actions by agencles
of the United States Govermment whiech appeared to be directed
against the Swiss Vatehmaking Industry. There has been no
reply to this note. Purthermore, there has been no visible
change in the attitude of the agencles inwolved with respeet
to the metters diseussed in the note which give the Swiss
Government such deep concern.

As an example of such ilmpending actions, the investi-
gation into wvarious phases of the Swiss Vatchmaking Industyy,
being conducted by the Antitrust Divisgion of the Department of
Justice, has continued unabateds Particwlar emphssis has been
placed upon dealings of importerz and A-eriesmn watchmakers
with members of the Swiss Watehmaking Industry. The legation
is informed that representatives of the New York office of
the Antitrust Division gropose %o presemt information o a
Grand Jury with a viev to instituting » erisinsl or civil
action, or Loth, about the time the Tariff Commission hearings
are acheduled to commence, with respect to the wateh, wateh
movement and wateh parts industry. A dispateh appearing in
the New York Times of Wednesday, December 16th, discusses the
investigation ly the Department of Justice in detall, snd states
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the writer's viev of the attitude of the Defense and
Justice Departments, The Legation is interested in
aseertaining vhother this Article reflects the offieial
attitade of the Defense and Justiee Departments. On 1ts
face this seems most unlikely, inasuuch ss the attitude

is based upon eryoneocus information and 1s most antagonistie
to the interests of the Swiss Government,

The facts underlying the conduet of the Swiss Watehe
making Industry are matters of publiec record and virtually
general imowledges It will be recalled that the arrangenents
for stabilization of the watoh making and wateh products
induatery, existing betweem warious members (Swiss and Ameriean)
of this industry who manufacture in Switszerland, are
authorizeds and, indeed, required by the laws of Switzerland,
and by regulations issued or autharized by the Sviss Governuent.
imy iovestigation into these srrangenents is, therefore,
mmuﬂhmﬂnwhm
of Switzerland and with a system of regulatiom decreed Ly the
Swiss Government and its agencies under delegated povers. It
will also be reealled that this system of stabllization was
undertaken by the Swiss Government to guard against a repetition
of conditions vhich wers destructive to the commerse of both
Switserland and the United States.

The right of the United States Government to inquive
ioto viclations of its laws and te bring whstever sction it
doems appropriate is, of course, not gquestioned. In this
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instanes, hovever, the investigatiom invoives a eourse of
business Lelveen eompanies whose transections occur Loth
in the United Gtates and in Switzerlsnd, Some of these
econpanies are regarded Ly both countries as thelr mationals,
and have a national's respomaibilities to both Governsents,
The investigation involves econduet in Switzerland of
companies possessing dual mationality, conduet pursusnt o,
and indeed required by iwiss laws and regulations. It is
not too much to say that the investigation may ehallenge
weasures which the Swiss Jovernment has evolved ‘or the
preservation of sn industyy essential 5o the Swiss economy.
hese considerations would appear to indicate am
| obrious case for the spplication of traditional prineiples
of internatieonal vomity. For the Government of the United
Jtates to proceed in this matter without early econsultation
with the Government of dwitzerland would bo econtrary to these
rrineiples. It would also ignore She peculiar problem of
companies who have legal responsibliities to both Governments.
An evehange of views betweem the two Covernments, rather Shan
unilatersl sction in the imsricem courts, would suggest isself
as the happiest solution to these problems.

The lLegation also wishes to polnt out that certain
in 19% to faeilitate the re-entey of the Amerlean watch
industry into the eivilian market after the last war
vere only poasible ander the very system of regulation
presently inwolved in the antitrust investiigatiem.
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The Swiss lLegation s also eonstrained to poimt
out the parsllel between 1%2 relation to the Swiss wateh
sanafacturers and the relation of loeal governmwents im this
country to industries withim their jurisdiction, The United
States Supreze Court, im the case of Lazker v. Erowm,

317 U.Se 341y has passed wpon similar arrangements for
stabllization of an industry preserided by the laws of ome
of the States of the United Ssates, Im that instanee
directives of the State of California required conduet by
its citizens, intended %o ratiomalise the production and
sale of raisins, which otherwise uight have beem contrary
to the Federal sntitrust laws, Guch arrengemsnts, being
officlally suthorized by and participated im by the State
wore viewed Ly the Supreme Court as not conSrary to the
federal antifrust laws, even though the effeet of action
faken pursuant to Califormia lawv had repercussions beyond
its borders,

it least equally compelling consideratioms exist
for giving recognition under internmatiomal law to the action
of the Jwiss Government im requiring eonduet which is now
the subjeet of investigstion by She American Department of
Justioe,

Hey it also be pointed out that the curremt
antitrast investigation inwolves an attack on srrangements
which the Government of Gwitzerland is obligated to maintain
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and onforee under the Declaration annexed to the

frade Agreement between our two Governments of January 9, 1936,
(49 state 395%). Under this Declaration the Swiss Government
undsriakes to forbid the export of watches from Switzerlanmd
axcopt pursuant to the very system of regulatiom that is
nov under serutiny in the investigation. The Declaration
provides that watches and wateh movements may not be
exported from Switzerland to the United States except under
export permits issued Ly a Swiss wateh organization to be
designated by the Government of Switzerland. It further
provides that the appropriate organizations of the Swiss
Wateh Industry will Yske such measures ns are necessary

%0 insure that infringements of this system of export
regulations are punished in asccordance with the conventiomns
of the Swiss Wateh Industery. When the question of the
teraination of this Trade Agreement was under consideratiom
- by the Government of the United States im 1950, disecussion
was had between the two Governwents relating to the inclusion
of an escape clause, but no eoncern was axpressed over the
Declaration annexed to the Agreement. As a result of an
understanding reached on the inclusion of an escape clause,
the Trade igreenment was continued in force, and the
Declarstion continued in force as part of the undertsking
of the Govermment of Switzerl nd. The current investigatiom
implies o change of mind on the part of this Government with
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respect to the Declaration, without prior consultation with
the Government of Switzerland,

The Swiss economy will be directly affected by the
proposed 1itigetion, as will the volume of trade between the
two countries. These are matters vital to employment and
eeononie poliey in both ecountries. Wo sction that the United
Gtates can take without participation by the Govermment of
conditions whieh will be deleterious to the matual friendly

December 22nd, m-
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