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Summary 

The project discusses the relations between Switzerland and Fascist Italy with particular 

focus on politics and economy as decisive factors for avoiding military conflicts. The research 

aims at discovering how the neutral and the authoritarian state managed to co-exist peacefully 

in the turbulent period between two world wars and how they have collaborated to overcome 

problems such as the existence of the fuorusciti group in Switzerland, the Great Depression, 

and the Italian invasion of Ethiopia in the mid-1930s. The strengthening of the relations 

between Fascist Italy and Nazi Germany further increased the difficulties for the Swiss 

political leadership and preserving the independence of the Confederation became even more 

complicated. After the occupation of France in June 1940, Switzerland was surrounded by 

Axis powers, which posed new challenges to the state’s neutrality and to the Federal Council. 

The study argues that Switzerland’s defence strategy was a rigid application of the Hague 

Convention agreements from 1907 in political, military and economic terms in the years 

between the start of the Second World War and the fall of the Fascist Regime in September 

1943. The ethics of the decisions made by the Swiss political leadership may be debatable, 

but any discussion thereof calls for serious consideration of the extremely complicated 

conditions in which they were taken.  

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 



4 
 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 
Copyright: Martin Neshev 

2019 

http://www.duo.uio.no 

Print: Copycat, Oslo 

  



5 
 

Table of contents 

1. Introduction ................................................................................. 6 

1.1. Primary sources ................................................................................................................ 10 

1.2. Secondary sources ............................................................................................................. 11 

1.3. State of research ................................................................................................................ 14 

1.4. Outline of the project ........................................................................................................ 15 

2. Background ................................................................................ 17 

2.1. The Prehistory of Swiss neutrality, 1516-1914 ................................................................. 17 

2.3. Neutrality in the shadow of the First World War (1914-1920) ........................................ 20 

2.4. Domestic problems of Switzerland ................................................................................... 24 

2.5. Switzerland, the League of Nations and the post-war years ............................................ 27 

3. Swiss-Italian relations in 1922-1933 ......................................... 30 

3.1. Consequences of the First World War for Switzerland and Italy ................................... 30 

3.2. Political relations .............................................................................................................. 32 

3.3. Economic relations ............................................................................................................ 38 

4. Swiss-Italian relations 1933-1940 ............................................. 47 

4.1. The Italian invasion of Ethiopia ....................................................................................... 47 

4.2. The Swiss preparation for an eventual war ..................................................................... 52 

4.3. Economic relations between Switzerland and Italy 1933-1940 ........................................ 54 

4.4. First phase of the war ....................................................................................................... 59 

5. Swiss-Italian relations June 1940 – September 1943 ............... 63 

5.1. Political relations .............................................................................................................. 63 

5.2. Economic relations between Switzerland and the powers from the Axis and the Allies . 72 

5.2.1. Economic relations with the powers from the Axis ....................................................... 72 

5.2.2. Commercial exchange .................................................................................................. 75 

5.2.3. Importance of the Italian ports and the Swiss railway ................................................... 76 

5.2.4. The role of the Swiss economy for diminishing the threat of war .................................. 79 

5.2.5. Policy over the refugee question in 1940-1943 ............................................................. 80 

5.3. Relations with the Allies 1940-1943 .................................................................................. 81 

5.4. Swiss independence and neutrality in 1940-1943 ............................................................. 83 

6. Conclusion .................................................................................. 85 

7. Bibliography .............................................................................. 93 

 



6 
 

1. Introduction 
 

What comes first to people’s minds when they hear “Switzerland”? For the ordinary 

Europeans the country is famous for its winter tourism, which is tightly related to its mountain 

terrain. With its territory almost completely dominated by the Alps, the North and the South 

of the country are linked only by mountain passes often closed or inaccessible in winter. Apart 

from its rugged terrain, Switzerland is widely known as the bank of Europe due to the huge 

number of banks based in the country and the Confederation’s favourable policy to foreign 

investments.  

Geopolitically, meanwhile, it is Swiss neutrality that stands out. The country repeatedly 

stays away from taking part in international blocs such as the European Union, the North 

Atlantic Treaty Organisation (NATO), and it joined the United Nations (UN) only in 2002. 

Even if geographically Switzerland is the most centrally located of all states in Europe, it 

continues its principle of isolationism in its foreign policy. In fact, this idea has guided the 

country’s leaders through the centuries after being adopted as a basic foreign policy principle, 

or more concretely, since 1516 and the peace signed after the Battle of Marignano against the 

French.1 Partly due to its small territory compared to almost all of its neighbours like France, 

Italy, Germany and Austro-Hungary in the past, Switzerland’s position in the heart of Europe 

has always been a risky one. Taking a look back, for hundreds of years the country’s leaders 

have been trying to keep good-neighbourly relations with these bigger and militarily, and 

sometimes economically, stronger states, which on their part have not regarded Switzerland 

favourably. One example is Napoleon, who managed to conquer the small Alpine state during 

the years of his reign, in this way interrupting the Swiss neutrality for one of the longest 

periods ever since it was adopted.2 After his death and the Vienna congress in 1815, the Swiss 

neutrality was officially recognised and guaranteed by the major European Powers in the 

beginning of the twentieth century – Russia, Great Britain, Prussia, and Austro-Hungary.3 

This was undoubtedly a huge achievement for the Swiss diplomacy and for the State as a 

whole, but the doubt remained – what would actually happen if the neutral state got invaded? 

It was hard to imagine such incidents happening in time of peace, but would the risk to the 

Swiss territorial borders increase and to what extent would that happen during wars? What if 

                                                             
1 Clive Church/Randolph Head, A Concise History of Switzerland, Cambridge: Cambridge University Press, 

2013, p. 66.  
2 Church/Head, History, pp. 130-145. 
3 Guido Calgari, Storia della Svizzera, Lugano: Fondazione Ticino nostro, 1969, p. 87. 
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this “guaranteed neutrality” is not respected by some country’s future rulers? Or even worse, 

what would be the consequences if the treaty is disregarded by more than one state, possibly 

all of them joining forces against the Confederation?4 

These peculiarities of the Swiss state – the geographical position in Europe, the 

geological features (the Alps), its status as a significant international financial marketplace, 

and the neutrality principal in their foreign politics – have been the pillars around which the 

Swiss strategy to survive independently has been built upon. The Swiss position was put to a 

series of tests during the first half of 20 century – the country had to survive two world wars, 

had to cohabit with expansionist regimes on several sides. However, building their strategy 

around the above mentioned main pillars, the Confederation managed to overcome those 

difficult decades without being militarily attacked by any country or the belligerent blocs – 

the Axis and the Allies.  

This study starts with the rise of Benito Mussolini and fascism in Italy in 1922 and 

explores how two entirely different countries could coexist in the quickly changing times until 

the first fall of the Duce from rule in 1943, which marks the end of an era in the relations 

between these states. Italy and Switzerland differ in territory, in population size, in political 

ideology, in foreign politics goals, in economic force, in their experience in World War I and 

in many other significant aspects. In those 21 years, the relations between the two states were 

complicated, but never faced a true deadlock. In two decades, the countries managed to exist 

without major violations of the territorial integrity of Switzerland. Of course, many 

compromises were made on both sides and peace was always fragile. During this period, Italy 

was always the more aggressive participant in the relations between the two states, trying to 

obtain as much as possible from the neutral state by putting pressure on and threatening the 

Swiss government. The classic accusation was that Switzerland did not respect the rules of 

neutrality. The Confederation tried to make as few concessions as possible and to achieve the 

                                                             
4 Some examples of major studies in the field of Swiss history would be Church’s and Head’s A Concise History 

from 2013, a source which allows the reader to understand how the events in the country’s past have affected its 
future development.  

Wilhelm Oechsli’s book History of Switzerland 1499-1914 follows the development of the country and in its 

last volume he gives important data for the years of the legal consolidation of the Swiss neutrality in their foreign 

politics decision-making. 

Angelo Codevilla’s book Tra le Alpi in una posizione difficile: la Svizzera nella seconda guerra mondiale e la 

riscrittura della storia from the 2000 is also one of the most important sources of information in terms of Swiss 

foreign policy in this period. 
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best result possible, in other words, to avoid any military actions coming from its Southern 

neighbour.  

The relations between the two countries have been affected by many factors during 

those years. The research starts from the years after World War I and its ensuing problems. 

Switzerland took a revolutionary move in joining the newly formed League of Nations, 

although the country was freed from the obligation to take part of enforcing military sanctions 

in case of an event.5 The country overcame, if only partially, the difficult post-wartime years 

the Great Depression of 1929 but the consequent inflation became yet another obstacle. The 

situation changed drastically again with Adolf Hitler’s rise to power and the steady growth of 

the Third Reich. In the mid-1930s Italy invaded Ethiopia, an operation which also affected 

Switzerland both as their northern neighbour and a member of the League of Nations. 

Imposing the economic and trade sanctions on Italy would have damaged the political 

relations between the two states, plus it would not have been favourable for the Swiss export 

and economy.6 With the strengthening of the relations between Italy and Germany, the Swiss 

authorities again had to operate in a newly changed setting. Chronologically, the next big 

event for them to cope with was the outbreak of the World War II, ushering in years in which 

the Swiss leadership and diplomacy had to make an incredible effort which can be compared 

to a circus balancing act, walking on a tightrope, high above a pool full of crocodiles – one at 

any moment could be fatal for the country’s fate. Things went from bad to worse in 1940, 

when France was occupied by the Nazis, which meant that now the Confederation was fully 

surrounded by Axis powers and had access by ground to no other state. This factor contributed 

to the difficulties in preserving neutrality and made it even more difficult than before to 

maintain the balance in trade, for example, with the two belligerent blocs. Of course, Swiss 

politicians also had some aces up their sleeve, and they made good use of them. In effect, the 

country survived World War II without ever being militarily attacked.  

The goal of this study is to explore how the Swiss leadership managed to achieve this. 

Much has been written about the Swiss’ problems and relations with Nazi Germany and what 

policy they followed concerning the Third Reich.7 In general, the National Socialist leadership 

                                                             
5 Walter Zahler, “Switzerland and the League of Nations; A Chapter in Diplomatic History”, The American 

Political Science Review, 30, No. 4 (1936), p. 756. 
6 Atilio Tamaro to Benito Mussolini, 7.10.1935 in De Felice, et. al. (eds.) Documenti, serie VIII, 3, 1992, doc. 

273. 
7 For example, Georg Kreis’ Switzerland and the Second World War, 2000. Discusses trade, financial relations, 

foreign relations, defence challenges, refugee problems and the trade with gold 
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did not regard Switzerland positively, to say the least. The Alpine state stood for everything 

that was against their ideas – free speech, multilingual population, decentralised democracy 

and other liberal values. Nazis despised them and considered them the country which 

“possessed the most disgusting and miserable people and political system. The Swiss were 

the mortal enemies of the new Germany”, as Hitler described them in a meeting with Benito 

Mussolini and Galeazzo Ciano.8 However, the Swiss were still considered as part of the 

German population by the Nazis and they were supposed to take part of the Greater Germany 

after Switzerland ceased to exist, which in Hitler’s opinion is more than deserved.9 Still, the 

planned Operation Tannenbaum, which consisted of attacking Switzerland militarily and 

destroying it, never took place. The German leadership saw more benefits in trading with the 

Confederation than destroying its production forces and financial system, both being of big 

importance for the existence of the Reich.10 Furthermore, German political leaders came to 

the conclusion that invading Switzerland was not between their priorities, as the benefits of 

such an operation would not be huge, plus it would cost them valuable time and resources.11 

What has remained less prominent are the Confederation’s relations with the Hitler’s most 

important partner in Europe – Mussolini, and Italy as led by him and his politics. Discussing 

the topic will help shed some light on this question.  

This project’s goal is to try and find answers to some of the following questions: was 

there ever an actual risk for the Swiss territorial integrity coming from the South? What 

interests did Italy pursue in Switzerland? Did they have any interest in adding Swiss territories 

to their own? If the answer to the last question is positive, did they really trade those lands in 

exchange for other goods as the popular belief among people today stands, or were there other 

reasons for which no military actions ever took place? To what extent did Switzerland handle 

the challenge of staying neutral when it had to respond to demands coming from different, 

sometimes internally feuding, actors? 

Discussing all of these subtopics will throw light on the main research questions: What 

was Switzerland’s strategy to preserve neutrality? What were the main tools of avoiding 

conflict with fascist Italy and what political, diplomatic, financial and economic sacrifices did 

                                                             
8 Christian Leitz, Nazi Germany and Neutral Europe during the Second World War, Manchester: Manchester 

University Press, 2000, p. 14.  
9 Adolf Hitler, Hitler's Table Talk, 1941–1944, Martin Bormann, ed., Norman Cameron, trans., London: Enigma 

Books, 2000, p. 800. 
10 Codevilla, Alpi, p. 89. 
11 Klaus Urmer, “Let's Swallow Switzerland": Hitler's Plans Against the Swiss Confederation, Lanham: 

Lexington books, 2001. 
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the country make in order to do so between 1922 and 1943? In what way did Switzerland 

manage to convince Italy that it was not worth it for them to attack the Confederation?  

In order to discover the Swiss answer to the challenge of preventing any military attacks 

against them, I will look into the political relations, as those seem to be the most important 

vehicle for preserving peace. I start with a brief discussion of Swiss neutrality: what are its 

components and its principles, how do these fit Switzerland’s traditions. I will follow with an 

inquiry into the changing perception of fascism and Italy by the Swiss leadership and by the 

general public in the Confederation. An important task is to study what kind of problems 

existed between the two states and how they were resolved. An effort will be made to examine 

various political obstacles – from diplomatic problems to eventual physical clashes close to 

the Swiss-Italian border and their effect. I will also discuss the political, strategic and 

diplomatic importance of each country to the other. The trade exchange and the financial 

transactions (loans, etc.) between the two states will be central to the discussion. What is of 

fundamental importance is the Swiss wartime strategy in case of an attack. Understanding this 

would give many answers to the question why events from 1939 to 1943 unfurled as they did. 

Explaining how the army was organized and what their strategy was will help shed light on 

the country’s increased resilience potential. By increasing the resilience, the deterrence 

possibilities were raised, and that was Switzerland’s main strategy in those years. Another 

important part of this study is the investigation of Italy’s intentions, the views on Switzerland 

held by their leadership, and the possibilities of actual operations available to them. I will try 

and provide answers to the questions about their priorities in regards to Switzerland as some 

of the keys to resolving this problem are in this area of inquiry.  

1.1. Primary sources 

The most important primary sources are Italian Diplomatic Documents, collected in 38 

volumes.12 These materials provide us with first-hand information regarding all of the official 

communication between the Fascist government and the Italian ambassadors and 

representatives in Switzerland. Those sources contribute to the project by demonstrating what 

the everyday problems between the states were, what Italy protested against, and what tasks 

were given to the State representatives based in Bern. They also provide us with some insights 

                                                             
12 Ruggero Moscati, Giampiero Carocci, Documenti Diplomatici Italiani, VII serie, 1-16, 31.10.1922-14.4.1935. 

Renzo De Felice, Pietro Pastorelli, Gianluca Andrè, Mario Toscano; Documenti Diplomatici Italiani, VIII serie, 

1-13, 15.4.1935-3.9.1939. 

Mario Toscano, Pietro Pastorelli, Giuseppe Vedovato; Documenti Diplomatici Italiani, IX serie, 1-10, 3.9.1939-

8.9.1943. 
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about the general opinion of the Italian leadership about the Confederation and allow us to 

understand what the state of their relations was in the current moment. Equally important are 

the Diplomatic Documents of Switzerland for the period of 1922-1943.13 They have the same 

importance for this study as the above mentioned Italian documents, but represent the events 

in mirror-wise image. The communication between the Federal Council and the Swiss envoys 

in Italy was very important for the project as it complements the view on the relations between 

the two states and how the Swiss saw the situation in this period.  

Another important primary source document is Galeazzo Ciano’s diary.14 In this book, 

Italy’s foreign minister shares his recollections of the period 1937-1943, i.e. the years which 

are the heart of the current study. Being one of the fascist regime’s most important politicians 

at the time, Ciano’s memoirs offer more details about Italy’s policy in the pre-war years and 

the times before the German occupation. The project will benefit from this source as it 

includes also discussions regarding Switzerland’s future and Operation Tannenbaum. This 

material benefits the study by providing knowledge about what different groups in the 

leadership of the country thought and planned about Switzerland and Italy’s policies towards 

Nazi Germany. 

Rapporto Del Generale Guisan all’Assemblea federale sul servizio attivo is also an 

important primary source which in essence is the report of Henri Guisan, the General 

Commander of the Swiss army from 1939 onwards. It was him who created the Swiss Defence 

Strategy known as “National Redoubt” that was supposed to be applied in case of an enemy 

attack. His report to the Swiss leadership gives us profound knowledge of the Swiss’ state of 

the military, their intentions to fight until the very end with no option of backing down, plus 

how and where the army should be placed in case of a foreign invasion. 

1.2. Secondary sources 

 

                                                             
13 Walter Hofer and Beatrix Mesmer, Diplomatic Documents of Switzerland, 9, (1925–1929), Bern, 1980.  
Jean-Claude Favez, Diplomatic Documents of Switzerland, 10, (1930–1933), Geneve/Bern, 1982.  

Jean-Claude Favez, Diplomatic Documents of Switzerland, 11, (1934–1936), Geneve/Bern, 1989.  

Oscar Gauye, Diplomatic documents of Switzerland, 12, (1936-38), Geneve/Bern, 1994. 

Jean-Francois Bergier, Diplomatic Documents of Switzerland, 13, (1939–1940), Geneve/Bern, 1991. 

Antoine Fleury, Mauro Cerutti, Marc Perrenoud, Diplomatic Documents of Switzerland, 14, (1941–1943), 

Geneve, 1997. 
14 Galeazzo Ciano, Diario 1937-1943, edited by Renzo De Felice, 3rd edition, Milano, 1996. 
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Emilio Raffaele Papa’s recent study of Swiss history provides essential background for 

the current project.15 His book gives broad knowledge of how Switzerland experienced the 

years after the World War I and what were the consequences after that. It goes along with 

telling the story about the cohabitation with Fascist Italy and the problems of the country after 

the outbreak of the economic crisis at the end of the 1920s and in the early 1930s. It provides 

also information for the events after the rise of Hitler and the National Socialism and the start 

of the War. La Svizzera nel contesto storico europeo16 by Georges-Andre Chevallaz, a 

historian, a politician and an ex-member of the Federal Council in Switzerland, gives a good 

understanding about the position which the country had in the European politics through the 

first decades of the 20th century.  

A summary of the enormous work of the Bergier Commission would be Pietro 

Boschetti’s book La Svizzera e la Seconda Guerra Mondiale nel Rapporto Bergier.17 It 

discusses the work of the Commission formed to investigate Switzerland’s history in the 

wartime years as a result of the criticism of the Swiss policy in this period. Switzerland was 

heavily criticised for their refugee policy and their denial of shelter of certain war-affected 

groups. Other severe critics claimed that Switzerland and Swiss banks were never interested 

in the origin of the gold taken from Germany and Italy during the war and claimed that it 

should have been refused due to its suspicious origins, possibly coming from citizens of 

Jewish origin or taken from banks of other countries during the conquest of Europe by the 

Third Reich.18 However, the main criticism is focused upon the Helvetic trade with the 

German Reichsbank and not that much with Banca d’Italia or with Italy in general. What 

Switzerland is also criticised for, and these discussions continue till today, is the question 

whether they have to be accused of supporting the war effort of the Axis bloc by trading with 

it, continuing the financial exchange and by allowing transit traffic till the very end of the 

war.  

Going into the Publications of the Independent Commission of Experts Switzerland – 

Second World War, some of the volumes give an important insight of the Swiss politics and 

relations with the fascist government. This modern and deep study of the problem benefit the 

                                                             
15 Emilio Raffaele Papa, Storia della Svizzera. Dall'antichità ad oggi. Il mito del federalismo, Milano: Bompani, 

2004. 
16 Georges-Andre Chevallaz, La Svizzera nel contesto storico europeo, Locarno: Dadò, 1993. 
17 Pietro Boschetti, La Svizzera e la Seconda Guerra Mondiale nel Rapporto Bergier, Lugano: Casagrande, 2016. 
18 Independent Commission of Experts Switzerland – Second World War, La Svizzera e le transazioni in oro 

durante la seconda guerra mondiale. Rapporto intermedio, 16. 
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current project in many ways, but is mostly helpful when discussing the effort of Switzerland 

to remain loyal to its principle of neutrality in these extreme times.19 

Entering into more specific literature, Angelo Codevilla’s effort to reveal the Swiss 

policy and history in the period is pertinent to my project.20 It provides crucial information 

about the Swiss military preparation in the pre-war years and their strategy in the following 

ones. Not only that, but it also gives information about the concessions that Switzerland had 

to make in terms of loans, trade agreements etc. in its relations with Italy. Apart from 

Codevilla, Martin Kuder’s research presents one of the best regarded efforts in this field.21 

Here, the author goes into details into the Confederation’s relations with Italy and discusses 

most all of the important topics existing – political, financial, diplomatic relations for the 

whole period discussed in the current text (1922-1943). A lot of attention has been given to 

the Swiss investments in Italy for the whole period and to the utmost importance of the Italian 

ports for the Swiss economics and the trade by sea, especially after the fall of France in June 

1940. What makes Kuder’s work even more impressive and important is that he provides 

information about problems with and of the minorities in the two countries, which is a factor 

that could easily undermine the already fragile good relations between the states. With the 

general lack of secondary sources in the field of Swiss-Italian relations in this period, Kuder’s 

study presents an indispensable contribution for answering the questions that this project 

discusses. Mauro Cerutti is another author who discusses in details the relations between the 

two states during the centuries.22 This book provides the reader with an important overview 

on how the two countries saw each other after the pre-war years and how processes evolved.  

Especially before the 1930s, few authors provide information about any significant 

changes in the relations between Switzerland and Italy. Most of the sources tend to be written 

in Italian, with just few exceptions in other languages.23 To a certain point, this problem was 

                                                             
19 Ibid., “Clearing. Il traffico dei pagamenti fra la Svizzera e le potenze dell’Asse”, 3, 2001. 

Ibid., “Transito ferroviario attraverso la Svizzera (1939–1945)”, 4, 2001.  

Ibid., “La politica dei rifugiati e d’economia estera della Svizzera nel contesto della comunicazione politica 

pubblica 1938–1950”, 8, 2001. 

Ibid., “La politica economica estera della Svizzera 1930-1948”, 10, 2002. 

Ibid., “L'industria svizzera degli armamenti e il commercio di materiale bellico all'epoca del nazionalsocialismo. 

Strategie imprenditoriali – evoluzione del mercato – controllo politico”, 11, 2002. 
Ibid., “La Svizzera e le transazioni in oro durante la seconda guerra mondiale. Rapporto intermedio”, 16. 

Ibid., “Reti operative, progetti e affari. Aspetti delle relazioni finanziarie italo-svizzere 1936–1943. 

Contribuzione alla ricerca”, 22, 2001 
20 Codevilla, Alpi. 
21 Martin Kuder, Italia e la Svizzera nella Seconda Guerra Mondiale, Roma: Carocci, 2002. 
22 Mauro Cerutti, Fra Roma e Berna: la Svizzera italiana nel ventennio fascista, Milano: Franco Angeli, 1986. 
23An example for such a source would be La Svizzera e il fascismo italiano: 1922-1930 by Katharina Spindler.  
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to be expected as those issues concerned mostly the local scholars. In order to overcome this 

obstacle, the large amount of primary sources has been used as a base for the discussion 

especially in this period. 

 The PhD thesis on the topic of “The Economics of Neutrality: Spain, Sweden and 

Switzerland in the Second World War”24, written by economic historian Eric Golson, which 

can be useful for understanding details of the trade and how Switzerland’s behaviour was 

different from the other neutral countries mentioned in the title of his work. This text has been 

useful for formulating my conclusions and drawing a comparison between the Swiss way and 

the Swedish way of avoiding external threats during the war. 

1.3. State of research 

 

One of the main theories claims that Switzerland was not attacked by Italy mostly 

because Mussolini understood that trading and maintaining the economic ties with this state 

would give him more benefits than entering in a war with it.25 In case of attack, Switzerland 

would have probably stopped the transit traffic between Italy and Germany, which was more 

than crucial for Italy. There are many claims that the tunnels of St. Gotthard and some others 

which were connecting the south and the north were mined by the Swiss army and they were 

ready to be destroyed in case the traffic needed to be stopped.26 The same was the situation 

with many railway and road bridges. Railway traffic was a first priority for Italy as otherwise 

the deliveries of fuel, for example, would have taken much longer and would have been much 

more costly. An important point is that Mussolini and the Fascist leaders had no interest of 

stopping the trade between the two countries as some of the Swiss investments were still 

increasing and they were important for Northern Italy’s economy. The “clearing system” that 

Switzerland introduced for the export and the import to and from Italy was also working fine 

for the fascist state – with its help the countries did not have to use the other country’s currency 

for the trade, and that was welcome for Rome, as the available reserves were insufficient.  

Another claim is that Italy needed the bank loans from the Swiss banks far too much to 

risk destroying or destabilizing Switzerland’s economy.27  Sources reveal several occasions 

where Italian requests for new loans were satisfied completely or at least partially by Bern. In 

                                                             
24 Eric Golson, The economics of neutrality: Spain, Sweden and Switzerland in the Second World War, PhD 

thesis, The London School of Economics and Political Science, 2011. 
25 Kuder, Italia. 
26 Codevilla, Alpi. 
27 Golson, Economics. 
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addition to these factors, after entering the war Italy faced another problem – their currency, 

the Italian lira, was not accepted by the other neutral states like Sweden, Ireland, Turkey, 

Romania etc., so the country had no way of trading with them. Therefore, Rome had to find 

a currency that was still accepted and it found it in the Swiss franc. Italy desperately needed 

fresh cash as it almost had none in the treasure room of Banca d’Italia, so Switzerland’s 

readiness to buy their gold was crucial. 

The argument presented in this project can be described as a reanalysis of two existing 

ideas. Switzerland was not attacked because it presented an indispensable financial centre for 

many countries, Italy included, and without trading and striking financial deals for loans and 

trade agreements with it would have probably led to even worse economic crisis. At the same 

time, a war against the Confederation would not be worth it as there is not that much to win, 

yet the actions could take a lot of time and resources. The consequences would have limited 

Italy’s access to German deliveries as a result of the Swiss reaction to an armed attack, so this 

would have been another challenge for the Fascist government. It is most likely that the fact 

that Switzerland survived WWII without entering in combat is a combination of military, 

economic and strategic factors. Lastly, in the one moment of the 21-year period when Italy 

could actually attack Switzerland, in 1940, the country lacked military and economic power 

to conduct such a complicated operation. In order to understand the events from this period, 

one needs to find the place of Switzerland in the Italian list of interests for foreign expansion.  

1.4. Outline of the project 

 

1. In the next chapter, the background to key topics like the importance of neutrality for 

Switzerland, its roots and its traditional place in building foreign policy and the 

decision-making process will be sketched. What kinds of neutrality Switzerland 

follows and how is it embodied in the international law will also be discussed. Last, in 

this part of the text, a brief overview over how Switzerland fared in World War I and 

which lessons were learned from the first global conflict will be provided. The 

consequences of the war and the mobilisation of the army will be discussed briefly in 

order clarify why the country entered the period 1922-1943 in the way it did.  

2. Chapter 3 discusses the Swiss-Italian relations right after the Fascists’ rise to power. 

An overview and discussion of the political, financial, economic, diplomatic relations 

can be found here. The private sector foreign investments in both countries are also 

covered, as well as their importance for the good-neighbourly relations between the 
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two states and the factors that undermined them. The bilateral export and import are 

also an important topic in this part. 

3. The fourth chapter begins with Adolf Hitler’s rise to power and the dominance of 

National Socialism in Germany. This was chosen as a starting point for this part of the 

text as Switzerland’s situation in its European foreign relations changes again with the 

birth of a second authoritarian state right across its borders, this time on the North. The 

structure of the chapter is the same as the previous one, looking closely into the 

political, financial, economic, diplomatic relations with Italy, along with changes in 

trade exchange and the newly created “clearing system”. The situation in Europe 

changed significantly as Italy and Germany were becoming closer and closer, which 

only brought new trouble to the Swiss policy-makers, therefore their adaptation to the 

new union has a part in this chapter. 

4. The fifth chapter discusses the changes that the fall of France in 1940 implied for 

Switzerland and its foreign policy and concludes with the fall of the Fascist regime in 

September 1943. During these years things went from bad to worse for the country as 

it was territorially trapped between the Axis powers Germany and Italy. The structure 

of the chapter repeats the one of the previous two, following the events chronologically. 

Political tension due to the Italian threats to Switzerland is also discussed in this part 

of the project. 

5. Conclusion. Summary and discussion about the outcome of the events. What decisions 

were taken and what strategies were applied for Switzerland to survive the Second 

World War without being militarily attacked? Could it have achieved more or could it 

have made fewer concessions? Was it only thanks to the governors that the country 

achieved their main goal in those years, or were they lucky in not having territories of 

primary importance for the Fascist leadership? A brief comparison with the Swedish 

experience in WWII point out the similarities and the differences of the policies of two 

different neutral states during the conflict.  
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2. Background 
 

2.1. The Prehistory of Swiss neutrality, 1516-1914 

 

Policy decisions taken by each country are based on its own interests, its history and its 

traditions. In Switzerland’s case, one of the oldest foreign policy traditions is staying neutral. 

This was not and is still not a goal of its own – it was seen as the most felicitous way of 

preserving the country’s independence from outside parties or forces. But what does “neutral” 

mean? The word comes from Latin, “ne uter”, which means “neither nor the other”. 

Switzerland’s tradition of keeping neutral foreign policy dates from the beginning of the 

sixteenth century. In 1516, after a defeat in the Battle of Marignano against the French, 

concluding with a victory for King Francis I’s army proved to be a milestone in deciding 

future Swiss foreign politics.28 This defeat and the following peace agreement convinced the 

Swiss that they should avoid taking part in military battles not least because of their small 

army size. This event formed the contractual basis for Switzerland’s reticence in foreign 

policy for centuries. The situation remained unchanged until Napoleon’s rise to power, and 

his expansionist ambitions included the Helvetic territory.29 After his conquest of the country 

in 1798, the Swiss lost their neutrality for 16 years. Swiss military divisions took part in the 

fight against the Napoleon’s army in Europe, and the Paris peace treaty was signed at the end 

of the war.30  

One of the points included in this document confirmed Switzerland’s right of being 

neutral. According to the agreement, this period’s great powers – Great Britain, Russia, 

Austro-Hungary and Prussia recognised and guaranteed Swiss neutrality. Some scholars 

claim that this was useful also for them for strategic purposes, given Switzerland’s 

geographical location.31 Its position in the centre of Europe was perfect for becoming a buffer 

zone between France and Austro-Hungary, and this contributed to preserving the peace. 

However, in the following years and decades, Prussia, France, and Austro-Hungary continued 

intervening in Switzerland’s internal affairs.32 This was clearly bothering the Swiss 
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leadership, but luckily for them the Revolutions from 1848-1849 started in Europe. 

Switzerland managed to catch the right moment when the major powers on the continent were 

busy with other affairs and presented their new constitution which affirmed their neutral 

foreign policy as instrumental for safe-guarding independence.33 A key point in this 

constitution was the inclusion of the country’s right to build a strong army, which was 

supposed to defend the country’s neutrality and their territory. Considering the moment of 

history and the fact that Switzerland’s constitution was not of primary importance for the 

Great Powers at the time, it was presented and ratified with no objections. By modifying their 

constitution, Switzerland now had the capabilities to defend itself not only by skilful 

negotiations, but also by military force if needed. Neutrality was confirmed as a foreign policy 

norm also in the Federal Constitutions from 1874 and 1999.34 

Switzerland’s credible application of armed neutrality35 and other humanitarian 

initiatives such as founding the International Committee of the Red Cross (ICRC) in 1863 led 

to widespread recognition of the country’s neutrality.36 One of the first challenges to the Red 

Cross organisation was assisting with humanitarian action during the Franco-Prussian war in 

1871. The organisation took care of the wounded and ill soldiers and support personnel on the 

battlefield and many were brought to safe places like Swiss resorts and sanatoriums where 

they could heal.37 Other activities included the repatriating of detained civilians to their 

homelands, as well as returning tens of thousands of evacuees from occupied territories or 

exchanging seriously wounded soldiers among the warring parties. 

October 18th, 1907 proved to be a date of crucial importance for the Swiss policy and the 

tradition of neutrality. The second Hague Conference on Land Warfare defined, among other 

issues, the rights and duties of neutral states.38 The Hague Convention agreement is a 

document of prime importance for Switzerland as it became a guideline for their policy-

makers in the future decades as the country’s policy was always determined on strictly 

following these principles.39 In practice, the document defined and determined legally what a 

neutral country should and should not do if they wanted their neutrality to be respected. 
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Among the most important obligations that a neutral state had to comply with was not to enter 

in war as the aggressor party.40 The same article defines the “military neutrality” as the classic 

form of neutrality, the one selected by Switzerland. It also defines self-defence as a key 

obligation. According to the Hague Convention, a neutral state ought to follow politics of 

impartiality towards belligerent sides.41 This concerns very much the question of exporting 

war material and will be discussed in the later parts of this study. Also, a neutral state should 

deny access to their territory to any of the warring countries or blocks to avoid favouring any 

of the sides.  

This document was of utmost importance especially during the two world wars, and 

even greater emphasis was given to it during the World War II. By making good use of it, the 

Swiss leadership had a strong legal support base in responding to claims coming from both 

belligerent blocks regarding presumed violations of the law of neutrality. During the wartime 

years, Switzerland managed to respect the rules coded by the 1907 Convention only with 

minor exceptions.42 The emphasis on basing its policy on these agreements and following 

them strictly gave the decisions and the neutrality a legalistic support. The country had to take 

certain decisions that could be morally questionable, but were legally acceptable and 

Switzerland could not be accused of violating the law of neutrality which has already been 

generally accepted.43 The Hague conventions also define the answer to a question with great 

importance for Switzerland during the Second World War: trade with foreign forces of 

wartime production or accessories.44 The document clearly states that such cooperation is 

compatible with neutrality not only in times of peace, but also during wartime. The law of 

neutrality however required that all belligerents were treated equally.45 The Hague 

Convention also defined questions such as the compatibility of neutrality and taking part in 

economic sanctions imposed by other parties. It not only requested granting transit rights for 
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passage during peace-support operations and direct participation in humanitarian operations, 

but also made clear when such actions fit the principles of neutrality. Of course, the 

international situation influenced neutrality’s policy scope in practice, but the effectiveness 

and the credibility of neutrality had to be proven and defended.  

Since the 1848 Constitution was enacted, Swiss neutrality can be defined as self-

determined, because it was Switzerland that decided to follow this line in their international 

relations. In fact, after 1915, the Helvetic state was surrounded by belligerent states in the 

First World War. However, their governments knew that the Confederation would not tolerate 

violation of its territorial integrity. As a result, neutrality was respected during the whole 

course of the First World War. Switzerland in addition provided relief and humanitarian 

assistance when compatible with its neutrality.46 For example, Swiss armed escorts protected 

the transport of goods to Eastern Europe, which did not compromise the main Swiss political 

ideal as the governments concerned gave permission to the Swiss representatives to perform 

their duty.   

According to some scholars, Switzerland’s past shows that complete economic 

neutrality has never been feasible.47 Considering the country’s role of a financial hub, its role 

of transit route via St. Gotthard, its history of arms export during the Second World War and 

the bigger and stronger neighbours it historically had, suggest that this is a very hard task to 

achieve, considering the pressure that was put on them to continue the trade. According to 

Schindler, neutrality of attitude is also impossible when studying the case of a democratic 

society, which is Switzerland’s case.48 In order to impose such neutrality of attitude, it needs 

to be forced upon the population by authoritarian rule and censorship, as it is not compatible 

with free speech and the right of free thought and expression. 

2.3. Neutrality in the shadow of the First World War (1914-1920) 

 

Many of Switzerland’s political choices made during the years of the Second World 

War were based on its experience in the previous global conflict. The lessons learned, both 

the positive and the negative ones, in this period helped the country in the great mission of 

not getting attacked by any foreign forces. Sources demonstrate that during the First World 
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War significant problems domestic scene also existed. They were caused by the weak ties 

between the group of the Italian-speaking people in Ticino and parts of Grisons and the 

French-speaking groups from the Western cantons on one side, and the German-speaking part 

of the population and the political leadership in those years on the other. In the case of the 

Italian speakers, the growing malcontent is a result of the little attention that was given to the 

problems and the needs of the smallest language group in the country.49 Until that time, no 

serious challenges from their neighbour countries were identified during the decades after 

introducing the 1848 Constitution, so this period can be defined as a heyday for the neutrality.  

Things changed dramatically with the creation of the Entente and the Central Powers 

and the start of the First World War. The population remained united in the opinion that 

Switzerland should not abandon their traditional policy of neutrality in their foreign affairs, 

but the different newspapers differed in their views on the actions of the warring sides. In 

1914, the French army was situated in Eastern France. Germany therefore had two options for 

surprising the enemy – the German army had to outflank the French by either passing through 

Belgium or through Switzerland, both of which had a long history of neutrality. For several 

reasons, some of them related to the fact that the Swiss territory was much harder for 

traversing than the flat Belgium lands, the German army command created the Schlieffen plan, 

according to which the troops had to pass through Belgium. On the 2nd of August, the German 

leadership requested the right of passage for its troops, which was denied immediately by the 

Belgian government. The German chancellor Theobald von Bethmann Hollweg dismissed the 

Treaty of London from 1839 which guaranteed Belgium’s neutrality, famously defining it as 

“a scrap of paper” and proceeded with the invasion of Belgium.50 What was supposed to be a 

transit passage of German troops resulted in numerous cruelties upon the civil population, 25 

000 Belgian victims, destroyed public property and dismantling of the economy of the 

country. 650 000 people were unemployed and more than 1 500 000 had to flee the country 

to seek shelter elsewhere. The Swiss political leadership was worried that after such  disregard 

for international law, Germany could also invade the Confederation’s territory and the army 

could repeat its actions if such an operation was considered needed by the German generals.51 

This was the main reason for which the Federal Council did everything in its power to 
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maintain good relations with their Northern neighbours. The majority of the government was 

pro-German oriented and General Ulrich Wille, Hamburg-born and devoted to Prussian 

military thought52, was appointed as Commander-in-chief of the Swiss Army also due to his 

good contacts with the German command. The militia army in the country was mobilised and 

maximum level of readiness was requested in order to increase the deterrence capabilities of 

the state. However, the government refused to officially condemn the German raid in 

Belgium, also known as the “rape of Belgium”, in order to avoid provoking dissent with 

Germany. This decision was fiercely criticised by the French and Italian-speaking press in the 

country, representing the general thinking in those cantons. When the Schlieffen plan failed, 

Germany was already in a protracted struggle in other areas of the continent53, so they did not 

want to make more enemies.  

 Switzerland accepted Belgium refugees in the French-speaking cantons of the country. 

While the French and Italian-speaking newspapers La Suisse, La Gazzette and Le Pays told 

horror stories of how the Belgians had to survive, the German-speaking Berner Tagblatt 

advised the refugees to go back to their homelands where “under the sensible German 

administration they could work on getting the situation back to normal”.54 French and Italian 

speakers in the country protested against these positions and believed that the country was 

violating neutrality and that could put its international recognition at risk.55 The German-

speaking group believed that France was falling apart and it was better for Switzerland to 

retain good relations with the winning side, while the French and Italian-speaking groups 

feared that what happened to Belgium can happen also to Switzerland. This conflict between 

the language groups was known as Graben, or fossé.56  

At the start of the war, Switzerland could count on 250 000 draft army plus 200 000 

support personnel. The disagreements about the foreign policy escalated in 1915 when Wille 

proposed that Switzerland abandon neutrality for joining the war on the side of the Central 

Powers.57 Apart from the huge scandal that this proposal provoked in the French-speaking 

                                                             
52 Herman Amersfoot/Wim Klinkert, Small Powers in the Age of Total War, 1900-1940, Brill, 2011, pp. 72-75. 
53 Hans Gotthard Ehlert, The Schlieffen plan: international perspectives on the German strategy for World War 

I, Lexington, Kentucky: University Press of Kentucky”, 2014. 
54 Orazio Martinetti, Sul ciglio del fossato: la Svizzera alla vigilia della grande Guerra, Locarno: Dadò, 2018, 

p.153. 
55 For example, the Ticino newspaper “Il Ragno” took highly critical attitude towards the German wartime 

actions; Maurizio Binaghi, “Il Canton Ticino negli anni della Grande Guerra”, “Il Cantonetto”, LXII, N. 3-4, pp. 

1-25. 
56 Church/Head, History, p. 196. 
57 Martinetti, Ciglio, p. 158. 



23 
 

and Italian-speaking cantons, the situation worsened after another unfortunate event. Two 

colonels of the Swiss army gave specimens of the Staff Gazette, a confidential Swiss journal 

to German and Austro-Hungarian diplomats in 1916. Not only that, but they also handed over 

decrypted Russian messages, and the double incident became known as the Colonel affair. 

Eventually, their actions became public and caused enormous problems for Switzerland with 

the country risking to lose the recognition of its neutrality by other governments. The scandal 

became public through the newspapers, undermining even more the trust between the different 

language groups in the country. The errors committed by Wille did not stop there. After the 

scandal could no longer be hidden anymore, he decided to punish the two colonels by 20 days 

of detention, a sentence which was considered completely unsatisfactory by the pro-Entente 

groups in the country.58 The gap between the two sides was widening and it was not hard to 

see the different positions which the media from different language groups were taking. 

In 1917, another scandal became public and put the international recognition of the 

Swiss neutrality at great risk. It became well-known as the Grimm-Hoffman affair and it 

triggered the outrage of the Western Powers.59 The scandal consisted of the mission taken by 

Robert Grimm, a member of the Swiss National Council, who had socialist beliefs and was a 

known Lenin associate. In accordance with the federal councillor Arthur Hoffmann, Grimm 

went to St. Petersburg to discuss a separate peace agreement between Germany and Russia. 

He presented himself as an actual representative of the Swiss government whose goal was to 

work for peace, thus exceeding his mandate. The problem was that stopping the war on the 

East was against the interest of the Entente powers, which were fighting Germany on the 

Western front because thus Germans would be able concentrate its efforts only against France, 

Great Britain and their partners. The affair came to light as a telegram between Grimm and 

Hoffman about the possible separate peace agreement became public. Grimm pretended that 

his actions were only mediatory and in favour of peace, but the Western powers were outraged 

by the fact that Switzerland intervened in affairs that did not pertain to them. This was a 

violation of the Hague Convention of 1907 as it gave an advantage of one of the belligerent 

sides.60 Hoffmann was forced to resign from his position as he had not consult with the other 

members of the Swiss Federal Council, while Robert Grimm was expelled from Russia. The 

motivations for their actions remain uncertain. While some scholars claim that their actions 
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were in Germans’ favour with eliminating the Eastern front61, others present claim that Grimm 

was moved by willingness to secure peace in Russia in order to support Lenin’s goal – an 

eventual socialist revolution.62 

However, apart from the scandals in which Switzerland was involved, the country had 

an important role in the humanitarian sphere and this contributed to the recognition of its’ 

neutrality. The state and the International Committee of the Red Cross continued their 

collaboration in providing relief. In October 1914 the Central Agency for Prisoners of War 

was established and its goal was to create a system for processing information. It provided 

assistance to the prisoners and handled the correspondence between them and their families. 

The organisation continued its work after the end of the war, helping to resettle the prisoners 

of war and assisting them to return home. 

During the war, the country became a haven for large number of politicians, artists, 

pacifists and thinkers, finding a secure shelter in the neutral state. Bern, Zürich and Geneva 

thus became centres of debates about the country’s modern problems, the population and 

European society in general. One of the anti-war groups which were found in Zürich during 

the years after 1914 offering a solution to the problems by bringing lasting changes to the 

world, was gathered around Vladimir Lenin, who believed that ordinary people were fighting 

the wars of the bourgeoisie and that the popular masses gained nothing but suffering. After 

the start of the war, a new communist movement emerged on Swiss territory. Lenin personally 

led the conferences in Zimmerwald in 1915 and in Kienthal in 1916 in which the working 

class was called upon to engage in civil war in order to gain political power.  However, the 

Swiss working class did not take much notice of these calls. 

 At the same time, in Ticino the Italian-speaking part of the Swiss army protested against 

orders coming from the pro-German oriented leadership and at times refused to perform their 

activities when those were considered unreasonable.63 The military leadership imposed a 

severe regime for the militia army in Ticino, which worsened the situation even more, making 

the locals as if they were under occupation or lived as a province that has already been 

occupied.  

2.4. Domestic problems of Switzerland 
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The problems in Ticino were not only limited to the relations of the locals with the 

military leadership. In fact, the canton’s education system didn’t work well during the first 

two decades of 20 century.64 The main cause for that was the fact that the salaries of the 

professors in the Swiss schools and universities were considered low, which as a consequence 

led to a drop in the quality of the education. Due to the geographical position, the language 

spoken there and the little distance separating the biggest cities of Ticino like Lugano, 

Locarno or Bellinzona from Italy, many families found themselves obligated to send their 

children to Italian schools and universities like those in Milano, Como, Varese, Bergamo, and 

others.65 By itself, that was not a problem, but the danger appeared to arise from the fact that 

in this way, parts of the young Swiss population became prey for Italy’s nationalist agenda.66         

Meanwhile, people in the canton did not hide their dissatisfaction, claiming that Ticino 

was disregarded by the State authorities. They protested pointing out that it was obligatory 

for them to study the German and the French language at school, while Italian is not 

mandatory in other cantons where the German and the French-speaking population 

dominated. The people of Ticino felt at the margins of the Swiss society which led to general 

disappointment and further detachment from the rest of their compatriots. All these factors 

led to the forming of pro-Italian groups in Ticino that was a ticking bomb placed in the Italian-

speaking part of Switzerland, something that could have benefitted the agenda of any Italian 

expansionist policy. The situation posed a serious challenge to the Swiss politicians, who took 

prompt actions in order to unite the Swiss population again, the results of which became 

visible starting from the after war years. 

Things did not look much better in terms of economic situation and general malcontent. 

The poverty was spreading fast for several reasons, mostly because of the drop in production 

and export during the war.67 The blockade which the Entente powers imposed on the Central 

Powers was affecting also Switzerland.68 In fact, deliveries of primary importance were 

declared possible but with the condition that none of the materials finished in German hands. 

Switzerland was obliged to accept those terms but the country protested that this was affecting 

its economy and it was limiting their independence as the country was not supposed to enter 
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into any economic compact. Irritated by the Entente blockade, in 1917 Germany explained to 

Switzerland that they could no longer allow free passage to the neutral trade ships leaving 

America and delivering wheat for Switzerland as they could not inform the German 

submarines about the identity of the vessels.69 The problem caused lack of foodstuffs of first 

importance in the country, but the situation was resolved as the American president Woodrow 

Wilson who gave an order to military US ships to protect the trade ships, in this way securing 

the country’s export and earning the general sympathies of Switzerland.70 

An important problem which the government at Bern never managed to resolve was the 

issue with the wages of the people who were drafted to take part in the Swiss militia, in other 

words people with full-time jobs who were summoned to serve. The problem came from the 

fact that the state did not pay them wages to do that and in this way their income stopped or 

dropped to the minimum levels.71 Due to the uncertainty during the wartime years, the 

mobilisation also lasted longer than the maximum allowed by the Federal constitution. People 

lost their jobs or were busy with performing their military duty, which led to problems in 

different fields of everyday life. Thousands of Swiss families suffered the wartime years badly 

because of that fact, combined with the lack of deliveries of goods of primary importance. 

The situation became so bad at the end of the war that the State organised charity programs, 

handing special bronze, silver and gold medals to anyone who would donate, and the income 

was given to soldiers’ families. The general unhappiness pointed to the war as the general 

source of everything negative happening in the Alpine country, which led to the creation of 

different anti-war groups and movements.  

The existing problems led to series of strikes in the bigger Helvetic cities, with tension 

reaching peak levels in November 1918, when Zürich experienced a three-day general strike 

in which 250 000 people took part. The  tolerance towards the problems of the most strongly 

affected groups by the war, farmers and workers, ran out. Considering the time in which those 

events occurred, one year exactly after the Soviet Revolution in Russia and the raise of the 

Communists there and the radical ideas of some of the groups formed in the larger cities in 

Switzerland, the political leadership feared an eventual Bolshevik revolution in the country, 

which had to be avoided in all costs. The suspicions of the political leadership probably 

justified as since the start of the war the division between the middle-class workers and 
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organised working class was becoming continuously bigger.72 The leaders of the strike were 

arrested and imprisoned, so the strike was stopped. However, some of the demands of the 

participants were accepted in order to minimize the grievances. The work week was reduced 

to 48 hours and the government promised social assistance to the unemployed.73 

2.5. Switzerland, the League of Nations and the post-war years 

 

As a result of the global conflict, an unexperienced event before 1914, the American 

president Woodrow Wilson proposed the creation of the League of Nations, which eventually 

became reality in the beginning of 1920. Geneva was selected for becoming the seat of the 

organisation, mostly to show that the League was neutral. Switzerland was one of the 

countries that received an invitation to join it, and a solution to the problem concerning the 

compatibility their neutrality and the principles of the organisation, requesting participation 

in military sanctions when this was decided by its Council had to be found. Even if the country 

received a proposal to join the League with a statute of a differential member, the public 

opinion regarding such an entrance was still divided. The group which strongly opposed 

joining the League was the German-speaking part of the Swiss population, while the Italian-

speaking and the French-speaking Swiss citizens were in favour of the country becoming a 

member of the organisation.74 Cantons with multilingual population also approved their 

position.  

Both fractions of the population had their arguments for supporting the decision on 

becoming a member or not.75 The ones who were against joining the League of Nations 

emphasized the value of the long-standing tradition of staying aside from joining any 

coalitions. The understood neutrality to be all-encompassing and absolute, and for them 

joining the League in whatever form was damaging the neutrality. Becoming a member of the 

organisation in their opinion would be equal to putting an end of Switzerland in terms of 

traditions.76 At the same time, the group who was favourable of the Confederation’s entry in 

the international structure of the League of Nations claimed that neutrality in any future war 

would either be worthless or essentially technical if applied in purely military terms. The also 
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supported the idea that neutrality was seen as political means of promoting peace actively, 

and idealistically as a continuation of the good old Swiss policy. They also had a very 

important stance considering the times in which the discussion was held, and that was 

promoting the idea that the League of Nations should be seen as a shield against the spread of 

Bolshevism or any military actions taken by its leaders.77 As the Constitution suggests, the 

decision had to be taken by referendum. In May 1920, almost 417 000 votes supported the 

admission of Switzerland in the League of Nations, while around 324 000 were against it. 

However, this was enough for the voting to pass, so Switzerland became a member of the 

organisation. Switzerland’s neutrality was thus defined as “differential” by the League of 

Nations, at least until 1938 when the country left the organisation after being disappointed in 

several occasions.78 After abandoning the institution, neutrality is defined as “integral” once 

again, as it was before joining the League of Nations.79  This term was used for making 

distinction between the two terms. Leaving the result aside, the whole question once again 

showed the deep dissent existing between the populations. The lack of sense of unity worried 

deeply the Federal government, which also faced several significant changes.80 

In 1919, proportional representation replaced majority voting. As a result, the Free 

Democratic Party (FDP), or in other words the liberal party in the Swiss political system, lost 

40 per cent of the majority of its seats on the National Council and its absolute parliamentary 

majority.81 Those seats were taken by the Social Democratic Party (SDP) and the newly 

formed Conservative and Protestant Party of Farmers, Traders and Independents (BGB). The 

Social Democratic Party was not held in high regard by the others in the Federal Parliament 

due to being suspected of being “internationalists”, who were pursuing a Communist 

revolution in the country. As a result, a “bourgeois block” of the centre-right parties was 
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formed. However, the Free Democratic Party continued to dominate in the Parliament and 

the National Council.82 

    One of the few sectors that were not damaged by the wartime years as much as the 

small business or the railway workers was the banking field.83 Due to the fact that Switzerland 

was never attacked militarily and did not take part in the First World War, this benefitted the 

financial sector to avoid loses. The insurance business was also working well in this period 

of Swiss history, as providing this service in times of increased risk was more attractive to 

customers.84 
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3. Swiss-Italian relations in 1922-1933 

 

3.1. Consequences of the First World War for Switzerland and Italy 

 

The years following the First World War were difficult for all states in Europe and 

Switzerland and Italy certainly were no exception to this trend, even if the war had affected 

them in different ways. While economic growth was registered in countries such as the US or 

the ones of the Great Powers in Europe even during the war due to the mobilisation of the 

economies, the global economy began to decline after the end of the conflict in 1918.85 The 

negative consequences for Switzerland consisted in the rise of the public debt, which was a 

tendency in those years in the industrialized countries, reaching from 15 to 30-40%.86 At the 

start of the 1920s, as a result of the war the stability of the international monetary system was 

weakened and inflation hit several countries – most prominently Germany –which on one 

hand decreased the weight of countries’ domestic debt while on the other bringing about 

drastic changes in the exchange rates between different currencies.87 Switzerland suffered 

from the war and its aftermath mostly because of the fact that its national economy was not 

self-sufficient and it depended on imports. In fact, the Confederation was able to produce only 

about 50% of the goods needed in everyday life. The war caused changes in the European 

import and export system as many states could no longer afford to sell their production if they 

were to provide for their citizens.88 Other problems in Europe were caused by the changing 

of the borders of certain states or the creation of new ones such as Yugoslavia, Czechoslovakia 

or the split of Austro-Hungary into two independent states.89 While it was impossible to 

satisfy all sides during these changes, the policy-makers crucially failed to resolve enough 

issues regarding minorities left in other states, which soon became a ticking time bomb.   

Italy’s experience in the First World War was definitely not less problematic than their 

Northern neighbours’. On the contrary, the Italian economy paid a high price for participation 

in the fighting. Mobilisation of the troops requested enormous resources which caused the 

economy to falter, and the balance of trade became seriously unhinged, falling behind the 
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favourable pre-war period.90 The massive expenses for buying foodstuffs and wartime 

equipment depended largely by inter-ally loans, and therefore created big debts to other states. 

The combination of these and other factors left Italy in a dangerous position in which hunger, 

poverty, unemployment, lack of faith in democracy and general malcontent of the previous 

rule led to political changes and the increase of the support for alternative political ideologies 

and their leaders such as Fascism and Benito Mussolini.91 

Аfter the first unsuccessful attempt to rise to power in the 1920 elections when the 

Fascists received unexpectedly few votes, the movement increased the propaganda 

significantly, targeting  the lower classes. Combined with constant violent demonstrations and 

physical actions against socialists and communists by its members, the Fascist movement 

gained more support and importance. At the preliminary elections in May 1921, Fascists won 

35 seats in the Parliament which were taken at the expense of the communists and socialists.92 

With the key support of King Victor Emmanuel III and the upper classes, Fascists continued 

their actions until eventually the famous march to Rome was organised in the autumn of 1922. 

After the previous Prime Minister Luigi Facta received no help from the King for stopping 

the Fascists, he resigned and the position was given to Mussolini. The Fascists’ actions in the 

past three years, the fact that they did not have the majority in the Parliament and the fact that 

the new government was not elected by the Italian people made the new rule’s legality 

controversial. These factors resulted in deep changes in Italy and to important shifts in the 

relations between the two neighbouring countries. The Swiss political leadership and the 

country as a whole had to adapt to sharing a border with a country with a completely different 

political structure, ideology and vision for its future development, quite different from 

Switzerland’s and from what Italy used to be like before 1922.  

While the Confederation rejected the request of the Austrian province of Vorarlberg to 

become part of the country after the First World War93, the Fascist government had 
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expansionist goals. The idea of uniting all lands with Italian minority or areas which were 

seen as historically Italian to the state territory was one of the most important ambitions for 

the Fascists. The Swiss government had to assess the changes in Italy carefully, keeping in 

mind also the processes which were undermining the internal stability of the country in the 

past decade. The problem with the Italian-speaking population in the Ticino canton had to be 

resolved as soon as possible in order not to become a decisive factor in the relations with the 

Fascist state.  

3.2. Political relations 

 

After the Italian Fascist Party came to power in October 1922, the new government had 

to be recognised by other states in order to establish formal relations with them. In the same 

year, the Swiss Federal Council officially declared that the state recognised the changes in 

Italy and considered them legal, looking at them with optimism.94 There were several reasons 

for which Bern released such a statement. First of all, as a neutral country, the political 

leadership wanted good relations with the neighbouring states. Recognising the Fascist 

Regime was not an object of intense discussions among the Swiss policy makers, as even the 

Socialist parties understood that a refusal can only damage the Confederation’s interests. 

Second, Giuseppe Motta, who headed the Political Department in Switzerland after 1920, and 

the rest of the Swiss government at the time were far much more worried about the activities 

of the socialist movement and other groups with leftist ideas in the country, fearing that their 

actions might start a Bolshevik revolution in Switzerland, even if as mentioned in the previous 

chapter, the population did not express support for this ideology. However, the policy-makers 

in the Confederation paid permanent attention to such a possibility. The Swiss political 

leadership in those years rather appreciated Fascism as a firm answer to any such tendencies 

and admired the Italians’ firmness when dealing with such a treat.95 What needs to be kept in 

consideration when discussing the Swiss political decision making is that one of their core 

principles was anti-communism. There was a third factor which led the country’s political 
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leaders to recognise the Fascists’ rise as legitimate and those were domestic problems and the 

disunity of the population.96 The tension between the Italian-speaking population based in 

Ticino and the political leadership and Bern, and between pro-Italian and pro-Swiss groups 

in the canton could have easily escalated, given also that the first Fascist organisation was 

already formed in 1921 in Lugano.97 It was feared that non-recognition of the new Fascist 

government, would enable secret agents and provocateurs sent by Italy to fire up tension, and 

this was the last thing the Confederation needed.  

The new Mussolini government promised Italians a rapid post-war stabilisation. Their 

goal was to get the country back on its feet and to become a Great Power again. In terms of 

ideology, the Fascists literally despised Switzerland as a country, their neutrality, liberal laws, 

decentralisation, democratic principles and multilingual population.98 At the same time, in 

order to rebuild the country, Mussolini’s government had to stabilize Italy’s economy first. 

The problem here was that the only country with which Italy kept constantly positive balance 

of trade was Switzerland; therefore their idealistic ideas had to be relegated to second place.99 

Italy could not risk losing its strongest trade partner not only because the country was not self-

sufficient and needed the imports, but much more because the big exports into the 

Confederation were one of the main flows of fresh cash.100 At the same time, the priorities in 

territorial expansion of Italy were the Balkans and Eastern Europe in general. 

Тhe relations between Switzerland and Italy followed the same trend until the very end 

of the Fascist regime in Italy. What was important for both sides was that even if those 

frictions never stopped completely, they also never led to a complete breakdown in the 

relations between Bern and Rome. The disagreements between them appear to have started in 

the Fascist regime’s early days with the publication of negative articles on the new Italian 

government in different Swiss newspapers.101 These were far from isolated cases – diplomatic 

documents exchanged between the two counties show that Italy was protesting continuously 

against what the regime considered to be press campaigns criticizing the political decisions 

taken by the Fascist leadership. Italians were unhappy because the articles were putting the 
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regime in a bad light, and avoiding that was of a prime importance to the authoritarian state, 

where the population needed to follow the leader’s ideas and orders. This was also the typical 

example of a dictator who had a hard time imaging that other liberal countries really did have 

a free press and this led him to always blame conspiracies coming from those foreign media. 

The problem was exacerbated by the location in which those materials were being 

spread, namely the Italian speaking canton Ticino which shared a border with Lombardy in 

the zones of Como, Varese and Domodossola.102 This factor eased the distribution of the 

articles among the Italian population in Lombardy, which was clearly not in favour of the 

Fascists. As a result, Rome often requested that the question was addressed by the Swiss 

leadership, in other words: it wanted Bern to stop independent press coverage on Italian 

politics. The Swiss government’s common response was dismissive, constantly stressing that 

this was not the Confederation’s official vision of the Italian regime, and that those were only 

the personal opinions of some newspapermen.103 Furthermore, Bern informed the government 

in Rome that due to its liberal legislation and the right of free expression, the political 

leadership could not impose censorship on the press and could not do anything else except 

advise the editors to refrain from such actions. The Swiss government tried to minimise the 

importance of the behaviour of the press, claiming that this reaction was caused by the 

concerns of having a bigger and a stronger state as a neighbour.104  

What proved to be a major problem was the formation and the existence of a group of 

fuorusciti, associations which were formed by the political opposition to the Fascist regime 

in Italy, who had fled the country and escaped to Switzerland. During the whole period of the 

1920s, Italy protested continuously against their actions and demanded that the Swiss 

government did something about them, preferably to keep them away from Ticino in order to 

minimize the effect of their demonstrations over the Italian-speaking part of the population. 

A large part of the fuorusciti were convinced antifascists which continued their fight against 

the current Italian politics from Swiss territory.105 Those groups mixed with the Italian-

speaking population in Ticino and made enormous efforts to bring them to support their cause, 

which was in no one’s interest, neither the Swiss’, nor the Italians’. The fuorusciti and the 

Swiss citizens which supported them organised demonstrations against the Fascist regime, for 
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example a ceremony in Lugano to commemorate Giacomo Matteotti106, a famous antifascist 

and a politician who in 1924 blamed the Fascists for having won the elections fraudulently. 

Shortly thereafter Matteotti was kidnapped and murdered, thus becoming a symbol of the 

antifascist resistance movement. The Italian political leadership protested fiercely on this 

occasion, and Switzerland’s authorities were held responsible for every malicious speech 

towards the Italian leadership and Fascism as an ideology. The fact that no Italian protests 

followed demonstrates that on this occasion the Swiss performed their duty perfectly in order 

to honour the promise to stop any anti-Italian provocations.107 The antifascist and anti-Italian 

demonstrations continued to be staged occasionally over the next years, which always created 

tension between the two states.108  

However, Switzerland did not always respond in a passive way to the Italian requests 

for action. The country’s leadership was distrustful of the actions of the fuorusciti and the 

open spread of their ideology between the Italian-speaking population, especially the one 

living in Ticino. Switzerland was worried mostly that this could lead the country’s relations 

with Italy into a crisis, as well as to the creation of extremist groups in the Confederation. 

Such a concern was probably justified, because soon after the establishment of the Fascist 

regime such groups openly praised the killings of fascists and called for further persecution, 

provoking furious protests from Rome.109 The situation became even more serious as their 

propaganda was spread among Italian seasonal workers, which presented a threat for fascism 

in Italy if spread by them after their return home. The Swiss state leaders had further reasons 

for being concerned because in 1923 clashes between antifascists and other groups on Swiss 

territory were taking place and the police reports suggested possible continuing unrest.110 The 

Swiss authorities gave special instructions to the border police and control to pay specific 

attention to persons entering the country from the South border and to deny entry in case of 

non-perfect identification documents or suspicions regarding the immigrants’s goals.111 
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Refugees had to refrain from any political activity and they could not stay in cantons 

neighbouring Italy. Also, dangerous elements were often expelled from Ticino, and if this was 

not considered sufficient, they were sent away from Switzerland.112 With these measures, the 

Swiss policy makers aimed both at preserving the safety in terms of the domestic situation 

and at sending a message to Italy to show them their good intentions and readiness to 

collaborate and resolve the problem. 

At the same time, more tensions were created after 1925 when a wave of opponents to 

the regime was expected in Switzerland. The Swiss government tried to divide the immigrants 

into four separate groups: political refugees, deserters, smugglers, and simply economic 

refugees.113 The Swiss government was not very welcoming to the first two groups after the 

Fascist regime establishment as it refused to become a field of political and ideological clashes 

which did not concern the country directly. It is important to underline the following aspect – 

Switzerland did not treat Swiss or foreign antifascists, which they understood as a broader 

group, and communists on equal terms, no matter their nationality.114 However, the Swiss 

policy of granting visas or asylum rights to migrants from Italy was flexible and it was decided 

that each case needed individual consideration.115 Generally, while antifascists had the right 

of expression, the case with declared or suspected communists was different and the police 

made efforts to keep them under control, infiltrating secret agents between them in order to 

spy on their actions. The Swiss leadership did not allow any intervention of foreign authorities 

when dealing with this hot topic. 

  Nonetheless, there were separate cases of violating Switzerland’s territorial integrity, 

mostly in situations when Italian police was pursuing opponents of the regime or other types 

of criminals, who looked to escape justice in Switzerland.116 It is no surprise that the 

Confederation’s leadership protested in such cases, but Italy often replied that the area close 

to the border was full of enemies of the state, and claimed that the country was ready to 

respond with power against such individuals or groups.117 Тhis was one of the factors which 
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caused cracks in the relations between the two states, but the tension was kept under control. 

Of course, the Swiss authorities protested against the violations of the border security, but the 

Fascist regime responded by claiming that this behaviour could have brought serious 

problems between the two states.118 Therefore, Switzerland could not do much about the 

problem as the country found itself in inferior position as the Swiss authorities did not estimate 

well Fascists’ aggressive domestic and foreign policy, so they had to give concessions or not 

to make big conflict of situations like the ones noted above.  For the Confederation, avoiding 

tension escalation, central to keeping international affairs unproblematic, was considered of 

utmost priority. This was fundamental for the normal conduct of the international trade, which 

historically was of highest importance for the Helvetic state. 

Around 1925 a new scandal between the two countries came out, even if it was not 

caused directly by them. Based on the authoritarian character of the Fascist state, its 

aggressive foreign policy and expansionist intentions, the US newspaper New York American 

made public the rumours that the Italian government was planning to annex the Ticino canton 

from Switzerland in collaboration with the irredentist movement existing there.119 As those 

news caused a lot of debate, the Italian representative in Vienna, Antonio Bordonaro asked 

for a confirmation or a denial of those presumed intentions and went directly to Mussolini. 

He received a firm answer denying these rumours, and Mussolini expressed surprise that 

people could even speculate about such a possibility.120 For Italy it was important to make 

clear to Switzerland that they had no such intentions. Whenever such a plan existed, this 

remains the only presumed possibility for any military actions against Switzerland in the 

period between 1922 and 1933. After the establishment of the Fascist regime, Italy always 

had some interest of adding to its territory lands populated by people with Italian identity as 

the events show with the example in the Eastern Adriatic zone, more specifically the Istria 

peninsula. What needs to be considered is that Ticino probably was not a primary interest of 

Italy in those years. If Ticino had been added to the Italian territory, the Government would 

have found itself with a region full of enemies of the Regime which had to be taken care of, 

while the area did not offer lots of significant resources which would have been worth it to 
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fight for. Also, the country’s economy was still not strong enough to support the weight of 

such an operation.121 

Another factor was the fact that the program undertaken by the Swiss government with 

the goal of uniting the population was already bearing its first fruits and the Italian-speaking 

population was not feeling as much disconnected from the rest of the Swiss nation as before. 

The election of the Ticino-born Giuseppe Motta as a chief of the Politic Department was a 

step towards giving attention to their needs. Therefore, it was not that clear what part of the 

population of the canton would be supportive of becoming an Italian province. In fact, when 

in 1926 the Italian Fascist government protested fiercely against the Swiss program aiming to 

unify the population, claiming that this is “Germanisation” of the Italian-speaking canton, 

further claiming that same population was against this operation and the majority preferred 

the slogan “St. Gotthard – a natural border of Italy”, the assertions were supported openly 

only by the pro-Italian groups of the population.122 The rest of the population denied those 

claims and for Italy became clear that they could not do anything without involving into 

problems with Switzerland and the League of Nations.  

In the same time the tension increased as Italy was accused by the chief of the police in 

Ticino to have organised a spy network in the canton.123 Assessing the behaviour of the Italian 

political leaders who did not openly deny the accusations and tried to diminish their 

importance, it seems possible for such an organisation to have existed, as Italians request to 

have the question discussed in private, which was denied by the Confederation whose leaders 

claimed that this is a police matter and they could not intervene. As a consequence, the Italian 

diplomatic position in Bern worsened and this continued until the new Italian representative 

there Giuseppe Marchi, who took the position in 1930, minimized the importance of the 

events, underlining the Italian willingness to keep the good relations.  

3.3. Economic relations 

 

In order to arrive at a more comprehensive and nuanced understanding of the relations 

between Switzerland and Italy during the whole period the current project discusses, the 

importance of trade and the financial agreements between the two states needs to be examined. 

As mentioned before in this chapter, neither of the two countries was self-sufficient, which 
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meant that both of them had to depend on deliveries from abroad. Since the majority of the 

countries exporting to those states participated in the First World War, their production 

capacities, their economic resources, and their relations with the other states in Europe 

changed significantly. Due to the economic depression, the Italian Lira’s value dropped at the 

international exchange monetary, which limited their possibilities for recovery.124 The 

negative trade balance in 1920-1921 rose to 22% of the Gross National Income, compared to 

6% in 1911-1913. The difference between exports and imports went down to 27% compared 

to 66% in the same period.125 The major part of the expenses had been accumulated during 

the war. The country saw a possibility in the long-lasting traditions in the commercial 

exchange it had with its Northern neighbour Switzerland, due to its traditionally positive trade 

balance with it. Because of that, immediately after the rise in power of the Fascist regime 

discussions about proceeding and promoting to a higher level the long-standing economic 

relations between the two states began.126While some problems in the political relations 

existed, the importance of keeping the trade connections stable was in mutual interest of the 

both countries. The question concerned strictly economically Italy, while for Switzerland 

continuing the trade was both important for the import of foods and textile and demonstrating 

good-neighbourly intentions to the Fascist regime. 

Until 1929, the production levels across Europe exceeded by far the growth of the trade. 

The increased production was a result of the high demand during the wartime years, and this 

required improvements in technology such as using more electric or mechanical machinery 

for example in agriculture, machine production etc. Acquiring such equipment demanded big 

investments by the farmers, and many of them had to take bank credits in order to purchase 

those machines. Unfortunately, after the end of the war the demand dropped, but producers 

had to maintain the amount of the production high, hoping to sell it and repay their loans. As 

the production levels exceeded those of the demand, this caused drop of the prices of the 

agricultural production, and as a consequence, producers did not receive the usual amount of 

money for their goods, which worsened the situation of this group of people. Economics faced 

severe problems for long periods in those years which were a result of the overproduction 

especially in this sector, in which an important part of the population of Europe worked at the 
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times. As in Italy’s case, policy-makers usually seeked to overcome the difficulties by taking 

measures for promoting the already struggling domestic production.127 

The tools used by the Italian leadership were lifting the taxes on imported products as 

well as creating a quota scheme for imports in order not to allow an overflow of competitive 

goods. Of course, this concerned also Switzerland’s interest of export, so a commission of 

representatives was formed in 1922 in order to regulate the trade between the two countries. 

The discussions did not always go smoothly as the Italians tried to reduce the quotas for 

imports from Switzerland as much as possible, but the problem for them was that the goods 

they offered were easily replaced and Switzerland could import those from elsewhere. After 

22 sessions, in 1923 an agreement was found upon compromises from both states and the 

quota schemes were personalised for each kind of import from Switzerland.128 The 

agreements concerned the Italian imports of cheese, chocolate, watches, shoes, some kinds of 

cars etc. from Switzerland. As Italian and Swiss sources constantly presented different 

numbers, the amount of trade between the two states in value was difficult to measure until 

1926, which was mostly a result of the strong changes in the currency exchange rates.129 Still, 

in comparison to the pre-war era, the positive trade balance with Switzerland makes part of 

the total negative balance of Italy, so therefore a relative decrease of the effect of the general 

trend was seen. Trade main flowed in the shape of Italian exports to the Confederation which 

consisted mostly of foodstuffs and textiles. Switzerland’s importance for the Italian economy 

increased until the opening of the American markets for Italy in 1927 and started slowly to 

decline in terms of trade exchange as after that the North American market became the most 

important one for the country.  

In order to decisively stabilize the economics and to get a foothold in the US markets, 

in the mid-1920s, the Fascist government finally took decisive steps in terms of economic 

reforms. First, the government managed to stabilize the currency, after which a program of 

revaluation of the currency was undertaken, and finally it was returned to convertibility in 

1927. In this way the speculative pressure on the Italian Lira was interrupted, which created 

substantial movements of capital, which brought to difficulties in the negotiations with the 

United States and Great Britain for settling the debts from the wartime years.130 However, the 
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problems were soon resolved in cooperation with the USA, which was of fundamental 

importance for the Fascist state, which was allowed to enter the American trade markets.131 

The importance of this event is explained by the fact that this market was the only one to 

satisfy the liquidity needs of the Italian industry which would have allowed it to continue its 

development. 

However, in terms of trade with other European powers, staying in good relations with 

Switzerland remained of primary importance for Italy. The railway line of San Gotthard, 

which connects Italy to Northern Europe, continued to be of utmost importance for the Italian 

economy. During the whole period of the present study, the recently renovated and enlarged 

Chiasso train station remained the most important entrance point to the country from the 

North, much more than others like Brennero, Tarvisio or Modave. In terms of logistics, the 

train station of Chiasso had the same importance as key seaports as Genova or Naples. During 

the period of 1927-1928 alone, 5,500 tons of goods entered Italy through the station located 

just a couple kilometres away from the border or the city of Como.132 This amount was not 

much smaller than the one being passed from any Italian seaport for the same period.  

An important aspect of the economic relations between Switzerland and Italy were the 

foreign investment and financial agreements. Nationalisation of private property was one of 

the first actions of the new Fascist government after they came to power in 1922, but this 

made direct foreign investments unlikely as Swiss businessman feared that their property 

might be nationalised. This decision logically led to problems for the already existing Swiss 

companies, based mostly in Northern Italy. Some of the cotton-transforming factories on 

Italian territory, for example the ones in the Mediterranean area, passed in Italian hands.133 

Others ceased to exist, but despite the problems, the majority of the Swiss investors did not 

leave the market. However, they had to find a solution to the problem and search for another 

way in which to continue their investments in Italy. Companies emerged with the idea of 

doing direct investments by creating branches of big corporations based in Switzerland.134 

Companies such as Nestle in the food sector, Sandoz, Roche, Wander and Ciba in the 

chemical-pharmaceutical or De Pretto-Escher Wyss in the metal-mechanical sector started 

creating subsidiaries in Italy. Claiming that those companies were not based in Italy, the Swiss 
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found a way to escape the danger of nationalisation. At the same time, Elektrobank, Indelec, 

Motor and Italo-Swiss were the four main financial companies in Italy before and during the 

war and they were founded mostly with the help of Swiss and German capital.135 After defeat 

in the First World War and struggling with its loss of political standing in Europe, further 

exacerbated by the economic crises the country went through, German investors often had no 

other choice but to take back their investments from those companies, which in practice put 

them entirely in Swiss hands.136 

While  also hit by the effects of the First World War, the Swiss banking system’s 

importance in the international monetary system grew and strengthened quickly. Many 

foreign companies saw it as a secure place to keep their assets, after receiving a proof that 

nothing happened to the banking system during the war. An example of such a company is 

the Italian firm Pirelli, a producer of tyres for automobiles, motorcycles, airplanes and other 

rubber products. In fact, Pirelli’s operative centre for international financial dealings was 

based on Swiss territory, no matter that the holding that was used to control foreign branches 

was based in Belgium.137 The company’s owners were looking to take advantage of the Swiss 

liberal and flexible laws, allowing easily foreign investments, and found a place where their 

resources would be protected. Not only that, but placing the operative centre in Switzerland 

allowed the owner of the company, Aldo Pirelli, to collect contacts and to tie strong relations 

with the Swiss financial elite, which proved strongly beneficial for the company’s future and 

its well-being.138 

After the completion of the previously explained in this chapter financial and economic 

measures the Italian regime decided, the speculative pressure on its monetary system and 

economy was overcame and the country returned to on the international markets. The general 

stabilisation of the economy was a fact and its prosperity looked promising. Because of the 

strengthening of the Italian economics, the economic authorities of the Fascist state 

approached the Confederation leaders with the request for loans, which would help the 

economy to continue its recovery.139 At the end of 1927 a consortium of Swiss banks led by 

                                                             
135 Kuder, Italia, p. 53. 
136 Ibid., p. 52. 
137 Rosenstock, Il corporativismo, p. 131. 
138 For more details about Pirelli’s business history, visit Pietro Anelli/Gabriela Bonvini/Angelo Montenegro, 

Pirelli 1914-1980. Strategia aziendale e relazioni industriali nella storia di una multinazionale, 1, Milano: 

Franco Angeli, 1985.  
139 Gianni Toniolo, Lo sviluppo economico italiano 1861-1940, Rome: Laterza, 1973, p. 287. 



43 
 

the National Bank proposed a plan for further investments in Italy.140 After discussions with 

the Federal Government, the consortium received a green light for such an operation after 

arguing that the same has been done for Belgium few years before. Swiss authorities realised 

that strengthening the Italian economy would also benefit the Confederation due to the 

increase the purchasing capability of their southern neighbours. As a result, the Italian import 

from Switzerland was likely to increase, which would lead to opening of new workplaces for 

the Swiss population and increasing the income from production. 

The timing, however, was unfortunate, as in 1929 the Great Depression threw European 

economies into turmoil. After the First World War, several European countries were heavily 

indebted to American creditors, therefore their fate was tightly linked to the crisis at the other 

side of the Atlantic Ocean.141 Also, the fragile basis of the European economic recovery, based 

mostly on American investments also proved a factor dramatic for the financial stability of 

Europe.142 The American stock market crash in October the same year hit all of the countries 

that had dealings with the USA or US companies, but it affected countries like Italy who were 

dependent of the American market even more heavily.143 The stop of US funds and 

investments caused a chain of endless problems to many European countries. The inadequacy 

of their financial policies since the end of the war became visible, and the problem was that 

the economics were incapable of absorbing any shocks and responding to unforeseen 

challenges such as crises as the Great Depression. In practice, the overdependence of US 

investments was one of the primary factors that led to the disaster for the states in Europe. 

The absolute lack of international cooperation between the Great Powers with having to deal 

with the problem only made the challenge tougher for all. Countries were led only by short-

time interests with no plans for further development. These combination of factors was strong 

enough to break the still fragile spine of the economy of countries like Italy or Germany. In a 

desperate attempt to safeguard its economy and to limit the damage, the US government 

applied new taxes on import, making foreign production non-competitive on its domestic 

market with the goal of protecting their own production. This had huge consequences for the 

Italian economy, which lost its strongest partner in terms of export.144After the problem 
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reached Europe, events continued with the hyperinflation and the failure of major banks in 

Germany and Austria, which resulted in an interruption of foreign direct investment.  

In terms of the relations between Switzerland and Italy, the economic problems resulted 

in problems for the Swiss minority. Due to the decision of the Italian authorities to give 

priority to the local population, finding or keeping their workplace in Italy became a problem 

for foreigners.145 However, problems of such kind were temporary as the majority of the Swiss 

migrants to Italy had high positions in banks or other large companies, so they brought 

valuable skills and knowledge. Because of the problems with the American market, the trade 

relations between the two states were intensified once again. During 1930 and the successive 

years, the two countries had to negotiate on the taxes on aluminium, which was transformed 

in Italian factories with Swiss participation146, of auto parts147 or chemicals for the 

agriculture.148 Different sources demonstrate the tight commercial and economic ties between 

the two states in the years of the Great Depression.149 For Italy it was of great importance that 

the effects of the crisis started becoming clear in Switzerland later than compared to the other 

states. This allowed the country to have at least one partner with a stable economy, at least 

until 1932. Logically, Italy depended more strongly on collaborating with Swiss markets 

while the other states were trying to deal with the effects of the crisis.  

In the meantime, the situation in Europe was not getting better. The British government 

abandoned the Gold Standard in an attempt to devalue the British pound as a measure for 

reducing the effects of the crisis. The Gold Standard represents a system which fixes the value 

of a certain currency to a certain amount of gold. The idea is that the currencies that have 

adopted the principle of the Gold Standard should have a regulated exchange course with 

other currencies. After abandoning this system, the currency can change its value and those 

speculations were caused by the general negativity about their reliability. In fact, this caused 

enormous flows of capital in short time, destabilizing the financial situation in Europe even 
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more. The mass panic between people and companies led to chaotic withdrawal of savings 

and closing bank accounts in record time. The failure of the London Economic Conferention 

from 1933 also prolonged the crisis as no compromise for restarting the global trade was 

found. The general mistrust between countries about the stability of their financial systems 

and reliability of their economies also remained.150  

Having in mind that the solidity of the Italian Lira was increased shortly before the start 

of the economic crisis of 1929-1930 in Europe, foreign investors started taking back their 

shares in companies in Italy due to being concerned about its stability and being suspicious 

about the possibility that the Italian currency might follow the destiny of the British Pound.151 

Due to the fact the crisis hit Switzerland later than other countries in Europe, the already 

existing firms with Swiss participation like Tecnomasio Italiano Brown Boveri (TIBB), which 

was a science-and-precision–instrument-producing company proceeded with its existence and 

activities, even if its financial situation wasn’t excellent. However, fearing that the problems 

might reach Switzerland’s financial sector and economy at some point, the creation of 

branches of Swiss companies stopped during the years of the crisis until the mid-1930s.152 

The general trend of the economic relations between Italy and Switzerland described 

previously in this chapter was continued without significant changes in the start of the 1930s. 

After the crisis reached the Swiss economy in 1932, the Federal Parliament delegated more 

rights to the Federal Council and allowed the country’s leadership to intervene in the 

economic exchange to limit the damage, plus it was given the task to manage the economic 

ties and relations on the international scene.153 Generally, the course of development of the 

Swiss economy followed a similar path to that of the other countries from the Golden Bloc.154 

In 1932 and in 1933 the Federal Council imposed a more tight import control, creating a quota 

scheme for some products which however affected few products which Italy exported to 

Switzerland, so no serious disagreements on that decision could exist.155 Special offices were 

given the responsibility to manage the acquisition of and the management of those products.  
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 At the same time, the country was unable to provide the requested amounts of 

production for export. The Swiss net domestic product never reached its pre-depression levels 

during the course of the next 10 years. The overpriced rates of the Swiss Franc made the 

currency less competitive on the international front.156 The level of the international trade 

dropped from 49.5% in 1929 to 29.35% in the years from 1932 to 1936.157 Starting from those 

years, the export pattern of Switzerland changed in its nature – the textile exports dropped in 

amount and importance in favour of different types of machinery, production from the 

chemical and the pharmaceutical field and watch production.158 In the period 1930-1934, the 

relative importance of the commercial flow between Switzerland and Italy stabilized and 

increased compared to the years of 1927-1929 when the Italian export to the Confederation 

had decreased in favour of the USA. 

However, the early years of the 1930s revealed a trend which in the following years 

proved to be of great problem for Italy. The country was spending about 6.500 billion Lira for 

import of goods, while the income from export ranged between 4.100-4.700 billion Lira. 

Thus, the country was reducing its foreign debt, mostly to the USA, but at the same time the 

negative balance was emptying the monetary reserves of Banca d’Italia fast. Sources show 

that the bank had around 12.106 billion Lira in its reserves 1929, a sum which was reduced 

by more than half in 1934 when the Italian treasure counted 5.228 billion Lira.159 The money 

was spent on covering the gap between the earnings and the spending in international trade. 
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4. Swiss-Italian relations 1933-1940 
 

During the period discussed in this chapter, the political relations between Switzerland 

and Italy did not diverge much from the trend established after the consolidation of the Fascist 

regime in power. The relations were never perfect and various factors contributed to the 

differences between the two countries. In the course of the years, the Swiss political leadership 

came to understand that they had not assessed very accurately the intentions of Mussolini and 

his government. The more concessions the Swiss government agreed to make, the more 

aggressive Italian foreign policy was becoming.160 The demands the Swiss government exert 

control over the Swiss press became more and more frequent and ever firmer in their 

ultimatums for Swiss actions against those. Likewise, the economic and financial agreements 

were becoming always more favouring the Italian interests, which respectively was damaging 

to the Swiss side. As a result of those difficulties, Switzerland adopted politics of 

accommodating Italian demand to a minimal degree. At the same time, the Italian regime had 

no interest of pushing Switzerland over the edge with its requests, considering the possibility 

of creating internal problems in the Confederation which could lead to the removal of the head 

of the Political Department Giuseppe Motta. The Fascist leadership did not want this to 

happen as they risked having to communicate with a less collaborative politician. 

4.1. The Italian invasion of Ethiopia 

 

The first major political event in this period which concerned both Switzerland and Italy 

was the result of the Italian invasion of Ethiopia, at the time better known as the Second Italo-

Abyssinian war. A border incident between Ethiopia and Italian Somaliland in late 1934 gave 

Rome the excuse needed to intervene. In October 1935, Italy started its military operation in 

the East-African country as a part of the Fascist goal of joining to the country’s territory the 

lands that had belonged to the Roman Empire in ancient times, and thus realizing the imperial 

Mediterranean vision of mare nostrum.161 Taking control over this country was also important 

for Italy because it could serve as a land bridge between Italian Somaliland and Eritrea.162 

Ethiopia presented also a strategic point in Africa as it was easily reachable by sea through 

the Suez Canal. Italy thus followed the policy of the Great Powers which had pursued imperial 
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expansion in Africa in the nineteenth century, an example which had shown that conquering 

lands there created significantly less tension than doing so in Europe.163 However, both Italy 

and Ethiopia were members of the League of Nations at the time, and Italy was therefore 

accused of violating Article 10 of the League’s Covenant.164 The country was also blamed for 

having used chemical weapons against the population and of having bombed units of the Red 

Cross. Great Britain wanted to impose a full trade embargo on Italy, while France took the 

position that the limitations should only include the import of war material. In the end, the 

League’s sanctions would be both short-lived and inefficient, further strengthening the 

organisation’s reputation as failing to prevent war an unlawful annexation.165 

 Because of its concept of “differential neutrality”, Switzerland could take part only in 

economic sanctions, while participating in military ones was against the agreements signed 

when the country joined the League. The question interested the Swiss public greatly, both 

on an economic and a political level. From the start of the talks in the League of Nations, 

Switzerland agreed completely with the proposed ban of all trade in armaments, munitions, 

and other wartime material with Italy. However, the country was in a very delicate position 

due to its sharing a border with the Fascist state. The Confederation did not want to refuse 

overtly to take part in the sanctions, but at the same time it did not want to put at risks their 

day-to-day relations with Italy. Immediately after the start of the discussions of the nature and 

the size of the sanctions that the League of Nations wanted to place on Italy, the Fascist 

government started to put pressure on Switzerland demanding cooperation by the Helvetic 

diplomats during the discussions in the League of Nations for resolving the case. Italy became 

highly aggressive on the international stage and threatened interrupting diplomatic relations 

with Switzerland, refusing to accept Swiss assurances of good intentions and positive attitude 

towards the regime if those were not supported by facts.166 

Italy continuously put the Swiss neutrality in doubt, claiming that they have sided with 

the other members of the League against them. Switzerland was also scared by some 

irredentist publications in the Italian press concerning Ticino. The rise of the French Popular 
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Front in France and their close connections with the socialists in the Western Swiss cantons 

led to an increase of Italy’s criticism of the state of the Swiss neutrality. Italy demanded of 

Switzerland to protest against the naval blockade of Italian ships at European ports, reminding 

them that they also used Italian ships and seaports, so that the embargo was damaging for 

them, too.167 The problem for the Swiss government was that by the mid-1930s, there was 

strong criticism coming from domestic, British, and French press publications which argued 

that the country’s leadership was cooperating too closely with the Italian Fascist leadership, 

which was damaging to the neutrality because of the frequent concessions they have allowed 

to their southern neighbours. Some publications went even further, accusing Motta of 

collusion with Mussolini.168 During the course of the years after 1935, Italian government 

continued with the threats of breaking international relations with Switzerland in case diverse 

demands were not satisfied. This complicated significantly the task of Swiss diplomacy which 

at the same time had to keep the relations with Italy positive, but was also eager to demonstrate 

its neutrality.169 

 Throughout the discussions with the other representatives in the League of Nations 

concerning the nature of the sanctions and their scope, the Swiss government demonstrated 

its reluctance to impose heavy economic sanctions on Italy for several reasons which 

amalgamated their desire to maintain good relations with pure self-interest. The 

Confederation leadership pointed out that an eventual embargo of exports to Italy would 

damage directly its own domestic economy.170 Switzerland’s representatives explained that 

imposing this sanction on Italy would cause the country annual losses of 60 to 70 million 

Swiss Francs. And since the Confederation had not violate any international law, it should not 

be punished either, the argument went. In addition, Switzerland protested against the ban of 

exports to Italy which would cause at least 10,000 Swiss jobs and create considerable social 

problems for the country. The Swiss delegation argued also that imposing such strict sanctions 

on Italy might cause problems in Ticino where the population was mixed and more than 

120,000 Italians worked and lived, and this did not even take into account the pro-Italian 

groups among the canton’s Swiss population. The protests of the Swiss representatives 

continued by claiming that forbidding Italy to earn from trade and export would possibly 
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reduce their ability to purchase armaments, but it could also have several side effects which 

would ultimately be highly dangerous for security in Europe in general. The Swiss argument 

predicted that by potentially destroying the Italian economy to the country’s destabilisation 

would follow, and could eventually lead to the explosion of mass malcontent pushing the 

Regime to extreme actions in order to remain in power.171 Considering the fact that Italy was 

far from self-sufficient, the lack of goods to meet primary need might cause the same, it was 

added. Finally, Switzerland was also against the proposal for a ban on providing loans to small 

businesses as they did not consider it crucial to the Italian economy.172 

In case the other members of the League of Nations insisted on imposing economic 

sanctions against Italy, which Switzerland opposed, the delegation proposed the alternative 

of limiting the international trade of the Fascist state to exchange of goods.173 In this way the 

country would not be able to earn the money needed to construct materials for constructing 

weapons, consequently putting internal security at a lesser risk. Bern also found in this 

proposal a compromise between taking part in the sanctions and the attempt to maintain 

positive relations with Italy. Switzerland considered this as the maximum effort in their 

diplomacy towards resolving the question, trying to maintain the fragile balance between 

staying neutral and avoiding problems with the Fascist regime.174 It was decided that if Italy 

did not accept this solution, the country will support the British proposal for more strict 

sanctions. However, Switzerland’s position was not well received by the main members in 

the League of Nations and caused irritation mostly among the British and the French 

representatives.175 

In November 1935 four sanctions were proposed by the League of Nations. The first 

one was the ban on contraband with wartime materials with Italy and Ethiopia. The second 

proposal consisted of “render[ing] impossible all loans to or for the Italian Government, or 

banking or other credits to or for that Government or any public authority, person or 

corporation in Italian territory, and all issues of shares or other capital flotation in Italian 

territory or elsewhere, made directly or indirectly for the Italian Government or for public 
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authorities, persons or corporations established in Italian territory”.176 The third proposed 

sanction was the boycott of all goods of Italian origin or sold by Italian companies. The fourth 

measure against Italy was the ban on export or re-export of all goods that benefitted the 

continuation of the war, but this proposal was soon afterwards abandoned.177 The League of 

Nation’s measures were limited and the problem was that they came at a very late stage and 

the Fascist leadership had the time to stockpile resources in advance. Significantly, they failed 

to include the deliveries of oil, steel, food, rubber etc. to Italy, which were important for the 

war effort of any country.178 

However, the Italian regime had no intention to accept any kind of sanctions. Willingly 

or not, Mussolini provided a great assistance the Swiss Federal Council. After the sanctions 

have been decided, he firmly stated that any state which imposes sanctions against Italy was 

considered an enemy and will be punish by military force.179As a result of this announcement, 

Switzerland saw in Article 16 of the Covenant of the League of Nations from 1921 the way 

for avoiding taking part in economic sanctions without being liable to charges of serving the 

interests of the Fascist regime. This part of the Pact sanctioned the obligation of the members 

to stop financial and economic relations with states that have violated the Covenant. Article 

16 also allowed full or partial distinction from taking part in the sanctions enforced on a 

country in cases that the country imposing the sanction would be seriously damaged by that.180 

Thus Switzerland presented the situation as highly dangerous to its domestic concerns and 

refused to take part in the sanctions. Even if those sanctions were imposed on Italy, it is 

disputable how much effect they would have had, as for example USA did not have to respect 

the decisions of the League due to not being a member. In fact, American companies 

continued and increased their deliveries of oil to Italy.181 The sanctions did not have the 

intended effect and were completely abandoned when Italy left the League of Nations in 1937. 

Switzerland had another reason for maintaining good relations with Italy. At the start of 

1937, the politic authorities found out that certain Swiss companies were interested in entering 

the Ethiopian market and export.182 This happened in the same period in which the Swiss 
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ambassador in Rome Wagnière called for recognition of Italian rule of Ethiopia, which would 

benefit the relations between the two countries, not being in their best state at the moment. He 

claimed that this would not violate the Swiss neutrality principle or their agreements with the 

League of Nations.183 The Swiss Government considered the fact that any trade in the 

Ethiopian marked needs to go through obtaining the agreement of the colonial power.184 The 

Swiss recognition of the Italian rule of Ethiopia occurred later the same year. 

The Swiss position regarding the Italian aggression against Ethiopia was formed by a 

combination of factors. Switzerland did not have interest of applying severe sanctions on the 

Italian economy as they came to understand that this would damage also the Swiss economic 

interests. It is fair to say that in this occasion, Switzerland was pursuing more its own interests 

than it was trying to apply international law. The Swiss policy-makers also understood that 

asking for lighter measures against Italy was a good way of strengthening the relations with 

the Fascists state without Switzerland having to sacrifice much. 

4.2. The Swiss preparation for an eventual war 

 

In the years after 1935, Switzerland was increasingly worried about the alienation of 

Italy from the League of Nation as this was the major international institution that regulated 

putting law over power in those years. The concerns were amplified by Italo-German relations 

which were getting always closer. Yet, the country’s government tried to demonstrate its good 

intentions to the Fascist leaders and the Regime and those were expressed in late 1936 after 

Motta attended a speech of Mussolini in Milano. The Federal Councillor expressed his 

admiration of the strict order and the advancements that have been achieved in Italy after the 

years of the crisis. Motta declared his disappointment of the negative opinion that the Italian 

leadership had of the League of Nations, but confessed that he understood their reasons. This 

was the first warming of the relations between the leaderships of the two countries for the 

years after the Italian invasion of Ethiopia. It is not clear if this was really Motta’s impression 

of Italy, but the widely demonstrated approval of the Italian regime was another attempt to 

maintain the relations between the two governments as less problematic as possible. 

Due to the isolation of Italy within the League of Nations and the subsequent growing 

and strengthening of their relations with Nazi Germany, Switzerland was increasingly worried 
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that the country might remain in between two states in a union. More importantly, the 

country’s leaders already saw two blocs of major European countries forming in Europe – 

Italy and Germany on the one hand and Britain and France on the other.185 The Swiss did not 

want to be unprepared for an eventual war which could bring with it trade blockades and could 

cause interruptions in the delivery of goods needed for maintaining the everyday life in the 

Confederation normal, such as foodstuffs and sources of energy for the production centres. 

Such an interruption of deliveries was expected to be a massive problem mostly due to the 

fact that the country was self-sufficient only at 46 per cent in terms of resources and 

production. Beginning from 1936, the country’s policy-makers undertook measures for 

management of the economy during an eventual war. Their main effort in this field consisted 

of negotiating deliveries from different sources and such agreements were signed with Italy, 

Germany, Belgium, Great Britain, the USA, and France.186 They also signed contracts which 

guaranteed the free transit of stock through their lands. In those years, the Swiss leadership 

was planting the basis for a state-leaded economy which was supposed to work in crisis times. 

This economic system requested sharing the responsibilities between the state authorities and 

the privates sector. Private-owned companies were supposed to have a strong role in securing 

the deliveries, but it was the state who regulated quota schemes and agreements for import 

and export from and for other states. A number of offices were created with the task to direct 

and control the economic operations concerning trade, employment, transport, banking etc.187 

The state rarely intervened in the monetary politics as they were mostly concerned with 

keeping the convertibility of the Swiss Franc on the international exchange market. The state-

leaded economy was created mostly to impose state control over the international trade. The 

Swiss Political leadership wanted the country to avoid being accused of partiality at all costs, 

so in a case of war, it had to maintain trade with all actors at fairly equivalent levels in terms 

of value of the exchange. With the start of the Second World War, the control over imports 

and exports increased, and new and more precise institutions for surveillance of trade were 

created.  

At the same time, Switzerland started to prepare militarily for eventual problems along 

its borders. The country was seriously worried about the ongoing rearmament in Germany 

and in Italy and the strained relations with the two countries since 1935. The government-
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directed press in the two authoritarian states openly criticised Swiss policy and accused them 

of shifting away from their neutrality, threatening to interrupt relations with the Confederation 

and revoking their recognition of its neutrality if the attitude of the Swiss press and 

government did not change.188 With the relations between the two countries becoming more 

hostile, the Federal Council decided to increase their defence budget from 95 to 130 million 

Swiss Francs per year. By voting in a referendum, the population approved rising the age of 

recruitment to the militia army to 60 years. The Swiss government had no precise information 

about forthcoming military attacks against the country, but considering the unpreparedness 

during the First World War, they considered useful strengthening the defence capabilities of 

the Confederation. Switzerland was rearming, but not as adequately as needed as the policy 

makers believed that the war is going to be a sort of a repetition of the First World War. The 

country did not buy new aircrafts and it had only 42 anti-aircraft cannons.189 They also had 

no anti-tank guns. The ground forces were not well equipped as their armament was not up to 

date. However, Switzerland had some good fortifications that the country could rely on in a 

case of an attack. By 1935, it was assessed that building more of those would benefit the Swiss 

security. A massive program for construction of new fortifications hidden between the Alpine 

passes started and numerous of them were situated high in the mountains, while others were 

built at the border line. This program also had another positive effect as it created many new 

workplaces in the years following the Great Depression.190 Scholars believe that the Swiss 

fortifications were much more extensive and heavily armed than the French, Belgian or 

Czechoslovakian defence infrastructures and they would have been much harder to 

conquer.191  

4.3. Economic relations between Switzerland and Italy 1933-1940 

 

The years of the Great Depression proved to be quite problematic for the Swiss 

commerce. In all trading with other countries and markets, an official exchange rate was 

adopted which was not beneficial to Swiss production. The main factor for that was the fact 

that the Swiss Franc was seriously overpriced which as a consequence made country’s 

production less competitive on international markets.192 Another problem was that due to the 
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exchange rate control in many Central and Eastern European countries, transfer of foreign 

investments and profits made by Swiss investors became much harder and much less 

profitable due to the changes of the value of money.193 

 

Big banks in Switzerland, traditionally active on the international markets, felt the crisis 

heavily and overcoming its effects required a joint effort from the state, the National Bank, 

and private banking. Public funds had to be invested in private banks in order to stabilize the 

whole system. The problem resulted from the fact that 6 out of 8 of the major banks in the 

country had to make plans for refunding and it was assessed by the Federal Council and the 

financial authorities in Switzerland that if only one of them failed, it would have brought 

down the rest.194 The effects of an eventual crash of the Swiss banking and financial system 

would have been devastating for the capability of the country to secure the normal 

continuation of the everyday life. Due to the lower prices of some imported products that 

Switzerland had the capability of producing domestically, a quota scheme was adopted in 

order to protect domestic manufacturing.195 Also, the country required special licenses for 

allowing the import of certain types of foodstuffs for example.  

Italy’s economy and financial position were also significantly damaged by the Great 

Depression. The Fascist government made different attempts to overcome the consequences. 

Because of the devaluation of the Italian Lira, import levels rose and exports dropped again. 

The flow of capitals out of the country caused a new thinning of the bank reserves.196 State 

deficit increased from 1.441 billion Lira in 1933 to 2.451 billion in 1934-1935 and the drop 

in the financial reserves of 1.580 billion Lira was considerable.197 The government realised 

that the state needed to intervene drastically in the field of economics and finances. In July 

1934, Italy introduced a law stating that the bank reserves should account for at least 40% of 

the money in circulation. Exchange rate control was also introduced as an attempt to increase 

monetary stability. In 1935, Italy adopted a quota scheme concerning the import of goods. 

However, these measures did not have significant effects on the Italian economy of this 

period. The effort for preparing the invasion of Ethiopia requested enormous resources to be 

spent on imports of weapons, munition, equipment, oil, foodstuffs and other products, which 
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exhausted the economy and did not leave time for a recovery. While debts rised, in 1935 and 

the following years, foreign investments decreased once again due to the problems with the 

League of Nations and the fear of eventual sanctions and embargos forced on Italy.198 Few 

days after the Swiss Franc was devalued in 1936, the same was done in Italy with the Lira, 

which made the country one of the last in Europe to take drastic measures in its economy. 

Scholars believe that those actions had not been taken previously as an attempt to protect the 

prestige of the Fascist regime.199  

The economic agreements between the two states in this period were difficult to separate 

from their political relations. The first noticeable change in their economic relations was 

caused by the Italian decision to implement a quota scheme which required a special license 

for almost all products imported and which were not produced within its borders. This scheme 

regulated that Italy’s importers in 1935 had the right to continue with just 10 to 35 per cent 

compared to the levels from the previous year.200 It was an attempt to reduce the debts caused 

by the increased import and at the same time to protect the local production. This was clearly 

damaging Switzerland’s interests, so Bern reacted by stopping to provide licenses to Italian 

production which was included in the quota scheme, such as foodstuffs for example.201 The 

problem resulting from this action was bigger for Italy as for Switzerland it was easy to replace 

goods coming from Italy as the Confederation could acquire the same production from 

elsewhere. Therefore, Italian government reacted to this decision and negotiations between 

the two states immediately started. The Fascist state could not allow another drop in their 

export levels, so a compromise was found during these talks – Switzerland was allowed to 

continue with the same amount of exports as in 1934 while Italy received a more favourable 

quota scheme.  

After the consolidation of the Fascist regime, the balance of trade between Switzerland 

and Italy was consistently in favour of the latter. Since Switzerland’s exports to Italy were 

more costly than the Italian exports to Switzerland, the trade balance was always in favour of 

the Confederation. The problem came from the fact that this difference was never cleared, so 

it was understood as sponsoring the Fascist state in a certain way. In the light of the increasing 

criticism over Swiss-Italian relations coming from the Swiss, French and British press, and 

the political leaders of these states starting from 1934, the question of the misbalance in the 
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economic exchange was brought out. Switzerland could not afford anymore to register 

constant losses from the trade with Italy only in order to maintain good relations with the 

Italian Government as this according to Great Britain and France was affecting the state of 

their neutrality. Therefore, after months passed in discussing the question of the balance of 

trade with their Italian colleagues who tried everything to protract resolving the issue, the 

Swiss government adopted the “clearing” system which had the task of keeping the mutual 

trade balanced. In practice, the clearing system required that the two countries’ trade exchange 

should be merely of the same value.202 If there was a difference, it had to be cleared in cash 

or in gold. In order to have an operative clearing system, Italy and Switzerland both 

established structures which managed such operations. The Italian government created the 

Instituto Nazionale per cambi con l’estero, widely known also as Istcambi which had the task 

of managing international trade.203 An account in Swiss Francs was open for this institution 

in a Swiss bank. The Swiss National Bank also opened an account in Italian Lira in Banca 

d’Italia.204 

 The two governments decided that it would be better to have the accounts in other state’s 

currency in order to avoid problems with the unstable exchange rate while the monetary 

market was yet unstable. The exchange rate of the currencies could be the official one or an 

agreed one, which was an attempt to stabilise the trade balance between the two states. Those 

structures were called clearing houses and had to make sure that the system works and it was 

their task to deal with eventual difficulties in cases of loss of equilibrium. Generally, the idea 

was that Italy exported goods at the same value of those imported, which was favourable to 

both countries also because if the system worked properly, it should keep both of them from 

going into debt to the other one. By the end of 1935, the first misbalance was already a fact – 

Italy had to cover a difference of around 75 million Swiss Francs. The country had to fix the 

problem by following a specific plan in the next years. The problem came from the fact that 

Switzerland did not want to have this sum covered by increasing the imports from Italy, first 

of all because they had no need of that, and second because they regarded Italian products in 

question to be of low quality. In 1936, the two countries signed an additional agreement which 

guaranteed that the sum was going to be covered in cash or in gold.205 
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After introducing the system, the commercial surplus in Italian favour lost importance 

given that it was compensated by monetary payments. The importance of the commercial 

exchange between the two countries also decreased. Another reason for which the drop in 

terms of importance was Italy’s greatly increased level of collaboration with Germany. At the 

same time, Switzerland gave much greater importance to participating on USA’s and Great 

Britain’s markets. The devaluation of the Swiss Franc in 1936 made country’s production 

competitive, and due to the bigger size of the markets of those two countries and the greater 

consumer spending capabilities, Switzerland preferred to trade with them. Italy was still 

important for the Helvetic economy, but now their importance dropped to fourth or fifth place. 

In the last months before the start of the Second World War, however, the Swiss export of 

precision machines and watches to Italy hit a peak spot as it consisted 20.7% of the whole 

Confederation export.206 Such a development is no surprise as all countries were trying to 

increase their military defence capabilities when the probability of a war outbreak increased. 

With the strengthening of the Italo-German relations and the increase of importance of 

their economic exchange, the importance of the Swiss railway increased greatly for both of 

the countries. For Italy it was of great importance that the traffic of stock through Switzerland 

continued regularly after 1935, with the exception of the transit of weapons and munitions.207 

After the war in Ethiopia, the importance of the Swiss banks to the Italian economy 

increased greatly as they took the place of the US, British and French ones. The Swiss banks 

provided mostly short and middle-time credits to Italian banks, private corporations and 

Istcambi when the institution had to pay the difference through the clearing system.208 For 

example, Credit Suisse and La Societè des Banques Suisses provided a loan of 260 million 

Lira in February 1937 in order to cover the difference in the value of the trade exchange.209 

In the months before the start of the Second World War, Italy tried to transfer as much capital 

as possible from French and British banks to the Swiss ones in order not to have funds there 

while the tension was rising and the risk of war was real. Rome knew that in case of war their 

foreign assets would be sequestered. Likewise, several large Italian companies like Pirelli 

transferred their offices from Belgium to Switzerland, looking to take advantage of their 

already strong positions there. 
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4.4. First phase of the war 

 

Against the backdrop of the Italian aggression against Ethiopia and Nazi Germany’s 

aggressive foreign policies since 1936, the Swiss public was not surprised by the war which 

started in September 1939. In April, the Federal Council had banned the export of armament 

or wartime equipment.210 The priority in production was accorded to the needs of the Swiss 

army. However, after discovering that the country could benefit significantly from trading 

with armaments by receiving other materials of primary importance for the everyday life as 

foodstuffs and oils, the ban was removed in September 1939.211  

In the months before the start of the war, the country’s leadership was busy trying to 

obtain assurances of consideration of their neutrality by the Great powers in Europe. The 

Swiss political elite was mostly worried about eventual actions coming from Germany as they 

knew very well what happened with Austria and Czechoslovakia in the spring of 1938.212 For 

this reason, Motta had the unofficial assurance of Great Britain and France that they would 

defend Switzerland if the country was attacked militarily by the Nazis.213 In fact, this was not 

demanded by the Swiss, it was rather a proposal addressed to them. The problem came from 

the fact that Switzerland did not explicitly refuse it. This caused severe criticism coming from 

Germany and Italy at the start of July 1939, claiming that no one was threatening Switzerland 

and that if the country wants to remain neutral they should not enter in such alliances, 

otherwise the two countries would understand their silence as acceptance of the offer. 

Switzerland also failed to respond clearly to the German question if the Swiss leadership felt 

threatened by the Reich. This caused German accusations that the Swiss did not stand by their 

neutrality. Italy accused Switzerland that the pro-French politicians and press caused chaos 

with their claims that the country was running the risk of being attacked. At the same time, 

even if the military command of Italy did not wholly agree on it, Italy announced to Germany 

that the country is ready to proceed with a military mobilisation when Germany decides the 

time is right.214 

On the 30th of August 1939, the Federal Parliament announced that Switzerland was in 

war footing and passed the military command to General Henri Guisan, a convinced 
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francophone who was given the wartime position of commander-in-chief from the Swiss 

army. The Parliament also passed extraordinary responsibilities and powers to the Federal 

Council, suspending some traditional democratic practices like organising referendums on 

certain decisions related to the security of the country. However, the actions of the Federal 

Council and the military were constantly observed by the National Assembly and the 

population.215 General Guisan immediately found out that the Swiss army did not possess 

elaborated operational plans for crisis times. Before 1940, the Confederation had the goal of 

having 10% of its 4,200,000 population ready to take up arms in order to defend the country’s 

neutrality. The Helvetic militia army thus counted 440,000 people plus 150,000 volunteers 

below the age of 18 or above 60.216 The country mobilized around two thirds of these as the 

leadership was seriously worried by the ease with which the German army defeated the Polish 

forces. The concerns came from the fact that the armies of Switzerland and Poland were 

similar in number, preparation and capabilities.217 There were also differences between the 

two countries, as their ground terrain for example, which could require more efforts for a 

successful German campaign against Switzerland compared to one against Poland. However, 

the general hostility and the strong dislike of the Swiss population and the Swiss political 

system by the Nazi leadership continued to worry the Federal Council and the military 

command of the Confederation. One of the first tasks of the military strategists was to create 

operational plans to be followed in case of a military attack against Switzerland. General 

Guisan also had strong and long-standing relations with the higher levels of the French 

military command, whose promises for collaboration and support for the Swiss defence effort 

in case of a German attack he trusted firmly. 

After the German invasion of Poland and the Winter War in the North, no major military 

actions took place until the spring of 1940. This period is widely known as the “Phoney War”. 

In this phase, the war between the two blocs was mostly economic and diplomatic. During 

this eight-month period, Swiss international trade had to be carefully balanced between the 

two belligerent blocks, indeed more cautiously than ever before. In fact, by March 1940 the 

orders of armament made by the Allies reached the sum of 265 million Swiss Francs, while 

the powers from the Axis ordered production worth 264 Swiss Francs.218 However, during 

those months of relative peace, the pre-war status quo of the trade was maintained while 
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belligerents did their best to ensure access to Swiss production. Switzerland continued to trade 

in pre-war terms. The positive balance of trade in commodities was to be devoted to Germany 

repaying accumulated old debts through the agreement for a 2:1 ratio in Swiss favour in terms 

of value of import from Switzerland.219 According to this agreement, Germany provided 

mostly raw materials and foodstuffs to the Confederation.220 At the same time, Germany 

guaranteed to Switzerland that the government recognises its neutrality.221 Italy also 

recognised the neutrality of the Confederation and guaranteed the right of use of the Genova 

seaport and the free transit passage for Swiss import-export goods.222 Switzerland was also 

assured that the Italian provisioning was not going to stop in a case of outbreak of a war. This 

was important for the Federal Government and the country, as the state still had low levels of 

self-sufficiency and imports of foodstuffs were highly important. Also, this agreement assured 

variety of channels through which imports could arrive and was important for evading 

problems caused by trade blockades. 

Meanwhile, after two months of negotiations between Switzerland on one side and 

France and Great Britain on the other, in November 1939 the formal war-trade agreement was 

signed.223 Switzerland agreed to provide war material worth 20 million Swiss Francs to Great 

Britain, which in return would provide coal and coke in exchange. The agreement included 

allowance to use the French ports for the transportation of the materials. However, due to the 

trade blockade imposed on the Axis by the Allies powers, Switzerland was not allowed to re-

export these and some other materials which were considered of strategic importance for the 

wartime effort. In April 1940 the same three countries signed the Allied-Swiss wartime trade 

agreement. According to this document, both France and Great Britain were purchasing 

weaponry and other wartime equipment. Britain would still deliver raw materials to 

Switzerland, but the re-export of rubber, nickel, copper and other scarce and armaments-

relevant materials was also prohibited. The Allies also granted free transit over their territory 

for Swiss goods. 
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In general, Switzerland did not face severe problems during the first stage of the war. 

Trade continued, deliveries arrived regularly, and the trade blockades did not affect the 

country’s everyday life strongly. However, there were several moments in which the feeling 

of tension increased in Swiss eyes. One of the major incidents was during German attack on 

the Netherlands and Belgium in May 1940 which made the political and military leadership 

fear that the Germans might pass through Switzerland in order to attack France.224 Switzerland 

was also worried of the actions of the French army close to their borders, so the country 

declared that it would take serious measures in case of any violation of its territorial integrity, 

regardless where it came from.225 

In the period between 1933 and June 1940, Switzerland and Italy continued political 

and diplomatic relations in the established in the previous chapter trend. Some discrepancies 

existed almost without interruptions, but the mutual interest of maintaining relations led to 

compromises from both of the governments. Fascist leaders felt that the state and the economy 

were in upswing, so they were eager to push Switzerland more decisively to support their 

cause during the discussions about the sanctions that were supposed to be enforced on Italy. 

On the other hand, the Federal Government of Switzerland managed to maintain the fragile 

basis between satisfying enough Italians’, Western powers’ and its’ own interest. With the 

tension rising, caused by the failure of the League of Nations, the strengthening of National 

Socialist government in Germany and its growing cooperation with Fascists regime Italy, 

Swiss government felt that the neutrality of the country is at risk, so actions were taken in 

order to reduce it both by increasing the military capacities and by making efforts of 

maintaining the relations with all Great powers positive.  

 

 

 

 

 

                                                             
224 Italian representator in Bern Scola Camerini to Ciano, 10.5.1940 in Toscano, et. al.(ed) Documenti, serie IX, 

4, 1960, doc. 355. 
225 Italian Ambassador in Berlin Dino Alfieri to Ciano, 16.5.1940 in Toscano, et. al.(ed), serie IX, 4, 1960, doc. 

439. 



63 
 

5. Swiss-Italian relations June 1940 – September 1943 
 

The war years or, more precisely, the years in which fascist Italy actively fought 

alongside Nazi Germany, also marked a distinct phase in Swiss-Italian relations. In that 

period, the difficulty to separate politics and economics between Switzerland and the other, 

warring countries in Europe increased greatly. The powers from the Axis and from the Allies 

both saw Switzerland as an intermediary which contributed to maintaining a certain level of 

communication between the parties during the conflict. Swiss export provided different types 

of goods to both sides, so the country had to continue their communication and trade with 

them – unless it chose to accept severe losses – in a significantly more hostile environment. 

The economic and financial deals concluded during those years were not always favourable 

to Switzerland, but this was less important under wartime conditions as the primary goal of 

the Swiss leadership was to preserve the country’s independence. All efforts and sacrifices 

were publicly sanctioned in the name of the survival of the Swiss state. 

5.1. Political relations 

 

With the fall of France in June 1940 the situation for Switzerland became much more 

complicated compared to the relatively undisturbed months after the start of the Second World 

War. The new Head of the Political Department in the Federal Council of Switzerland, Marcel 

Pilet-Golaz understood that complicated times lay ahead for the Swiss people. Before German 

forces defeated the French army and occupied the country, the Confederation shared borders 

with countries from both the Axis and the Allied blocs, which allowed imports and exports to 

continue without severe complications. After June 1940, Switzerland found itself surrounded 

between the Third Reich, since 1938 including Austria, the German-controlled French 

territories, and the German ally Italy which had joined the war earlier the same month.226  

 When Germans invaded France, they found documents discussing the eventual 

cooperation between the French and the Swiss in case of a German attack against the 

Confederation.227 After the start of the Second World War, the head of the Swiss Army, 

General Guisan, and the French military command agreed that French troops would enter 

Switzerland through the Jura canton and support the Helvetic army defending the country in 

case of a German attack. The Swiss situation worsened as Berlin was furious when Swiss 
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airplanes shot down eleven German aircraft which violated Swiss airspace in June 1940.228 

Furthermore, according to National Socialist ideology small states simply did not have the 

right to exist in a world made up of large territorial empires. 

Shortly after defeating France, Germany started elaborating plans for invading and 

occupying Switzerland, commonly known as Operation Tannenbaum.229 The most critical 

months for Swiss independence during the war were probably between early July and late 

October 1940. During this time, Germany was preparing military actions which would have 

involved 2 million German soldiers which were stationed in Western France and Southern 

Germany. The Wehrmacht’s intention was to act fast and not to allow substantial parts of the 

Swiss army to take defensive positions. If this had been accomplished, the German command 

estimated that defeating Switzerland should have taken between 3 and 6 days. The Italian 

army was also supposed to take part in the operation with a contribution of 300,000 to 500,000 

men. Their task would have been to advance from the South, traversing whole Ticino and 

blocking the entries of the mountain passes.230  

Several days before the defeat of France, Germany stopped the deliveries of raw 

materials to Switzerland.231 This action presented an attempt to scare the political leadership 

and the population with a possible invasion and to open ways for Swiss concessions. On the 

25th of June 1940, Pilet-Golaz gave a speech which had the goal of preparing the population 

for the forthcoming difficulties that the country would have to overcome. In times of 

considerable tension, he called for national unity, asked the population to forget about any 

political preferences and discussions, and requested cooperation with the central.232 Pilet-

Golaz announced that the Federal Government might not always be able to explain publically 

all of their actions and required the population to support their decisions anyway. The Federal 

Councillor did not hide from the audience the fact that they would have to work more, earn 

less, and live worse in those years.233 He requested that big goals for the future were left 

behind for the moment and concentrate on the minimum needed to survive. Humanitarian 

ideas should have passed on a second place and the main effort should be concentrated only 

on surviving the war. The speech had the goal of preparing the Swiss population for the 

difficulties, did not give hope for bright future and was not closing the door for controversial 
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decisions of the policy-makers. The speech was not well received by the population and Pilet-

Golaz received strong critics from the press and the rest of the political elite as bringing the 

spirit down was considered a bad political decision.234  

Meanwhile, assessing the increased risk for the security of Switzerland, General Henri 

Guisan proceeded with a full mobilisation of the army. The Swiss military strategy 

represented a modernised version of the old idea of National Redoubt.235 The plan required 

placing the troops in different places of the mountain passes of Switzerland where the 

strategical advantage of the larger and better equipped army was reduced due to the difficult 

terrain.236 The military command considered this to be the best possible defence strategy for 

the country at this moment. It would have hardly increased Switzerland’s chances to defeat 

the German army, but it was supposed to reduce the danger of defeat in an eventual war.237 

Considering the resources Switzerland had at their disposal, Guisan promptly activated the 

plan and recalled more than half of the army from the borders and placed it in the fortifications 

which were built or restored during the last decade. After June 1940, around 360,000 Swiss 

soldiers took positions in the fortifications spread across the Alps. The most important defence 

mechanisms were situated in the Gotthard pass in the areas of the Sargans and the St. Maurice 

fortresses.238  

Guisan knew that Switzerland did not have at its disposal an army to equal the strength 

of the German forces, who were expected to be the main threat for the Swiss territorial 

integrity during the conflict.239 However, defending this area was considered the only way to 

protect some part of the country, which would allow them to keep some part of the country 

unoccupied by eventual adversaries. Concentrating a high percentage of the Confederation 

army in the centre of the country was not an easy decision to make. The choice was 

controversial because in that way some of the most important production and commercial 

centres like Zürich, Luzern, St. Gallen and Schaffhausen were left to the mercy of eventual 

aggressors. The main opponents were the socialists, who traditionally opposed the politics of 

the country ever since the 1930s. As Angelo Codevilla claims, the Federal Council decided 

that the best solution would be to exclude them from the political life for large parts of the 
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wartime years.240 Another problem was that around two thirds of the Swiss population lived 

in the endangered zone and they were left to defend on their own by using the guns which 

almost every Swiss household possessed.241 Leaving all this open to an attack could have had 

devastating consequences for the country; however, it was assumed that the army could not 

give significant resistance to the Germans anyway if placed in the flat fields. In this particular 

moment, the military command considered of primary importance to deny the possibility of 

passage through the Alps of any eventual enemy army and in this way to prevent them to unite 

with their allies. 

The Swiss army strategy was to delay combats until it was not possible for the enemy 

to attack.242 The military wanted to demonstrate that fighting them will be costly in matter of 

time, resources and efforts.243 For armies it was very hard to cross the San Gotthard pass, 

which was covered by snow for eight months every year, while the passes of Monte Rosa or 

Matterhorn were impossible for heavy military machinery like tanks. With the Swiss troops 

taking these positions, the fighting could continue for years while the Helvetic army counter 

attacked, complicating the potential German war effort significantly and causing it 

considerable damage.244 Not only that, but the zone could remain a hotspot of resistance for 

years in the centre of Europe, which was also going to be harmful to the Nazi war effort and 

their imperialist ambitions. As mentioned previously, the Swiss fortifications were in good 

condition and they were important for making any attacks even more complicated. When 

achieved, this could give time for the backup divisions to arrive and support the defence effort. 

The task of the divisions left intentionally outside the National Redoubt was to mine 

and destroy key infrastructures as bridges, roads and others when given the order, which was 

supposed to happen if the country was attacked.245 This task was considered a part of the 

strategy of not allowing the enemy to traverse the Alps in any way. Some of the key 

infrastructures prepared for demolition were the important railway connections between 

Southern and Northern Europe.246 Any soldier had the permission to destroy any bridge or 

tunnel if the danger is considered to be high. It was those groups of the army’s duty also to 

protect the destructive tools from the attackers. The idea behind these plans was to create 

more difficulties to the enemy, both militarily and economically. On the one hand they could 
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not easily advance with the invasion, and on the other this would disrupt the transit of goods 

passing through Swiss territory.   

Intelligence operations also had big importance for the Swiss defence effort. The army 

leadership could count on numerous people infiltrated in different associations in the country 

and abroad, looking to provide any kind of valuable information, but first of all an answer to 

the question which concerned the whole country – when and where the country will be 

attacked and by whom.247 Switzerland had organised five centres for collecting information 

in the country and they were located in Zürich, Luzern, Schaffhausen, Basel, and Lugano.248 

The role of Swiss spies was crucial for the Swiss political and military command as it was 

able to provide detailed information about the German army in more than one occasion.249 

They were particularly valuable for preparing the defence strategy in the times when 

Switzerland independence was put under significant risk. With the mission to reveal to the 

Federal Council the plans of the Italian leadership towards the Confederation, the Swiss spies 

observed and collected information in Ticino and in Italy.  

Switzerland had started a campaign against the subversion activities on its territory. 

Agents hired by Nazi Germany were performing exactly the same actions as the ones they 

used in Austria and Czechoslovakia.250 They organised groups for spreading threads, 

performed acts of violence and destroyed public or private property, but the important thing 

for them was to do everything possible to scare the population. However, their actions did not 

have much impact on the Swiss population. The Swiss Nazi party “National Front” also 

worked in favour of future Anschluss in order to unite the cantons with German-speaking 

population with Germany. Their efforts failed and the importance of the party declined 

steadily after their leader Robert Tobler was imprisoned for espionage. Swiss spies gave 

information for a possible German invasion in May 1940 and the Federal Council took drastic 

measures by ordering the arrest of all politically active Germans in the country and all the 

major right-wing politicians from the National Front. 251 

On the 25th of July, Guisan invited the army’s 650 field grade officers at the legendary 

Rütli meadow close to the Lake of Lausanne.252 The place was not chosen by chance. The 

spot held a key position in Swiss history and mythology. In 1291, representatives of Uri, 
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Schwyz and Underwalden had gathered there and had made the legendary oath 

(“Rütlischwur”) which was perceived as the foundation of the old Swiss Confederation. The 

three cantons had united in order to be able to respond to aggression of bigger and stronger 

states. Whether or not the event entertained much historic credibility was of secondary 

concern to Guisan. What mattered was the enormous symbolic meaning the place had and the 

underlying notions of the Confederation’s opposition to tyranny and oppression. 

The idea of Guisan of bringing the officers to the birthplace of the old Helvetic 

Confederation was to remind them of the values of their predecessors and to give hope for the 

raise the fighting spirit. The general was searching to motivate as much as possible the troops 

as in front of them there was a serious challenge to be overcome. Guisan made it very clear 

that the country will resist an invasion from any enemy. What was new in this period 

compared to previous occasions in which the tension was increased was that the military and 

the political command considered very seriously the danger of the country being militarily 

attacked. The decision-makers were convinced that the country needs to demonstrate to 

everyone that the independence will be defended at all costs and any invasion will face firm 

opposition by the Swiss army. In front of the serious challenge, the Swiss leadership 

undertook politics of giving way to determined resistance. Guisan asked for maximum 

dedication in the defence of the country and specified that the country will not surrender at 

any cost. He clearly stated that the combats will continue to the last drop of blood.  

Guisan also informed the officers assisting his speech that no rumours of surrendering 

should be considered true. First of all, he explained, as Switzerland was a confederation and 

therefore the country did not have a strongly centralised political leadership, it was not 

possible for the Federal Council or any other institution to surrender the country as they did 

not have this right.253 Second, any voices of surrendering coming from radio or anywhere else 

should be considered false and coming from the enemy with the goal of distracting the Swiss 

forces and reducing their fighting.254 He also asked that each officer spread his words among 

the army. Guisan had the goal of defeating the idea that fighting was pointless, which was 

created between parts of the population after witnessing the German strength in the first year 

of the war. The General Commander of the Swiss army was convinced that the exit of the 

crisis was going to be decided by the readiness to kill and get killed for achieving the great 
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task.255 Without it, even with the best armament or preparation it would be pointless to go 

ahead. He believed that without it also the foreign policy of any country becomes a charade. 

Guisan also wanted to convince the army and the population that neutrality was only valid 

when it could be defended by force.  

His speech had an enormous effect on the Swiss troops. Parts of it were transmitted over 

the radio and were published in the Swiss press so they could reach bigger part of the 

population and to have create enthusiasm among it. Resistant National Action, which 

represented a paramilitary organisation, was established and its staff was formed from 

selected army figures and conservative civilian circles, all of them recognisable persons 

between the population. Their goal was to persuade the parts of the population which 

remained in the cities to make the maximum effort to resist eventual attacks by invaders.256 

Generally, Guisan came to the idea that it was the military’s task to put an obstacle big enough 

to any belligerent, with the thread most probably coming from Germany or Italy, which would 

discourage those to attack Switzerland after calculating that the price would be too high 

compared to possible gains. The words of Guisan were also a clear message to any possible 

enemy that the Swiss were ready to defend themselves at any cost. 

The preparations for responding to an invasion or an occupation certainly increased the 

security of the Swiss state, but their readiness was never actually put to a real test as the 

hostilities never reached the Confederation’s borders. Even after Germans found the 

documents arranging the military cooperation between Switzerland and France in case of a 

German invasion of the Confederation, they took no concrete actions. Supposedly, Germans 

knew that Swiss policy makers were familiar with the fact of the German discovery and 

decided to leave the Swiss policy makers into panic, expecting an attack any time.257 Military 

plans such as Operation Tannenbaum were elaborated without doubt, but the operation never 

took place. The reason for that was never revealed for certain. Undoubtedly both German and 

Italian governments had a strongly negative opinion of Switzerland and the existence of such 

country was against their ideologies. It is fair to claim that even if Germany and Italy saw 

Switzerland negatively, the two countries stood to gain little from an invasion as Switzerland 

was more useful as a neutral power than as an invaded country; moreover, such an operation 

would have required enormous efforts and resources.258  
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In fact, during the summer of 1940, the German forces were focused on “Operation Sea 

Lion”, the planned invasion of Great Britain, which was considered far more important than 

invading Switzerland.259 At the very same time, Nazis started working on the preparation of 

Operation Barbarossa, the attack against the Soviet Union which would follow in June 

1941.260 One of the hypotheses suggests that the invasion of Switzerland was, however, only 

delayed, but not cancelled.261  

As for Italy, in a 1938 talk between Mussolini and the Italian Foreign minister Galeazzo 

Ciano, the first claimed that the Anschluss of Austria was only the first event of a series which 

were bound to happen. In one or other way, countries like Czechoslovakia, Switzerland and 

Belgium had to be “swallowed” in this chronological order.262 In November 1939 Ticino 

existed in the list of Italian interests for territorial expansion. As Count Ciano reports in his 

diary, even if Italy declared “non-belligerency” at the end of the year, Mussolini’s plan for 

the country’s future involved entering the war sooner or later.263 However, despite the widely 

discussed topic between the Fascist leadership, no concrete Italian military plans for attacking 

Switzerland were made, nor in 1939, nor afterwards.264 Similarly to the German political 

leadership, Fascist regime did not consider military operations against the Confederation of 

primary importance. In fact, Italy was much more interested in taking control over parts of 

Yugoslavia such as Istria and Dalmatia.265 Those regions were part of the Italian foreign 

interests as traditionally the country’s political leaders believed that those lands historically 

belonged to Italy. The irredentist movement in Dalmatia was also quite strong also because 

more than three-fourths of the people living in this region were Italian or from Italian descent. 

Generally, the Fascist leadership believed that leaving the Istria peninsula outside the Italian 

borders was an injustice that had to be corrected.266 Furthermore, Italy was not ready to take 

the initiative and start and organise an attack against Switzerland on their own. Their 

preference was to support an already started invasion and occupation, for example Operation 

Tannenbaum, and after successful conclusion split the country’s territory between them and 

Germany.267 The military command was against Italian armed actions against the 
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Confederation as it would have exhausted the already limited in economic and military 

capabilities of the country.  

Another reason why Italy never really developed plans for attacking Switzerland was 

because Rome was not ready to accept the parts of the country which Germany offered them. 

In case the Confederation was defeated, Italy would have only gotten Ticino, while much 

more would have gone to the Germans. The problem was not only the size of the lands that 

the two countries would have added to their territory, but also that almost all of the production 

and financial centres of the country were located in the Northern part of the country, while 

Ticino was one of the poorest cantons of Switzerland. None of the cities of great importance 

were located there, and neither was the canton a source of income from anything else than 

tourism and agriculture. Instead, Italy wanted to separate the Swiss territory through the 

Central Chain of the Alps, leaving them with control over all three of cantons Ticino, Valais, 

and Grisons.268  

Even if the alliance between Germany and Italy was a fact for several years already 

since the mid-1930s, Italy did not fully trust its partner. In fact, Ciano and other important 

politicians were worried that in a case of dividing the Swiss territory, Italy would have to 

share a border with a country with a much bigger population and greater military and 

economic capabilities.269 This is another reason why Italian Government wanted their 

Northern border to be the Central Chain of the Alps, creating a natural defence mechanism in 

case of eventual future problems between the two states.  

Any eventual military actions of Italy against Switzerland were excluded after their 

humbling defeat against Greece in October 1940.270 Until this moment, Italian political 

command believed that the country could lead a “parallel war” with the Germans, pursuing 

the creation of their own Lebensraum in the Mediterranean. Just as Italian politicians assured 

the Swiss that their neutrality would be respected, the same had been said with an eye to 

Greece. Still, the operation which started on the 18 October 1940 was undertaken without the 

consent of Germany and ended with a humiliating defeat when the Italian were repelled to 

Albanian territories by the Greek military. This caused a reconsideration of the goals of Italian 

expansionism, leaving the military initiative more firmly than ever before in the war in 

German hands.271 After getting a “bloody nose” in Greece, Italian leadership was less ready 
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to open another front in Switzerland due to the difficulties such an operation might have 

created. 

From this moment onwards, there was no significant reason for concerns for the Swiss 

that Germany or Italy would violate the country’s neutrality and independence. Germany was 

busy pursuing much larger goals, and after 1941 was concentrated on the war against the 

Soviet Union. Difficulties in the war on the Eastern front and the slow decrease of German 

Power also contributed to Swiss security. With the opening of the second front in Normandy 

in 1944, the possibility of a German invasion in Switzerland was nearly gone, as the Reich 

was busy fighting on the already existing battlefields and opening new ones was clearly not 

in their interest. A military attack coming from Italian side was less and less likely after 1941 

as the country was busy supporting the German war effort in Russia until the fall of the Fascist 

regime in September 1943. The country also did not have the capacity to lead a long and 

expensive combat against the Swiss considering the possible gains.  

However, it was not only the merit of the Swiss army defence strategy which made 

engaging into war against the Confederation inconvenient. The different priorities of their 

eventual adversaries contributed to the fact that Switzerland managed to avoid getting invaded 

and occupied. Choices made by the political leadership in the form of economic and financial 

policies also made any potential enemies understand that it was more convenient taking 

advantage of the Swiss markets and the possibilities it gave them than destroying the country 

and its economy.272 

 

5.2. Economic relations between Switzerland and the powers from the Axis and the 

Allies 

5.2.1. Economic relations with the powers from the Axis 

 

After Germany stopped delivering raw materials to Switzerland, mostly of coal, a few 

days before the defeat of France, the Swiss authorities responded by increasing their exports 

to the Reich as an attempt to avoid trouble and to give a concession with the hope that it would 

be to the benefit of their bilateral relations. The following month, the two countries indeed 

signed a new trade exchange agreement, according to which Switzerland exported armaments, 

munitions, precision tools, and machinery as before and, in return, received raw materials 

which were of great importance to the country. Those deliveries allowed the Swiss industry 

to work at almost full capacity which guaranteed the country a bigger income, kept 
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employment high, and helped reduce the possibility of internal problems. It also meant that 

Switzerland’s value as a trading partner was kept intact.  

However, the changes in the political situation and the dominance of Germany in this 

phase of the war were also reflected in the agreement. The previously favourable 2:1 ratio in 

value of the commercial trade was cancelled. Switzerland also agreed to allow a credit of 150 

million Swiss Francs to Germany, which was raised to 850 million the next year.273 

Presumably, after Germans found the documents arranging the military alliance between 

France and Switzerland they did not publically release those in order to keep the pressure over 

the Swiss authorities high and to be able to ask for more concessions from the Confederation. 

When Italy entered the war, the country’s economy was in a really disturbing condition. 

Similarly to Switzerland, the country was short of raw materials and had to import them from 

abroad; failing to do so caused the national industry to underperform.274 The problem for 

Italian decision-makers was that their union with Germany was economically less favourable 

than the one with the USA during the First World War when the country had constantly 

benefitted from trade. Due to their own demanding war effort, Germany preferred to keep 

their resources instead of sharing them. Furthermore, German economists were aware that 

allocating resources to Italian producers on average would mean less output than if they went 

to German producers. In other words, it was not only purely selfish but also economically 

rational. 

Another problem for Italy was that rearming and mobilizing the army took significant 

resources which requested a new thinning of the central bank’s reserves, which in July 1940 

counted a sum which was worth just 600 million Swiss Francs, a significant drop compared 

to the 2,700 million Swiss Francs the country previously had held in its reserves.275 After 

entering the war, the economy suffered from foreign capitals leaving the country which 

further complicated their situation. At the same time, the military was insufficiently prepared 

and their armaments were not adequate, which caused arguments between the military 

command and the political leadership. The army leaders were not wholly convinced by the 

decision to take part in the conflict, or at least did not share the idea of entrance in it at this 

point. Wartime production was also not spread all over the country as they were clustered in 

the South, so factories were an easy target for enemy attacks. Furthermore, the country was 

not able to produce enough armaments even for their own needs. 
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As a result of all these problems, Italy had to follow the German example and ask for a 

meeting with the Swiss authorities to discuss eventual loans. The negotiations started in July 

1940 and the parties agreed that Swiss banks would agree to the sum of 200 million Swiss 

Francs, even if the initial request was for 300.276 It was agreed that the transfers should be 

done through the clearing system, but some additional clauses were set. A Special Account 1 

was to manage the sums for the railway traffic between the two countries, while Special 

Account 2 was to be used only for purchasing Swiss goods by Italy which mostly consisted 

of weapons, wartime material, different machines, and aluminium.277 This was also beneficial 

to Switzerland because it guaranteed Swiss exports to Italy and was keeping employment 

high. According the agreement from July 1940, 75 million Swiss Francs from the 200 were 

transferred to Special Account 2, while the remaining 125 were guaranteed with Italian 

gold.278 By the end of the year, Italy requested a new credit of 75 million Swiss Francs, but 

negotiations went slowly as Switzerland did not want to seem weak in front of the Italian 

requests. However, at the start of June 1941 the sum was allowed and Italy doubled their 

orders from Switzerland.279 As a clause of the contract, Italy agreed to ease the access to sea-

shipping for the export of Swiss goods to the USA or to Great Britain. 

This general trend of Italy constantly requesting loans and credits from Switzerland 

continued when in late 1941 the Fascist Government requested the total credit to be raised 

from 275 to 550 million Swiss Francs. According to them, due to the fact the Switzerland 

increased the credit given to Germany to 850 million, the sum in Special Account 2 had to be 

lifted from 150 to 300 million and from 125 to 250 million Swiss Francs the bank loan 

guaranteed by Italian gold.280 Switzerland was ready to respond by offering 100 million Swiss 

Francs, which was a far cry from the Italian requests, leading to a new crisis in the bilateral 

relations. Rome was furious and threatened to disregard the clearing system and even to break 

up diplomatic relations with Bern.281 The German government had to intervene and to advise 

their fascist partners not to take such decisive steps, and at the end the old agreements were 

respected. In November 1942 the two sides finally came to an agreement after the Italian side 

drastically reduced their requests. 65 million Swiss Francs were added to Special Account 2 
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as a credit and Italy was enabled to take back 60% of the gold left in the Swiss National Bank 

to guarantee the deals and replace it with government bonds.282 This was the last financial 

deal between the two countries before the fall of the Fascist regime in September 1943. 

 5.2.2. Commercial exchange 

 

Both for Switzerland and Italy, the relevance of the international trade between them 

and their respective trade with Germany greatly increased after the interruption of commercial 

relations with France after June 1940 or the decrease of the levels of trade with Great Britain. 

Furthermore, after the summer of 1940, the trade with the British was banned by the Germans 

and the export had to be done through various types of smuggling.283 The German government 

imposed a trade counter-blockade against the Allies, but due to having encircled neutral 

Switzerland, it also could decide what was imported and what was exported by the Swiss. The 

Swiss had the choice of either not exporting anything or to export mostly to Germany, but due 

to their dependence on coal and fuels, they had to trade with the Axis. However, German 

government allowed the Swiss to sell watches for food, so the exporters managed to smuggle 

also chronometers and precision machines together with them, so the blockade was 

penetrated.284 In those years, the Swiss export of watches consisted around three-fourths of 

the trade with the Allies. Even in the dark days of 1942, Switzerland managed to export 310 

million Swiss Francs worth merchandise towards the Allies.285 The Swiss also managed to 

export illegally weapons and wartime equipment to the Western powers between 1940 and 

1943.  

At the same time, Switzerland was exporting mostly armaments to Germany and Italy. 

Particular importance had the anti-aircraft weapons produced by the Swiss company 

Oerlikon-Bührle.286 Except from that, Switzerland exported munitions and precision tools. A 

very important part of Swiss exports took the jewel bearings which were used in the creation 

of different machinery, and Switzerland was almost a unique producer, which made their 

production nearly irreplaceable. The watch industry also took an important part of the 

Helvetic export due to the high quality of their production. Germany was the biggest importer 
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of Swiss goods, taking in around 50% of the total export of the country. The highest 

percentage of the Swiss imports also came from Germany and consisted mostly of raw 

materials which were of primary importance for maintaining the Swiss factories operative.  

Swiss banks also had great importance for the National Socialist regime as some of the 

German resources and savings were kept there. One of the factors that contributed to the 

creation of the “Bergier Commission” in the 1990s were the saving accounts of murdered in 

the concentration camps Jewish people. Switzerland knew about those accounts, but did not 

communicate their existence. This fact caused lots of critics, answering to which required 

profound studies of the Swiss behaviour and history during the war. Another factor which 

made the Swiss banks very important for the German leadership was that through trading gold 

with them, Berlin was able to acquire Swiss Francs. Switzerland bought Nazi Gold for 1.6 to 

1.7 billion Swiss Francs, which was more than three-fourths of the export of gold by the Reich. 

After 1941, when all European assets in US banks were frozen, Switzerland acquired the 

German gold mostly for the preservation of the gold backing and the convertibility of the 

Swiss Franc. At the same time, Germany used the Francs for exchanging them for Portuguese 

escudos, used for the purchase of wolfram, needed for the production of weapons. Finding 

itself with huge amounts of Swiss Francs, Portugal used them to purchase some of the Swiss 

found in their hands. In practice, the Swiss banking system served for laundering of the gold 

that the Germans had or have stolen during occupations of other states. This was also highly 

criticised by the Western powers and was object of the investigation of the Bergier 

commission.287 

Swiss-Italian commercial exchange peaked in 1941, but the value of the exports of the 

two countries was not even after the introduction of the clearing system.288 As previously, a 

Swiss surplus was building up and clearing the difference was constantly delayed. For the 

period between June 1940 and September 1943, Swiss exports bound for Italy consisted of 

25.5% armament, 17.5% watches and precision tools, 14.9% machines and vehicles, and 6.9 

% aluminium.289 In the same period, Italy’s exports to Switzerland consisted of 42% 

foodstuffs and 30% raw materials, and the rest was spread among different sectors.290 

5.2.3. Importance of the Italian ports and the Swiss railway 
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Due to the low level of self-sufficiency in the food sector, Switzerland started 

elaborating plans for increasing its domestic production to levels high enough to cover the 

needs of the country. Switzerland had at its disposal enough meat, cheese, butter, milk and 

fats, but did not have enough sugar, salt, fruit, vegetables and wheat, so those had to be 

imported. The Swiss answer to the problem with the low self-sufficiency in the years of the 

interrupted normal international trade was the Wahlen plan, elaborated by Friedrich Traugott 

Wahlen, a Swiss agronomist and politician. His radical idea was to plant every usable square 

meter in the country in order to increase the domestic production. His plan required increasing 

the arable land in the country from 180,000 to 500,000 hectares and by better planning of the 

management of the reserves.291 His proposal required increasing the arable land in the country 

from 180,000 to 500,000 hectares and by better planning of the management of the reserves.292 

The plan was activated in November 1940 and included the transformation of football fields 

or lawns in city parks to fields for agricultural purposes. The plan was not entirely fulfilled, 

but thanks to it Switzerland reduced the negative effects of the war and auto sufficiency in the 

food sector was increased from 46% to 69% in 1943.293 The Wahlen plan also contributed to 

increasing the occupation levels among the Swiss population as it required the engagement of 

jobless citizens from towns and villages. 

For the rest of the foodstuffs which Switzerland could not produce on their own and for 

deliveries of different fuels, the country often had to depend on deliveries from the USA. 

Deliveries could only be done by sea, to which Switzerland did not have access. Oversea 

exports to North America and Great Britain also had the same problem. For the country it was 

not possible to use the German seaports as after the start of the war, they were under blockade 

by the Allies’ navy.294 Until the occupation of France in June 1940, Switzerland often used 

the port of Marseille and several smaller ones. Italy also provided access to Genova, Savona, 

Vado Ligure, Venice and Trieste, and an agreement for liberal transit for products coming 

from outside the Axis-controlled sphere, both coming from Allied countries and from other 

neutral states, was signed on 22 September 1939. Switzerland hired 15 Greek ships and 

imports and exports did not face significant difficulties. Before June 1940, Switzerland used 

both Italian and French seaports. The problems started when Italy entered the war as Great 

Britain closed the Gibraltar zone for ships carrying goods for Switzerland as an answer of the 
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Axis blockade which did not allow Swiss export to the Allies. After the war between Italy and 

Greece in October 1940, Greek ships were not allowed to enter Italian seaports, so they could 

moor only in Portugal, for example in Lisbon or in Leixoes, after which they had to be 

transported by trains to Switzerland.295 From the late 1941 and onwards, Switzerland started 

using the Barcelona seaport and Bilbao after 1942, which caused enormous difficulties due to 

the long distance and the scarce Iberian railway network.296 In March 1942 Switzerland signed 

an agreement with the Spanish commercial fleet and Italy stating that Spanish ships could 

deliver 40,000 tons of goods monthly to the Genova seaport.297 The next month, Switzerland 

established its own commercial navy travelling under Swiss flag which resolved the majority 

of their problems and allowed them to travel freely to the US, Great Britain, or anywhere else, 

and to deliver goods to Italian ports, most often to Genova.298 This had enormous importance 

for Switzerland as statistics show that 1 million tons of goods directed to the Confederation 

came through the Genova seaport only during 1942.299 

Before the start of the Second World War, 75% of the stock goods that Italy imported 

and 55% of what the country exported was transported by sea.300 Much changed after the 

Gibraltar zone was blocked by the British navy, which did not allow the Italo-German trade 

by sea. As a result, the railway traffic increased 3 times compared to the levels of 1937-

1938.301 In the period 1940-1943, more than 40% of the import and a bit less than 40% of the 

export of Italy passed through Swiss territory. In the same period, 43 million tons of goods 

arrived to Italy by using the Swiss railway, which made access to it a question of primary 

importance for the Fascist Government.302 The most important connections were St. Gotthard 

and Lotschberg-Sempione. Using those lines reduced the potential traffic in Brennero and 

Tarvisio as those were important for the military. Between 1940 and 1943, 50% of all the 

human traffic between Italy and Germany passed through Switzerland. In 1942, the transit 

traffic through the Swiss railway reached peak levels of 500,000 tons.303 
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5.2.4. The role of the Swiss economy for diminishing the threat of war  

 

After Germany started the war and Italy entered it in June 1940, their respective 

currencies, the German Mark and the Italian Lira, were no longer accepted on international 

markets. Consequently, these non-convertible currencies were undesirable for the other 

neutral states: Spain, Portugal, Turkey, Sweden, Romania, or the South American countries, 

and they did not want to trade with the Axis powers.  Therefore, obtaining Swiss Francs, 

which remained one of the few convertible currencies during the war, became of primary 

importance for these states. Swiss banks were constantly buying German and Italian gold 

during the war, even if the governments of the states in the Allied bloc constantly protested 

against this. Swiss banks did not pay only in Francs, they also used Argentinian pesos, Spanish 

pesetas or Portuguese suds.304 According to international law, the banks were not doing 

anything illegal. They also exchanged French Francs stolen by the Germans during the 

invasion of 1940 and converted them to Swiss Francs. Between 1940 and 1943, Swiss banks 

bought Italian gold for 98 million Swiss Francs.305 The country also bought much more gold 

than that from Germany, which became a topic of investigation by the “Independent 

Commission of Experts Switzerland – Second World War” (ICE).306 

Therefore, if Germany or Italy had attacked Switzerland, they would not have been able 

to take advantage of using the Swiss Franc in their dealings with other neutral states. The 

Swiss Government knew that and made a great effort to persuade the powers from the Axis 

that it would be more beneficial for them to trade with the Confederation and keep its economy 

and currency instead of destroying it. This was clearly part of the Swiss strategy for preserving 

the country’s independence. By modifying just one variable – the cost of enemy attack – 

Switzerland’s policy makers managed to make great use of their limited capabilities and 

resources. Even if the Swiss political leadership and the directors of the Swiss banks did not 

always knew the origin of the gold, according to the international law valid in those years that 

did not represent an obstacle for accepting it.307 An important point is the fact that Switzerland 

did not only accept gold from the Axis, but also from the Allies, as it was used for clearing 

any potential differences in the clearing system with all countries which had stipulated such 

agreements with the Confederation. 
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However, Swiss government also had motivations for agreeing to buy gold from any 

side during the Second World War. The country wanted to prevent others from gold 

acquisitioning which could be used for buying Swiss Francs and favouring the increase of the 

inflation levels.308  

5.2.5. Policy over the refugee question in 1940-1943 

 

Switzerland’s policy regarding accepting refugees during the Second World War was 

quite rigid. The Federal Council was particularly unenthusiastic about sheltering refugees or 

migrants of Jewish origin, especially those coming from the neighbouring countries. 

Strangely or not, especially during the first years of the war, the Federal Council considered 

that their existence was not put in danger by the war more than any other social group, 

probably not being well-informed about everything that was happening in the German 

concentration camps. The Swiss Government regarded the Jewish as people whose life was 

simply made more difficult due to the boycott of their production in Germany and due to the 

anti-Semite politics the regimes in Germany and Italy followed, so many were denied entry 

in the country. The Swiss government did not want to accept refugees or migrants who could 

find shelter in any other country.309 As a continuation of their position presented during the 

Evian conference in July 1938310, Switzerland was willing only to allow passage through the 

country to refugees which were heading to other countries.  

The Swiss government had several reasons for which it was not favourable to accepting 

large groups of refugees in the country. First, in 1942, one of the Federal Councillors, Eduard 

von Steiger, famously announced that “the boat is full” and that Switzerland was in no 

condition to accept any further refugees. Many were sent back to Italy or Germany.311 The 

political leadership was also worried that the country could provide jobs for the new arrivals 

and that they were going to be a weight to the economy which already had to support the 

weight of the war. Second, the Federal Council hoped that this would be seen positively by 
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the political leaders of Germany and Italy and it will contribute to the continuation of the 

peaceful cohabitation during the complicated wartime years. Swiss policy makers responded 

to criticism coming from the Allies upon such decisions that Switzerland has already taken 

more refugees than the USA.312 Еven if the Federal Council introduced restrictive measures 

against the flow of refugees and while special instructions were given to the border police, 

cantonal governments applied the new rules differently, local governments bent them and 

private organisations and individuals often ignored them, especially when the Jews had to be 

deported.  In fact, many Swiss families provided shelter to Jews escaping from Germany in 

the wartime years.  

5.3. Relations with the Allies 1940-1943  

 

In order to continue being recognised as a neutral country, Switzerland had to continue 

to maintain political and economic relations with the countries in the Allied bloc. After June 

1940, this was considerably harder than earlier, since now the Confederation was surrounded 

geographically by Axis forces or lands controlled by them. During those years, Switzerland 

was continuously criticised by the governments and the press of Great Britain and, after 1941, 

by the USA, for its continuing trade and financial relations with the countries from the Axis 

bloc.313 Immediately after the fall of France, the relations between Great Britain and 

Switzerland became problematic following the incident in which Swiss air forces took down 

British aircrafts which violated their airspace. On other occasions in this period, Swiss 

authorities also refused to allow British planes to land at Swiss airports.  

As a result, the British started withholding Swiss exports at the island’s seaports. That 

was the most frequent and effective policy of the Allies against Switzerland, but unfortunately 

for them it was also self-damaging due to the highly specific Swiss production, much of which 

was unavailable from other sources, or at least its quality was not comparable.314 For example, 

during the war the US imported 33 million Swiss-made watches recognizing their high 

quality. Even though relations with the Allied powers were bad, Switzerland, still attempted 

to demonstrate its neutrality by making requests for food, raw materials or fuel from the USA 

and Great Britain instead of addressing those to the Axis. Nonetheless, the Allied governments 

decided that they would not accept Swiss requests unless the Confederation’s reserves had 
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fallen below 2 months. The Allies refused to ship fuel supplies to Switzerland justifying this 

by fear that those will end up in German or Italian hands. As a result of their decisions, 

Switzerland signed a trade agreement with the USSR on the 25th of June 1941, according to 

which the Confederation was providing technology to the Soviet Union, which provided raw 

materials in return.315 This deal was arranged few days after the start of the German military 

attack against the USSR. This unexpected development surprised many political leaders in 

Europe, but the most important consequence was that it pushed the Communist empire 

towards the Allied bloc, of which it became a major part. 

Allies were constantly protesting against the allowance of credits from Swiss banks to 

Italy and Germany and were contesting the huge amount of weaponry and ammunitions 

exported from Switzerland to the two states. In response, Switzerland claimed that they did 

not have much choice but to continue the trade because of being constantly threatened by the 

states with which they shared borders.316 At the same time, the trade with the Axis excluded 

Switzerland from the Allied markets for large periods of each of the wartime years, which by 

itself was destabilising the Swiss neutrality.  

However, as mentioned before, Swiss commercial exchange with the Allies had to 

continue in order for the country to be recognised as neutral, so Allies took advantage of this 

fact. At the end of 1942, a trade agreement between the USA, Great Britain and Switzerland 

was signed. According to this document, Switzerland provided a trade loan of 37 million 

Swiss Francs to Great Britain used for purchasing Swiss production, in exchange to which 

their neutrality was recognised and the deliveries of raw materials were renewed.317 Great 

Britain and the USA also continued to import wartime materials, highly specialised equipment 

as callipers, chronometers, fine details for some types of machinery, jewel bearings, 

micrometres, diamond dies, etc. from Swiss origin.318 Switzerland also agreed to limit their 

export to Germany for the next year to 80% of the 1942 levels. It is uncertain if this agreement 

was respected by the Swiss. But the trade with Switzerland was very convenient for the Allies 

who charged higher and higher prices the Confederation.319 Examining the value of the import 

and the export between Switzerland and the Allies is difficult because of the data credibility 

which does not reflect smuggling and hidden import and export. Illicit trade took part of the 
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Swiss-Allied relations. For example, the technology for the creation of the anti-aircraft 

weapons of Oerlikon-Bührle was stolen and Britain and USA started producing the guns 

without paying for the license.320 The company was blacklisted on the Allied markets because 

of its cooperation with German customers and as a consequence was not allowed to make an 

objection in court.  

Generally, Switzerland’s trade with the Allied powers incurred losses, but that was the price 

to pay for the recognition of the Helvetic neutrality.321 Allied countries’ political leaders 

understood Switzerland’s difficult position and took advantage of it. Some of their politics 

towards the Alpine country can be considered controversial, however; thus, the decision to 

refuse selling fuels to the Confederation pushed the country right into German hands. As 

Switzerland could domestically guarantee only 58% of the energy sources needed for the 

normal functioning of the state economy, the country had to import the rest. As all of the fuels, 

mostly coal, were coming from Germany or countries under German control, this meant that 

Swiss production could be controlled by the Axis. Any withholding of deliveries would have 

resulted in net energy deficit, causing severe damage to the Swiss economy which would 

allow Germany to request concessions and limit Switzerland’s scope of influence.  

5.4. Swiss independence and neutrality in 1940-1943 

 

The period between June 1940 and September 1943 put Switzerland’s independence 

probably to the most serious test during the years of Fascism. With the country surrounded 

by strong authoritarian states with hostile attitudes towards the Confederation, the military 

and the Federal Council had to make an enormous effort to increase the cost of any military 

action by a potential enemy as much as possible, and at the same time to convince those 

enemies that Switzerland was more valuable alive than destroyed, mostly with an eye to its 

economic capacities and the opportunities the Swiss Franc presented to Axis trade. By 

achieving this, overtaking the small Alpine state was relegated to a lower place in the list of 

priorities of the Germans and Italian regimes. At the same time, the Swiss government had to 

be careful to preserve the fragile balance in their relations between the two fighting blocs, 

both of which posed demands, the combination of which was impossible to be implemented 

fully. Switzerland acted pragmatically and opportunistically in its wartime relations, 

responding to threats by changing trade policies and searching for acceptable concessions. 
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With the fall of Italy’s Fascist regime in September 1943 and the fading of the German threat, 

Switzerland had more scope of action to maintain the balance in its relations with the two 

fighting blocs. The strong economy and the stable finance system allowed the country to 

sacrifice funds in some unfavourable trade agreements or providing loans to other states, 

therefore it also contributed in an important manner to the preservation of Swiss 

independence. 
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6. Conclusion 
 

In the relatively short period between 1922 and 1943, the Swiss political leadership had 

to overcome difficulties of various types. The neutral state was still suffering the negative 

effects of the First World War on the domestic stage due to the lack of social cohesion between 

the different language groups and the low level of public trust towards the political authorities, 

even though the country had not actively participated in the conflict. At the same time, the 

hardships taught Swiss policy-makers valuable lessons. Accusations that the country had 

shifted away from neutrality during the wartime years convinced Giuseppe Motta and the rest 

of the Federal Council that Switzerland’s foreign policy should be guided by strict observance 

of international law and the Hague Conventions of 1907. 

Soon after the end of the First World War, Switzerland had to find a way to cohabitate 

peacefully with its Southern neighbour Italy, where the Fascist regime was established in 

1922. Even if the two governments shared some ideas, notably anti-communism, they were 

ruled according to two completely different ideologies and had very different goals. In the 

course of the next two decades, Switzerland kept trying to maintain good relations with Italy 

although the Fascist regime did not show great affection for the Confederation. Yet, the 

benefits of trade with the Alpine state were undeniable and Italy was in no condition to ignore 

them. The relations between the two states were never perfect, but neither did they ever break 

down completely as this would have been mutually disadvantageous. For Italy, Switzerland 

was an important partner in terms of trade and later in diplomatic support, and that is why the 

Fascist government was ready to accept the measures taken by the Confederation (or the lack 

thereof) regarding the major concerns about the fuorusciti or the Swiss press which Rome 

considered hostile. However, Italy never stopped protesting, often furiously, against those 

issues, which indeed prompted Switzerland to make more concessions to Rome. Bern made 

repeated efforts to demonstrate their friendship to Italy, as well as their willingness to 

collaborate with Rome to overcome the disputed issues. The Swiss government was 

continuously worried about the Italian intentions towards the Ticino canton, which triggered 

ever more concessions to Italy as a way of demonstrating to them that trading with the 

Confederation would be more beneficial than attacking it militarily or by trying to violate the 

territorial integrity of the country in any other way. 

This conciliatory approach became crucial in Switzerland’s defence strategy. During 

the two decades, in their relations with Fascist Italy and also with Nazi Germany, Switzerland 
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always tried to take advantage of its strong economy and financial capabilities. Rather than 

looking at trade deals from a purely economic and financial perspective, the Swiss 

government often used its economic and financial stability in service of the country’s political 

interests. This caused some financial losses, but in exchange the country received assurance 

of its neutrality and warmed the relations with other states. Italy constantly benefitted from 

trading with Switzerland until the mid-1930s, which was a compromise the Confederation 

was willing to make, both because the country needed the imports from Italy, but mostly in 

order to avoid political problems. 

The practice of sacrificing some resources for the safety of the country in financially 

unfavourable deals was not abandoned and its importance became even more crucial after 

June 1940, when Switzerland was surrounded by Axis powers. In that period, the 

Confederation leaders took advantage of the great financial capabilities of the country and 

allowed more than 1 billion Swiss Francs in loans to the Axis powers in order to deter any 

aggression in times of considerable danger for the Swiss territorial integrity. Also, the Swiss 

authorities knew that the acquisition of Swiss Francs was of utmost importance for Italy and 

Germany for trading on international markets, so they were ready to sell it to them. Those 

decisions aimed at augmenting the value of the Swiss economy for potential enemies; that 

economy was too important to be destroyed. 

At the same time, Switzerland also signed unfavourable financial deals with the Allied 

countries. The economy was employed for political purposes once again as the Confederation 

was on the losing side from the trade with the powers from that bloc, but this was the price 

the country had to pay in order to demonstrate that it was not part of the Axis. The economy 

took a hit from the financially disadvantageous deals, but the continued trade with both 

belligerents was a demonstration of neutrality. The astonishing fact is that even after these 

losses, the country’s economy came out of the war stronger than it had been before 1939. The 

hole in the balance of trade was covered by other sources of income such as insurance policies, 

tourism, etc. Switzerland’s strong economy was one of the country’s most important assets in 

its struggle to secure continued recognition of its neutrality by all warring sides. It allowed 

the decision-makers from the Political Department to be flexible and to offer various 

concessions, thus safeguarding independence. 

For Italy, Switzerland was also an important partner in terms of diplomacy. During the 

discussions in the League of Nations’ seat regarding the sanctions against the Fascist state for 
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their actions in Ethiopia, Switzerland was one of the states which rejected the idea of imposing 

drastic economy and trade sanctions. Even if this was done partially to maintain good relations 

between the two states, Italy understood that it was also in Switzerland’s self-interest to 

oppose severe measures.  

While ready to make economic concessions, the Swiss political leadership was much 

less willing to make political concessions. It was made clear that the country would not 

tolerate any territorial violations, no matter whether by land or by air. In fact, aircraft from 

both belligerent blocs were taken down and permission of passage of troops was denied to all 

sides. Switzerland’s military command developed detailed defence plans which sought to take 

as much advantage as possible of the difficult mountain terrain in large portions of the 

country’s lands, and made it clear to any eventual enemy that the army would fight until the 

very end with no possibility of backing down. Fighting threatened to be prolonged, difficult 

and costly, and the idea was to scare away any potential adversaries, or at least to make them 

re-consider potential military actions. Swiss soldiers were instructed to destroy any 

infrastructure of crucial importance such as bridges, tunnels and so on, which were important 

for Germans and Italians, as much of the North-South traffic depended on these railroads. The 

strategic importance of the Swiss railways increased further after the Allies imposed a naval 

blockade against their enemies, so the Confederation’s leaders knew that destroying these 

strategic infrastructures would create great difficulties for the Axis powers. 

Raising the effort and cost of an eventual invasion was a strategy in perfect accordance 

with the financial politics which allowed concessions like providing credits or allowing a 

trade balance advantageous to Germany and Italy. The Swiss authorities made it clear that 

they were ready to trade with all sides in the conflict as long as this was within the terms 

allowed by international law and especially the Hague Convention of 1907, but that they 

would not tolerate any violations of those agreements. 

Switzerland was not the only state that remained neutral in the Second World War. The 

Confederation and Sweden shared some similar experiences. Both states were surrounded by 

Axis powers for certain periods of the war and both managed to survive the conflict without 

being militarily attacked. However, while Switzerland pursued a consistent strategy, Sweden 

shifted their policy towards collaborating with whichever side had stronger positions in the 

war. Just as Switzerland did, Sweden also signed agreements guaranteeing the export and 
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import of certain goods before the war.322 However, some of the decisions that the Swedish 

government took can be assessed as shifting away from neutrality and aimed at 

accommodating the requests of the stronger side in the different stages of the war. 

The moment of the biggest threat to Swedish territorial integrity was in early 1940 when 

the Allies asked for the right of passage through Swedish lands and airspace to bring aid to 

Finland which was at war with the USSR.323 The Swedish government was worried that if 

they issued such a permission, it would undoubtedly cause a reaction from Berlin as they were 

allied with the Soviets in this period. Stockholm definitely wanted to avoid opening a second 

war front in the Baltics and Scandinavia, so the request was refused.324 The Germans also 

wanted to avoid any Allied presence in Scandinavia as the political decision-makers assessed 

securing the deliveries of iron ore to be of primary importance. When the German military 

started Operation Weserübung, they did not plan on violating the territorial integrity of 

Sweden as they did not have any interest in doing so. It was enough for them that the Swedes 

remained neutral and refrained from intervention in support of Norway or Denmark. 

However, when German armies faced severe resistance in Narvik in Northern Norway, the 

Nazi government asked for permission of passage from Finland to Norway in order to bring 

in fresh forces to support their armies. After stalling off the talks, a strategy often used by the 

Swedes in their relations with the belligerents to win time for rearming, the government 

rejected the German request.325 Yet, after continuing protests and threats from Berlin, Sweden 

finally granted the right of passage in July 1940. This reflected also the changes in the balance 

of power with Germany being the dominating force on the continent. At this time, Sweden 

was also blocked from direct access to the Allies by sea after the Germans blocked the strait 

of Skagerrak. Starting from June 1940, Sweden’s export was monopolized by Germany. 

Sweden had to exchange iron ore for coal and coke, which the country could import only from 

the Axis powers.326 

The attempts to penetrate the blockade never actually stopped, but they were not highly 

successful. The idea was to demonstrate the country’s willingness to trade with the Allies as 
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this was requested by the Hague Convention. However, even during the period between the 

late spring of 1940 and the summer of 1941 in which German troops were unoccupied in 

Europe, the German forces did not seriously consider attacking Sweden militarily. What was 

of key importance for the German authorities was that the deliveries of iron ore and ball 

bearings continued arriving. Sweden was a world leader in the production of these elements 

without which the construction of tanks, cars, and other machinery was unthinkable. As the 

Swedish power plants and mines were marked for instant destruction in case of an attack 

against the country, the strong possibility that such supplies would have been interrupted 

discouraged the activation of any German military plans.327 The Germans were now focused 

on Great Britain and operations against Sweden were not considered of primary 

importance.328 

Another demonstration of the fact that Sweden was looking to satisfy the demands of 

the stronger side in the different phases of the conflict came in the summer of 1941 when 

Germany started Operation Barbarossa against the USSR. Sweden allowed the right of 

passage of German troops from Norway to Finland, which was clearly giving an advantage to 

one of the sides in the conflict.329 The Swedish army was instructed not to fire at German 

aircraft even if they violated their airspace, and the Swedish Navy removed some of the mines 

around its coast which eased the German Navy’s advancement in Baltic Sea. Between the 

summer of 1940 and the summer of 1943, around 2 million German soldiers were transferred 

using Swedish railways.330 This fact was of central importance for the Second World War and 

the country was duly criticised by the Allied governments for this decision. 

After Germany’s decrease of power, Sweden resumed collaboration with the Allies and, 

as requested by them, first reduced the amount of commercial exchange with Germany, and 

then stopped it fully at the end of the war. The same happened with the level of collaboration 

for transport of German soldiers and wartime equipment on Swedish railways. After 1943, 

Sweden felt powerful enough to refuse some German requests, which was greatly valued by 

the Allies. After 1944, Sweden contributed to Germany’s defeat in various ways which 
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allowed the international public and diplomatic circles to clear Sweden’s political leadership 

from guilt for prolonging the war.331  

 The foreign policies of two of the neutrals in the war, Switzerland and Sweden, differed 

in several ways. While Switzerland based its foreign policy on trying to apply as closely as 

possible the Hague Convention of 1907, following this strategy for almost the entire war, the 

Swedish foreign policy was less principled and more flexible, siding with the stronger party 

in the different war phases.. The permission for passage given to the German armies was in 

clear violation of neutrality, and marked a line which the Swiss government was careful never 

to overstep. Indeed, as noted above, Swiss forces shot down British and German aircraft when 

these violated their airspace. The application of the trade agreements was also at issue, as 

Sweden tended to ignore their terms if that would be advantageous to their relations with the 

stronger party.  

An example for such actions could be the lowering of the export prices for iron ore and 

ball bearings sold to Germany, in violation of the 1939 trade agreement with the British, which 

apart from settling the levels of trade between the two countries, also arranged the terms of 

the trade with Berlin.332 When in late 1942 Sweden and Germany signed an agreement for 

their 1943 trade relations, Stockholm refused the Allied demands to violate it until the end of 

the year when the Swedish government finally agreed to do in the light of the foreseeable 

Allied victory. Out of fear for long-term economic sanctions imposed by the Allies, Sweden 

now agreed to cut the exports to Germany to the levels of 1938. At the end of 1944, Swedish 

politicians further accommodated the Allied demands and stopped exports to Germany fully, 

which also benefitted Stockholm financially as the future of this country was all but unclear. 

However, as the war was not over yet, stopping the trade was against the rules of neutrality.  

The collaboration between Swedes and Allies was at a higher level compared to the Swiss-

Allied partnership at the end of the war, which probably contributed to Sweden being given 

more credit for defeating Germany. On the other hand, Switzerland’s continued trade with 

gold resulted in accusations of support for the German war effort. Therefore, the less 

principled, more flexible foreign policy of the Swedes and their extended collaboration with 

the Allies, combined with the continuous effort to support the Allies through secret illicit 
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trade, led the Second World War victors to treat Sweden as more deserving of recognition 

than Switzerland, which was seen as a German collaborator.  

However, the experience of both neutral states with direct borders with Axis nations – 

Sweden and Switzerland – showed that neutrality works best in times of peace.333 First of all, 

states that had chosen such a foreign policy did not need to maintain balance in their economic 

relations with the fighting blocs, which proved to be especially difficult if a country was 

surrounded by on warring side, as trade with the other became much more problematic, and 

that could be used as an accusation for violation of neutrality. Still, neutral countries are 

supposed to behave as such during times of peace in order to have their neutrality recognised 

by belligerents in times of crises. Neutrality both limits and widens the scope of action of 

countries that decide to adopt such policy. On the one hand, it does not allow the country to 

join any military alliances, which makes them depend only on their own defence capabilities, 

but on the other, it allows the state to maintain relations with all belligerent blocs. 

During the years of cohabitation with Fascist Italy, Switzerland had to make maximum 

use of its limited resources. The country had to sacrifice resources and undergo significant 

hardships especially during the Second World War, but managed to maintain its 

independence. Their case proves that neutrality means nothing if the country has no defence 

capabilities and readiness to defend itself against eventual violations. Switzerland’s target was 

to mount a challenge big enough to discourage any enemy who might attempt to occupy the 

country. As professor Phillipe Marguerat claims, Switzerland exploited the whole range of 

actions permitted by the international law in power back at that time.334 

As mentioned, the ethics of the decisions taken by the Swiss policy makers at the time 

are up for debate, but one cannot ignore the conditions in which those decisions were taken, 

keeping in mind that ethical considerations became less important when making choices in 

extreme situations. The main criticisms of Swiss neutrality during the war were pointed to the 

Federal Council and their policy of denying asylum of thousands of Jewish refugees.335 The 

other accusation was that Switzerland prolonged the Second World War by supporting the 

German war effort in terms of deliveries of armament and electricity. After the Final Report 

of the so called “Bergier Commission”, Switzlerand’s highest political authorities admitted 
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their responsibility in retrospect. However, what needs to be considered is that fear of invasion 

was the primary factor which guided their foreign policy in the wartime years. Claiming that 

the threat was not that big as perceived by the Swiss policy-makers is easy given the time-

distance. Until September 1943, Switzerland was a small country, completely surrounded by 

hostile authoritarian powers, with no friendly countries that could have helped it in case of 

aggression. To worsen its situation, the state was at the same time dependent on deliveries of 

coal and other energy sources such as gasoline or oils, which could arrive only from the Axis-

controlled countries, which gave them the possibility to pressure the Federal Council with 

threats and by demonstrating hostile intentions, as it happened in 1940. The goal of such 

actions was clear – to obtain as much as needed from the high-quality and sometimes unique 

Swiss production and to exploit its economy and precious currency, the Swiss Franc. In the 

years after June 1940, the Swiss political authorities were trying to accommodate the Axis 

demands in order to avoid violation of the territorial integrity of the country, a probability 

which they believed to be very real at the peak of the German strength. The decisions to refuse 

Jewish refugees entry into the country was a step in that direction. Still, in spite of the highly 

complicated situation, the Federal Government continued to follow the letter the Law of 

Neutrality from 1907 and made a significant effort to maintain trade and relations with the 

Allied powers on an acceptable level so they could maintain the recognition of neutrality. In 

hindsight, the fact that Switzerland managed to maintain its political independence during the 

Second World War should be considered a significant achievement, especially given the fact 

that the Confederation was probably in the most difficult position of all neutral states in 

Europe as the country was most isolated and most vulnerable because of their aggressive 

neighbours. When replying to accusations claiming that Switzerland collaborated with the 

Axis during the war, it should be considered that neutrality did not and does not work if it is 

designed autonomously by a specific country. In fact, in order to be recognised and respected, 

neutrals usually had to offer other benefits to potential adversaries in order to make neutrality 

profitable also to these foreign forces. Without doing that, neutrality would have meant 

nothing.  
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