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In the eighteenth century French replaced Latin as the language
of diplomacy, science, and philosophy; in the nineteenth century
it became the international Janguage of technology and business
affairs.  Although Great Britain, “the first industrial nation ”,
pioneered the techniques of steam power and its applications to
industry and transport, of machine production, and of modern
banking and finance, Frenchmen played a major role in trans-
mitting those techniques to the Continent. In so doing they both
modified and enlarged them. The French made especially nota-
ble contributions to the economic development of Central and
Eastern Europe.! In the Habsburg Empire, for example, “les
idées, les institutions frangaises exercent le plus d’ascendant... Elle

1 For the purposes of this essay, “ Central and Eastern Europe ™ refers to the nine-
teenth century Habsburg, or Austro-Hungarian Empire, the Russian Empire (less
Finland, Siberia, and Central Asia), and the new nations of Rumania, Serbia and Bul-
garia, Germany, Switzerland, Italy, Greece, and the Qttoman Empire, ajthough con-
ceivably within a geographical definition of * Central and Eastern Europe,” have been
excluded for reasons of brevity and convenience. For a more detailed treatment of
France’s economic relations with all the above areas, as well as the rest of Europe, see
Ronpo CAMERON, France and the Economic Development of Europe, 1800-1914 (Princeton,
1961).
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nous emprunte successivement notre organisation civile, admini-
strative, financiére, j'udiciarc, militaire ”.2  Similarly, in both
Russia and the newly independent states of southeastern Europe
French models — of administration, financial and commercial
organization, industrial technology, and so on — were paramount.
In short, in the century before 1914 France exercised significant
influence upon the efforts of those countries to achieve modern
€CONOMmIES. :
' Paradoxically, France’s direct commercial relations with Cen~
tral and Eastern Burope amounted to little. Around the middle
of the century Russia ranked tenth among France’s commercial
partners — behind Algeria and Turkey — with less than 2.5
percent of France’s total commercial exchanges.? The Habsburg
Empire lagged even more. The situation did not differ greacly
at the beginning of the twentieth century. The low level of fo-
reign trade generally in Central and Eastern Europe, the high
cost of land transportation, and the lack of complementarity be-
tween the respective economies hindered commodity trade.

Of far greater importance than commodity trade, the invest-
- ment of French capital in Central and Eastern Europe played a
crucial role in propelling the economies of those regions toward
modern industrialism. The preponderant place of French capi-
tal in pre-1914 Russia is well known. French capital also contri-
buted significantly to the establishment of railways and other
public works, banks and insurance companies, and a variety of
industrial undertakings in Austria, Hungary, and the Balkan states.
Professors Berend and Riénki have given some global figures of
foreign investment in Eastern Europe; Professor Crisp has pro-
vided more detailed estimates of French investment. Thus I
shall not dwell on the quantitative aspects of the investments,
but instead shall explore some of their less tangible consequences,

2 ALerep LEcOYT, Les Ressources de I' Autriche et de la France daprés les documents of-
feiels (Paris, 1859), p. L
3 Prance, Commission des Douanes, Tableaw décennal du commerce, 184756, 1, xxvil.
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and trace other important although non-quantifiable features of
the economic relations of France with Central and Eastern Europe.

In the long run the economic development of any society is
determined by the interplay of four broad groups of factors:
population, resources, technology, and institutions.4 Of these,
population and resources are specific to a given society, and little
influenced by external events. Technology and institutions, on
the other hand, are highly susceptible to international currents.
In the nineteenth century France exercised an influence on the
institutional structure and on the acquisition of new technologies
of the states of Central and Eastern Europe out of all proportion
to its relatively modest commodity trade, and even to its sizable
and important exports of capital,

The French Revolution destroyed the ancien régime in France,
and the revolutionary armies did likewise in the areas they conque-
red. Napoleon completed the great work of codification of the
laws and implanted the Napoleonic codes throughout the Empire
and beyond. Although in Central and Eastern Europe it was
only the Hllyrian provinces of the Empire and the Grand Duchy
of Warsaw that were directly affected, many other regions felt
their influence, sometimes after a considerable delay. The Serbian
prince Michael Obrenovich and many Romanian noblemen and
wealthy bourgeois received French educations; the newly liberated
- nations of southeastern Europe frequently copied their laws not
only from the French, but in French. In 1855 Jacques Maniel,
the general manager of the French-controlled Austrian State
Railway, introduced the metric system for the railway, whence
it spread throughout the Habsburg dominions.s In 1860 the French
Journal des chemins de fer declared, * Un des signs materiels de

4 For an elaboration of this approach to the study of economic development, see
Ronpo Cameron, ™ Economic History, Pure and Applied ', Journal of Economic History,
36 (March 1976), pp. 3-27.

5 Annales des Ponts et Chausées {hereafter APC), Mémoires et Documents, Série 5,
vV (1873}, 7-28.
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Uinfluence frangaise dans ce developpement a été 1'adoption
de notre systéme métrique pour l'établissement et 'execution des
chemins de fer. Aujourd’hui encore, c’est par nos ingenieurs que
la plupart des chemins de fer en Europe sont construits et ex-
ploités ”.¢ The French franc became the basis of the monetary
systems of Greece, Serbia, Romania, and Bulgaria, while Hungary,
after .gaining autonomy in 1867, minted its coins of 8 florins in
conscious imitation of the familiar 20 france gold pieces, with
which they freely interchangeable.”

Another institution with important ramifications in the proc-
ess of economic development was the French system of technical ed-
ucation. The Ecole des Ponts et Chaussées and the Ecole des Mines
both had antecedents in the ancien régime, but were reorganized
during the Revolution. The most famous French technical school,
the Ecole Polytechnique, was a creation of the Revolution, as was
the Conservatoire des Arts et Métiers. The Ecole Centrale des
des Arts et Manufactures, established in 1828-29 under private
auspices, had as its purpose ““the training of civil engineers, factory
managers, industrialists, etc. ” specifically for the private sector.®
All of the schools accepted foreign students, many of whom
became famous scientists and engineers and propagated the French
system of technical education in their own countries. Between
1829 and 1864 one fourth of the students in the Ecole Centrale
came from countries other than France, especially from Eastern
and Central Europe. Schools in other countries established on the
model of the Ecole Polytechnique included those in Prague (1806),
Vienna (1815), and St. Petersburg (1829).

Perhaps the most significant contribution of Frenchmen to
the economic development of Central and Eastern Europe lay
in their role as carriers of modern technology. Frédéric Le Play,

5 Jourttal des chemins de fer (hereafter JCF) 4 Feb. 1860,

7 Marc WiCKENBURG, ' Le Budget hongrois,” Revue de Hongrie, 1 (1908), p. 481.

§ FranNGors PoTHiER, Histoire de I'Ecole centrale des arts et manufactures, (Paris, 1867),
pp. 37-38.
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remembered today as one of the founders of modern sociology,
first achieved renown as a mining engineeér. In 1337 the Russian
governmcnt invited him to survey the coal resources of the Donctz
basin, at that time totally undcvclopcd. He returned in 1844 at
the invitation of the Prince Demidoff, lord of a vast industrial
fief, who persuaded Le Play to take over the technical direction
of his mining and metallurgical operations in the Ural Mountains.®
Generalizing from his own experience and.those of other French
cngineers, Le Play wrote that the missions of French engineers
abroad ‘‘ eurent généralement pour objet, tantdt le service de
IEtat, tant6t des entreprises scientifiques et techniques pour
lesquelles les gouvernements étrangers réclamérent le concours
d’un ingénieur frangais ”.10 :

During the Napoleonic period French engineers sojourned
abroad both in the service of their own government and at the
request of foreign governments. Between 1803 and 1814 A-M.
Héron de Villefosse, author of D la richesse minérale, served suc-
cessively as supervisor of mines in the Harz Mountains, inspector-
general of mines and factories between the Rhine and Vistula,
and director of the mining admiinistration of the Kingdom of
Westphalia.!! Louis de Gallois performed similar functions in
Italy, Illyria, Carinthia, and Carniola, for which he received an
award from the Austrian emperor.!? In 1809 Pierre Bazaine and
three other French engineers went to Russia at the request of
the Tsar Alexander to establish the Institut impériale des Voies
de Communication, modeled on the Ecole des Ponts et Chaussées.
Exiled to Siberia during Napoleon’s invasion of Russia, in 1815
they returned to their posts, where in addition to teaching they
directed numerous engineering works, such as the Ladoga canal.1?

% R. SAMUEL LAJEUNESSE, Grands mineurs francais, (Paris, 1948), pp. 93-98; Ecole
Polvtechnique, Livre du contenaire, 1794-1894, 3 wvols., (Paris, 1894-97), 1, 500; III, 202.

i FREDERIC LE Pray, Les Ouvrters curopéens, 2nd ed., 6 vols. (Paris, 1879}, I, 406,

1" Ecole Polytechnique, Centenaire, 111, 118-20.

12 LAJEUNESSE, Grands mineurs, pp. 68-69.

1} Ecole Pelytechnique, Ceatenaire, TH, 50, 564-65.
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Bazaine, who attained the rank of Lieutenant General in the
Russtan civil service, returned to France in 1832, but was succeeded
by other Frenchmen until well into the second half of the century.
In 1852 the prince of the autonomous principality of Wallachia
hired Léon Lananne, a French engineer who also served in Spain
and Switzerland, to establish a Corps des Ponts et Chaussées,
continued by the subsequent principality and kingdom of Romania.
Lalanne served for several years in the post of director-general,
introducing the metric system in the principality and supervising
the construction of many public works. He hired other French
engineers for subordinate posts, one of whom eventually succeeded
him, and returned to Romania in 1878 as president of an interna-
tional technical commission to select a site for a railway bridge
across the Danube.!4

French engineers in government service contributed to the
international diffusion of technology both as founders and tea-
chers in technical schools operating on French models, and in
actual practice. In addition, as private entrepreneurs in their
own right, and as employees of banks, large railway companies,
and industrial concerns, they contributed yet another important
ingredient of modern economic growth: the spirit of enterprise.
Until about the middle of the century they operated primarily as
individual entrepreneurs; for example, they established chemical
plants in Bohemia and beet sugar refineries in Russia.!$ In the
second half of the century they continued these activities,'¢ but
increasingly they served as agents of large joint stock companies.
French companies supplied gas and electricity and installed sa-
nitary water and sewer facilities for such rapidly growing cities
as Belgrade, Budapest, Bucharest, Odessa, Rostov, and Nijni-

14 APC, Mém. et. doc., sér. 5, 19 (1880), 53; ibid., sér. 7, 5 {1898), B08.

15 Ecole Polytechnique, Centenaire, 1M1, 559 ff,

16 JouN P. McKay, Pioneers for Profit: Foreign Entrepreneurship and Russian Industria-
lization, 1885-1913 (Chicago, 1970} gives many examples of such activities in Russia.
See also RENE GIRAULT, Emprunts russes et investissements frangais en Russie, 1887-1914
{Paris, 1973).

342



Economic Relations of France with Central and Eastern Europe

Novgorod.!” They built port facilities in Trieste, Fiume and
Constanza, and supplied dredging machines for the ports of
Liepaja (Libava) and Kronstadt; still others built dams and canals
in Russia (including that connecting the Volga and Don), improved
navigation of the Volga, and laid a petroleum pipeline from Baku
on the Caspian to Batum on the Black Sea.!8 Of special piquancy,
French firms underbid their German rivals to construct the forti-
fications of Bucharest.? _

French companies and engineers contributed importantly to the
development of mining and metallurgical industries throughout
Central and Eastern Burope. The Trifailer Kohlenwerks-Gesell-
schaft, the Société métallurgique Austro-Belge, and the Oster-
reichisch-Alpin Montan-Gesellschaft, the latter a huge holding
company which attempted to monopolize the Alpine mining and
metallurgical industry, all had substantial French interests and listed -
their shares on the Paris Bourse.?0 French investors also participated
in coal mines in Bohemia, Styria, and Croatia.2! The Rothschilds,
Désmarais fréres, and other French petroleum firms had both
producing properties and refieries in Austrian Galicia and Ro-
mania as well as in Russia.22 The modern iron and steel industries
of Polish Silesia and southern Russia came into being largely in
response to French initiative.2? In the 1880s the French ironmaster
and railway magnate Paulin Talabot, with the assistance of the

17 Annales industrielles (Paris), 29 Sept. 1878 and 27 Jan. 1889; APC, Mém. et doc.,
sér. 6, 16 (1888}, 508-09; Geonces D. CiomCeaNU, La Rounanie économique et ses rapports
avec {'étranger de 1860 & 1915 (Paris, 1928), p. 357.

18 Annales industrielles, 13 March and 10 July 1882; 27 Jan. 1880; 22 Nov. 1891

15 fhid., 23 Aug. 1891

% Arpnonse Courtols riLs, Manuel des fonds publics et des socidtés par actions, 8th ed.
(Paris, 1883), pp. 1097, 1121, 1123.

2 Lfon Say {Minister of Finance) to Minister of Public Works, 1 May 1879, Ar-
chives Nationales (hereafter AN), F 14, 8599; Moniteur belge, 13 June 1875.

22 Annales industrielles, 13 March 1882; 15 July 1886; 26 April 1889; 9 Sept. 18903
Rarey W. and Mumer E. Hioy, Pioneering in Big Business, 1882-1911 (New York,
1955}, pp. 131-34, 5(9; Giraurr, Emprunts russes, pp. 272-75.

233 See Annales industrielles, 28 July 1878 and 27 Jan. 1889, for Polish Silesia; also-
GrauLt, Emprunts russes, pp. 282-84.
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mining engincer Adolphe Parran, formed a joint stock company
which brought into production the fabulous iron mines of Kri-
voi Rog and connected them by rail with the coal mines of the
Donetz basin — the first “ combinat ™ or cross-haul metallurgical
combine on record, and the prototype of the famous Soviet Ural-
Kuznetsk combinat.2¢ By 1913 French-controlled companies
produced more than 50 percent of Russian coal and over 75
percent of pig iron.2s

Almost all of the major railways of Central and Eastern Europe
were built with the assistance of French capital and with French
technical direction. In the Habsburg Monarchy Solomon Roth-
schild obtained the first concession for a steam railway in 1836,
the Kaiser Ferdinands-Nordbahn, which he financed with the
assistance of his family connections on London, Paris, and Frank-
furt.26 In 1842, however, the state undertook to construct all trunk-
lines, a policy that proved to be both expensive and ineffective.
Between 1854 and 1858 the government sold its existing network
and granted extensive concessions for new construction to private
companies. The principal beneficiaries of this reversal of policy
were two large international financial consortia headed respectively
by the celebrated French Société Générale du Crédic Mobilier
and its arch rival, the Paris House of Rothschild.??

The Crédit Mobilier, the first on the scene, obtained existing
lines and new concessions in Bohemia and Hungary as well as
Austria proper, and created the Austrian State Railway Company

24 FrankLv D. Horzman, * The Soviet Ural-Kuznetsk Combine,” Quarterly Jour-
nal of Economics 71 (1957), 371. See also Lajeunesse, Grands mineurs, pp. 150-51, and
COURTOIS, Manuel, p. 113, For the orlglns of the Société Krivoi Rog see J.-B. SiLLy,

“ Capitaux frangais et métellurgie russe,” Revue &’ histoire de la Sidérurgie, & (March 1965},

25 Orca Crise, Studies in the Russian Economy before 1914 (London, 1976), p. 164.

2 P.F. Kueka, Die Eisenbahnen Osterreich-Ungarns, 1882-1867 (Leipzig, 1888), pp.
37 &.; Geschichte der Eisenbahnen der Osterreichisch-Ungarischen Monarchre 4 vols. (Vienna,
1898-99), 1, 134 fF.

27 For more details, see CAMERON, France and the Economic Development of Ewrope,
chap, VIIL
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(Osterreichische  Staats-Eisenbahn-Gesellschaft; Société  Autri-
chienne des Chemins de fer de 1'Etat).22 By 1870 the network
exceeded 2,000 kilometers, including extensions to Serbia, Ro-
mania, and Silesia. In addition to its railway lines the company
owned coal, iron, and copper mines, blast furnaces, steel mills (it
installed the first Bessemer converter in the Habsburg Monarchy),
a locomotive factory, a machine works, and other industrial
properties. It became for a time the largest producer of coal,
iron, and steel in the Empire. Throughout more than thirty years
the general manager and most of the higher technical personnel
were Frenchmen, mostly graduates of the Ecole Polytechnique.
These were the men who made it, according to the French am-
bassador in 1878, “la plus puissante et la mieux administrée des
compagnies de chemins de fer autrichiennes. Elle doit, en grand
partie, sa solidité et sa situation aux relations qu’elle a avec la France.
Plus de la moitié de son capital de 600 millions est placé en France,
toute I'administration supérieure est francaise: un group d’ingé-
nieurs frangais dirige, depuis vingt ans, ses principaux services
avec une intelligence et une honorabilité reconnue de tous ™.
In 1891 the Hungarian government nationalized the lines in its
jurisdiction, and in 1909 the Austrian government nationalized
the remainder of the railway, but the company continued to
operate its industrial enterprises and to function as a financial
holding company in Austrian heavy industry. -Frenchmen main-
tained continuous representation on the board of directors until
the arrival of Hitler in 1938.

The Rothschilds, who had long dominated the public fi-
nances of the Habsburg Monarchy, and who were, moreover,
engaged in a monumental struggle with the Crédit Mobilier for
the control of railways in France and elsewhere, regarded the
latter’s acquisition of the Staatsbahn with displeasure. In an abrupt

28 “ Eisenbahn-concessions-Urkunde  and ** Vertrags-und-Concessions-Urkunde ”
1 Jan. 1855, Verkehrsarchiv (Vienna), dossier 170{HM 1855.
2 Vogué to Ministre des affaires éerangdres, 5 July 1878, ANF 14. 8616.
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counteroffensive they prevented the Crédit Mobilier from obtai-
ning the charter for a joint stock bank in Vienna, and secured it
for thémselves instead (see below). In 1856 they joined forces
with other financial interests to obtain charters for three important
railways: the Austrian Westbahn (Vienna-Salzburg), the Bava-
rian Ostbahn, and the Lombardo-Venetian, already under con-
struction for the account of the state' in Austria’s Italian
provinces. To the Lombardo-Venetian railway they joined con-
cessions for railways in the Austrian-dominated duchies of cen-
tral Italy. Finally, in 1858 the Rothschilds obtained the greatest
prize of all, the Siidbahn from Vienna to Trieste, which had
recently been completed by the state. Along with this concession
they also acquired those for several lines in the Hungarian pro-
vinces of the Empire that had previously been conceded to a
company under the auspices of the Crédit Mobilier, which was
unable to fulfil] its obligations. The newly amalgamated com-
pany, generally referred to as the Siidbahn, was capitalized at
375 million francs, and could raise twice that amount by the
issue of bonds.3® Its network amounted to more than 3,000
kilometres, of which 1,400 were in operation and 1,100 under
construction. Moreover, it had first option on any other railway
concessions in the Empire south of the Danube. Of the roughly
1,000 million francs engaged in the company at the end of 1858,
Frenchmen bad supplied more than 600 million, according to
James de Rothschild himself. French administrators, engineers,
technicians, and accountants filled all important posts; locomo-
tives from Creusot provided the motive power, and Gouin et
Cie of Paris obtained a contract to build all iron bridges. The
awe-struck French consul in Venice reported to the French Fo-
reign Ministry that * cette puissante société... a régu de la France
la plus grande partie de ses capitaux, presque tous les_ ingénieurs,

» *“ Concenssions-Urkunde,” Finanzarchiv (Vienna}, 5995{F.M. 858; “ Grundungsake
und Swatuten,” Verkehrsarchiv, dossier H.M. 42/Res,
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les agents principaux de son administration et... les &éments de
sa prosperité .31

The Staatsbahn and the Stidbahn dominated the railway scene
in the Habsburg Monarchy until World War I, but a number of
smaller companies also secured concessions. Most of them relied,
at least in part, on the Paris financial market and on French engi-
neering expertise. After the Ausgleich of 1867 the Hungarian
government granted concessions for several thousand kilometres of
railways to roughly a dozen companies, 2ll of them carrying the
guarantee of the state. The depression of 1873, together with
overbuilding and some irregularities in the organization of the
companies, soon brought them to grief. The government, in
order to make good its guarantce, found itself obliged to pur-
chase the railways by exchanging its own bonds for the securi-
ties of the companies. Thus French investors became major cre-
ditors of the Hungarian government.

Russia at the end of the Crimean War had only two 1mpor—-
tant railways in operation: Moscow-5t. Petersburg and, in Russian
Poland, Warsaw to the Austrian frontier. Both had been built
for the account of the state. The war impressed the Tsarist govern-
ment with the strategic if not the economic value of railways; it
recognized the inadequacy of the policy of state ownership and
operation and, in the absence of domestic capital and entrepreneurs
opened the door to foreign enterprise. The response cane in the
form of Great Russian Railway Company (Grande Société des
Chemins de fer Russes), an international company including Rus-
sian, Polish, German, English, and Dutch capital, but spearheaded
by -interests associated with the French Crédit Mobilier. The
total length of the projected network amounted to more than
4,000 kilometres, estimated to cost more than one billion trancs,
naking it by far the largest undertaking of its kind in Europe
at that date.3?

31 Herbet to C. DE LESSEPS, Venice, 30 Dec. 1858, AN. F 14 8628
32 Journal de Saint Pescrsboury, 3 (15) Feb. 1857.
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Charles Collignon, inspector-gencral of the French Corps des
Ponts et Chaussées, assumed technical direction of the railway,
and brought with him numerous French engineers, administrative
personnel, and even skilled workmen to help train a Russian la-
bour force.?* Owing in large measure to the Russian environment
— both the lack of demand and the constant government inter-
ference — the company did not succeed commercially, and in
1894 the state took it over. Meanwhile the state had undertaken
the construction of other railways, both for its own account and
by companies with govenment subsidies and under its control.
French engineers continued to provide technical direction, howe-
ver, and French companies undertook much of the construction.
For example Gustave Eiffel, the builder of the Tour Eiffel, won
an international competition for the design of the famous Troitsky
swinging bridge on the Neva at St. Petersburg, which was buile
by the Paris-based Société des Batignolles, also after an interna-
tional competition.3* The Compagnie de Fives-Lille, Cail et
Cie, Gouin et Cie, and Le Creusot also obtained numerous con-
struction contracts for Russian railways.

The first railway in southeastern Europe, from Ruse (Ruschuk)
on the Danube to Varna on the Black Sea, begun in 1857 and
completed in 1866, was a truly “international enterprise, with
French engineers, British contractors, Belgian equipment, and ca-
pital from all three countries.33 Subsequently both the Siidbahn
and the Austrian State Railway became involved in building
extensions in the area, but the frequent political upheavals as well
as the general poverty of the region delayed construction for
many years. At length, in 1888, a French firm, the Régie gé-

31 C. de Lesseps to Ministre des Travaux Publics, 2 July 185%, AN. F 14. 8635.

34 Annales industrielles, 1 Jan. 1893; a valuable document for the entire pre-war his-
tory of Russtan railways is a special report prepared by the economist Edmond Théry
for the French minister of public works, “ Les chemins de fer russes,” dated 28 Sept.
1913, AN. F 30, 331

35 Statutes, dated 1857, AN. F 14. 8634,
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nérale des chemins de fer, opened the first through line from Con-
stantinople to Western Europe, the route of the famed Orient
Express. By 1914 the same furm had built more than 3,000
kilometres of railways throughout the Balkans and Asia Minor.%
French contractors also built most railways in Greece and Ro-
mania, including the famous bridge over the Danube at Cer-
navoda.?’

The banking systems of Central and Eastern Europe, no less
than the railways, found inspiration, capital, and frequently ma-
nagement in France. Indeed, the fust great privawe joint stock
bank in the region, the Osterreichischen Credit-Anstalt fiir Han-
del und Gewerbe, founded in 1855, grew directly out of the
rivalry of the Crédit Mobilier and the Paris House of Rothschild.
The Credit-Anstalt immediately established branches throughout
the empire, and became one of the great financial institutions of
Europe. French capital also participated in other Austrian banks,
such as the Linderbank, the Wiener Bankverein, and most nota-
bly, the Allgcmeine Osterreichische Boden-Credit-Anstalt (known
in France as the Crédit Foncier Autrichien, not to be confused
with the Credit-Anstalt mentioned above). With respect to the
latter, founded in 1863 by officials of the Crédit Foncier de
France, a financial journalist wrote eulogistically, “ Arrivé en cing
ans a la situation que le Crédit Foncier de France n'a pu conque-
rir qu'en dix ans, le Crédit foncier d’Autriche prend aujourd’hui
rang parmi les establissements de crédit les plus solides de I’Eu-
rope. Il a profité de toutes les expériences de son modele; mais

3¢ Annales industrielles, 21 Feb. 1889; France, Ministtre des Travaux Publics, Le
Développement des travaux publics en France sous la Ifle République; Uoenvre des ingénieurs
Jrancais & 'étranger (Paris, 1915), pp. 202-03.

37 Rumanische Eisenbahnen A.G., statutes, AN. F 14. 8634; Beaumont to Ministre
des Affaires Etrangéres, 11 June 1874, AN. F 14. 8616; APC, Mém. ef doc., sér, 7, V
{1893), 809; Cioriceanu, Romainie éeonomigue, pp. 127-28, 172-73, 256.

3 See Epuarp Mirz, Gsterreichische Industrie- und Bankpolitik in der Zeit Franz
Josephs 1; Am Beispiel der k.. priv. Osterreichischen Credit-Ansialt fiir Handel snd Gewerbe
(Vienna, 1868) for a comprehensive history of the first half century of this important
bank.
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il est juste d’ajouter qu’il lui a emprunté, avec ses traditions, ses
plus eminents administrateurs.  Une bonne part de ses succds est
due evidemment 3 leur influcnce et a leur conscils .3

The Crédit Mobilier also influenced the banking system of

-Romania, although its attempts to create a filial there in 1856 and
1863 were unsuccessful. In 1865 Romania obtamed its first mo-
dern joint stock bank, the Banca Romaniei, whose concession
went to 2 consortium of British and French capitalisl:s, the latter
associated with the Crédit Mobilier.# [ 1881 the Romanians
finally got their Socictate de Credit Mobilar under the patro-
nage of the reorganized Crédit Mobilier frangais and a group of
Germans associated with the Deutsche Bank.4!

tal

In Russia the government distrusted concentrations of capi-
in private hands, and was reluctant to authorize private joint

stock banks. Beginning in the 1880s, however, it reversed its
policy and began to issue charters more liberally. By 1914 fifty
such banks existed, in addition to other types of financial insti-
tutions, with more than 800 offices in total. The great majority

of

these employed at least some foreign capital. In 1913 French-

men and French banks owned 23 percent of the capital of the ten
largest Russian joint stock banks, or more than 50 percent of

all

foreign capital so invested.*2  As for the importance of the

banks, the Russian financial expert E. Epstein claimed that,” while
elsewhere banking was the product of economic evolution, in
Russia economic evolution was the product of banking ”.43  Pro-
fessor Crisp adds, “ Though this assertion is exaggerated, it ne-
vertheless remains true that in many spheres of economic activity
in Russia the banker was the initiator and not simply the servant™. 44

350

39 L'Industrie, 13 March 1869,

40 [bid., 4 Nov, 1865,

31 Courrols, Mannel, pp. 686-87.

42 Crisp, Russian Economy, p. 148; see also GmAULT, Emprumts russes, pp. 492 ff.
43 Cited in Crise, Rossian Economy, p. 153.
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I began this essay by stressing the positive contributions of
France and Frenchmen to the economic development of Central
and Eastern Europe, and have consistently vsed examples that
supported such an interpretation. The sceptical reader may well
ask, “Is that all? Were there no negative aspects? ” Unfortu-
nately, there were. Although my examples emphasized the non-
material, intangible effects of institutional reforms and diffusion
of technology and the positive, material contributions of capital
invested in railways, banks, and industrial enterprises, by far the
largest part of French investments went into government secu~
rities, which I have scarcely mentioned. And how were those
funds utilized by the borrowers? Not, with minor exceptions,
for purposes of material improvement, but mainly to cover the
mefficiency and corruption of government bureaucracies and,
increasingly in the two decades prior to World War I, for
armaments and military build-ups. As the prospect of war
between the eventual Allied and Central Powers became more
likely, French investors with the active encouragement of their
government reduced their investments in Austria-Hungary while
simultaneously increasing those in Serbia and Russia. Need-
less to say, those investments contributed little or nothing to the
enhancement of human life or civilization; quite the contrary.

The “ lessons ™ of this historical episode can be Conc‘isely sum-
marized in the words of three of the historical actors.

Prince Alexandru Cuza, message to parliament, 1862: “ Les
travaux publics executés par des compagnies étrangéres présen-
téront un avantage moral: ils seront pour nous et ndtres une
école pratique; car ils formeront l'esprit de beaucoup de futurs
ingenieurs, architects, conducteurs de travaux publics, etc. Puis
arrivée des compagnies étrangéres sera le signal de la naissance
et du développement de l'industrie privée .45

Frédéric Le Play, 1881: “ Une influence toute nouvelle tend

4 Quoted in CIORICEANY, Roumanie économigue, p. 152 n.
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a dechainer le fleau de la guerre. Clest celle de certains mai-
neurs d'argent qui, appuyés sur Pagiotage des bourses euro-
pcenncs, fondent des fortunes scandalcuscs sur les emprunts con-
tractés pour les frais de guerre...” 46

Fialin Pemgny, French Minister, 1853: “ La vrai grandeur de
la France, ce n'est pas dans les conquétes militaires ni dans la glolre
patriotique qu’elle lui sera assurée, mais dans les conquétes paci-
fiques du travail, de I'intelligence et de la science, dans la con-
sécration de toutes les forces vives du pays i I'extension de la
richesse nationale .47

46 FreperiCc LE Pray, La Constitution éssentiale de Ihumanité (Tours, 1881), p. 247,
47 Quoted by J. DELAROA, Le duc de Persigny et les doctrines de I'Empire (Paris, 1865).
p- 175
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