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The assassination in Sarajevo on June 28, 1914 of the Archduke Franz
Ferdinand, the inheritor of the Austro-Hungarian throne, admittedly represented the
pretext to initiate a war mankind had never known before. The real causes are complex,
profound and multiple, and are related to the events of the last five decades,
namely: the political evolution on the European continent, the diplomatic involvement,
the complex alliance network between the European powers emerged following the
defeat of France and the proclamation of the German Empire (The Second Reich),
nationalism, the previous disputes issued due to various reasons and that remained
unsettled, the lack of raw material sources and markets for the Western and Central
European industry, the fragmented governance, the armaments race. We do not intend
to analyze the above issues which, for that matter, have already received attention
from the Romanian and foreign historiography. Our approach is intended as a basis
for discussing the place and the role of Southeastern Europe in the plans of the two
political and military alliances in anticipation of a confrontation and their ways to
attract the states in this area to one side or another; our approach takes into
consideration only economic and financial aspects, the latter being of particular
importance as they prove to be more practical, persuasive, and with many more
chances of success.

Regardless of the content of the alliances and the understandings between the
states, as well as of the intentions of those who had signed them, the fact that Europe
was divided in two rival groups had become a reality long before the establishment
of the Entente in 1907. The simple Anglo-Russian understanding that was invalidating
one of the certainties of the German foreign policy’ was enough to awaken to reality
the Wilhelmstrasse diplomats, had they not been blinded by their ambitious goals.

To a significant extent, the interests of the Triple Entente parties were not
convergent, and the disputes with the Triple Alliance, with one exception, were not
of such kind as to generate a conflict between the two sides. Thus, apart from
France, which was interested in recovering Alsace and Lorraine, Great Britain
would have been content to reach a compromise with Germany over the naval

! The German diplomacy considered the Anglo-Russian and the Anglo-French rivalry as traditional.
Therefore, in the opinion of the decision makers in Berlin, the Franco-Russian agreement of 1892 was
reinstalling a power balance in Europe, and the positioning of Great Britain on one side or the other
would have only led to the destruction of this balance, of which the British were very fond.
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supremacy, and Russia, which had no real reasons of having disputes with Germany,
would have come to terms with Berlin, provided that Berlin wanted it. The only
truly sensitive point was the French-German relation, whose harmonization could
not have been reached without settling the issue of the two provinces.

Much more precise and rigorous in terms of organization, the Triple Alliance
proved to be less viable than the seemingly formal Triple Entente. The growing
rivalries between Italy and Austria-Hungary regarding certain regions in the South
Eastern European area gave rise to a paradox: in order to keep the increased influence
of the double monarchy south of the Danube under control, the Italian diplomacy
believed that maintaining the Triple Alliance was, in the meantime, the only solution.

A particular role in this context devolved on the Big Finance and implicitly
on the capital, which had acquired unprecedented importance in the early 20™ century.
Without being the prerogative of either of the parties, the capital gradually became
the most important weapon in attracting new members or in maintaining the already
existing ones, employed by the strongest partners. Thus, the economic, financial,
commercial and monetary relations formed an increasingly branched and complex
network between states, societies, individuals, which the politicians had to take into
consideration. Never before had the power and the influence of businessmen been
so great, so unsupervised and uncontrolled. Upon their request and sometimes upon
their pressure, the state, through its instruments and bodies, was requested, even
pressed in some cases, to facilitate capital and merchandise investments. As long as
the objectives of the Big Finance were accomplished, that is to provide security and
the expected efficiency, there were no policy or ideology related preconceptions.
Proof of such are the placements of the British” and French bankers on the German
market in the 19" century and the early 20" century. Their high amounts contributed to
a great extent to Germany’s industrial impetus. On the other hand, the risk of a
conflict and an uncertain political situation were putting into question the security
and implicitly the efficiency of the placement and, in the vast majority of the cases,
resulted in the denial of the request. This explains the denial to credit Greece in
1896, for example, when the Crete insurgence and the disturbances in the territories
with predominantly Greek population in the Ottoman Empire, supported by
Athens, have led to the initiation of the Greco-Turkish war (1897)’, as well as the

% 1In 1820, the London bankers granted to the government of Prussia two loans necessary for
the country’s recovery after the Napoleonic wars. In 1850, the same Finance granted generous credits
to the merchandisers and seafarers in Hamburg, and in 1860 participated with considerable amounts
of money to the construction of the German rail network. For details, see Jacques Bariéty, Les relations
franco-allemandes 1815-1975, Paris, 1977, p. 12; Raymod Poidevin, Les relations économique et
financiere entre France et l'Allemagne de 1898 a 1914, Paris, 1969.

3 The war represented the decisive stroke to Greece’s finances. Defeated, not only that it did
not obtain Crete, but it was bound to pay reparations of approximately 94 million francs and to give away
certain border territories. Unable to meet both its outstanding and recent debts, Greece was forced to
accept in January 1898 the control of the International Financial Commission, composed of the
representatives of six great powers (France, Great Britain, Germany, Italy, Austria-Hungary, Russia).
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reluctance of the French bankers to respond positively to an application to fund a
loan advanced by Russia in 1905, due to the incendiary domestic situation and the
engagement in the conflict with Japan. However, the German group Bleichrdder,
upon the express request of the Emperor Wilhelm II, has granted an advance for
political reasons, as the Kaiser by doing so was hoping to prove to Petersburg the
fragility and even the worthlessness of the Franco-Russian alliance and to smooth
the way for a German-Russian rapprochement.

Common goals and objectives have forced the Big European Finance to
maintain close relations within each group, to diversify the relations with the outside
world and to abandon the nationalist vision, which materialized in the opening of
branches in politically rival countries. Thus, in the partners network of Banque de
I’Union Parisienne there were known banks and banking groups of the Triple
Alliance, but also the Hungarian Land Bank (linked to the same extent to the
Banque de Paris et des Pays-Bas), while Société Générale had good relations with
Lénderbank, and in its board of directors there were two Austrian citizens: the
bankers Adler and Spizer.

The most important world financers and implicitly of Europe were Great Britain,
France and Germany. At the beginning of the 20" century, Great Britain’s placements
abroad amounted to 100 billion francs, France’s placements to 37 billion francs and
Germany’s placements to 20 billion francs. On the eve of World War I, the order
was the same, with Great Britain holding 43% of the total capital invested in
various areas around the globe, France 20% and Germany 13%".

The placements of the foreign finance on the foreign market were generated
both by economic and political reasons. The first were related to the degree of
development, the amount of liquidities, the creditor profit rate, and the others were
related to the immediate and future interests of the state. Germany, for instance,
contributed in financing the countries, which represented safe and advantageous
markets for its goods, the goods of the allied states and the ones considered as being
potential allies, but also of the countries where it could easily impose its influence
and control. Many times, the Berlin government put pressure on the German bankers to
participate in the foreign loans of Austria-Hungary, Romania and Bulgaria, and
supported and urged the Deutsche Bank presence in the construction of the railway
to Bagdad. As regards the French capital, the placements in Europe were also
thought as good for recruiting allies in case of a military conflict and, depending on
the case, seconded or not the government’s foreign actions.

In May of the same year, the Greek state obtained a 120 million loan on the Parisian market, guaranteed
with the concession of certain state revenues (salt, paper, cigarettes, matches, playing cards, Naxos
emerald, the Piraeus custom duties). For details, see Jacques Thobie, Investissements et imperialisme
frangais dans I’Empire Ottoman 1895—1914, Paris, 1977, p. 137-138; E. Driault et M. Lhéritier, Histoire
diplomatique de la Greéce de 1821 a nos jours, vol. 1V, Paris, 1925-1926, p. 327-329.

4 Maurice Baumont, L essor industriel et | ‘imperialisme colonial (1878-1904), 3° édition,
Paris, 1965, p. 380.
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The increased interest rate was among the economic considerations of paramount
importance. Thus, while the interest rate was of 3—4% in Western Europe, the state
loans recorded a 7% rate in the Southeastern part of the continent, and the industry
investments recorded a 8-12% rate added by other advantages. In these circumstances,
the gains obtained by the creditor were substantial. For instance, only in 1914, the
debtors contributed with important amounts to the 3 billion francs profit registered
by the French finance and to the 1400 million marks of the German finance®.

In the eve of World War I, the Southeastern European countries benefited
from 14% of the total amount of foreign investments in Europe, ranking third after
Russia with 36%, and Austria-Hungary with 23%’. While the English finance
constantly decreased its participation in Europe, amounting to approximately one
billion francs, of which the greatest part was directed to the Ottoman Empire (only
400 million francs to the Balkan countries), the French finance constantly increased
its investments reaching over 3 billion francs in 1914 (800 million francs in Serbia,
780 million francs in Romania, 700 million francs in Greece, 512 million francs in
Bulgaria). The Ottoman Empire absorbed 6-7% of the foreign placements of France®.
At that time, 43% of the French capital invested on the continent was intended for
Russia, 30% for the Western countries, 17% for the Balkan countries, and 10% for
Austria-Hungary’. The economic and political offensive of Germany and Austria-
Hungary in the Balkans determined France to proceed to a more active policy in
the area and, after 1912, to permanently abandon the status guo maintenance policy
in the Balkans, thus matching Russia’s expectations, whose preoccupation continued to
be the supremacy over the Straits and the elimination of the Ottoman Empire from
Europe.

As regards Germany, it had already imposed itself since the last years of the
19™ century as the second big creditor of Southeastern Europe, after France. At the
beginning of the 20" century, its economic influence in this area was increased and
emphasized by being closely linked to the industrial development, the increased
attendance to the worldwide trade, the need of markets and raw materials outlets.
The phenomenon must be also regarded in view of the relation between the
economic development and the foreign policy of Germany, among its interests and
objectives in the Balkans and the Near East. For the German finance, Southeastern
Europe was of great importance also given its interest in the economic, political
and military evolution of the young states. In this context, the capital was the main
weapon due to the various placement areas: state loans, the financing of certain

3 Ibidem.

% Raimond Poidevin, op.cit., p. 53; Simeon Damianov, Aspects économiques de la politique
frangaise dans les Balkans au début de XX° siécle, in Etudes balkaniques”, Sofia, no. 4, 1974, p. 9.

V. Axenciuc, Penetratia capitalului strdin in Romdnia pand la primul rdzboi mondial (I) in
»~Revista de istorie”, t. 34, no. 5, 1981, p. 825.

8 René Girault, Les Balkans dans les relations franco-russes en 1912, in “Etudes balkaniques”,
Sofia, no. 4, 1974, p. 79.

% Rondo Cameron, La France des patriotes de 1851 a 1918, Paris, 1985, p. 381.
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bank institutions, of certain domestic industry branches, public utility works,
infrastructure; the amount of liquidities were significantly lower compared to those
of France. While in 1900 the German capital amounted to 1.1 billion marks'’, at the
end of the first decade of the 20" century, it amounted to 2 billion marks (1.1 marks =
1.2 francs), that is 11% (approximately one fifth) of all the German investments in
Europe”, and in the eve of World War I it recorded 3.5 billion marks, of which
1.8 billion marks in the Ottoman Empire and 1.7 billion marks in the other
countries in the area'’. The spectacular increase was determined by Berlin’s
involvement in the financing of certain large projects, such as the construction of
the railway to Bagdad. For an accurate evaluation, we should not omit the indirect
participation through the Austro-Hungarian capital largely generated from the
German market. The political alliance, the decrease in the Russian market
placements generated by the increasingly clear orientations of the partners of the
two military sides turned Austria-Hungary into the main beneficiary of the German
capital investments in Europe (more than 3 billion marks), of which a part was
directed to the Balkans in the form of an Austro-Hungarian financing.
Paradoxically, as long as the financial interests were converging, the
collaboration between the French capital and the German capital worked at all
levels. Thus, of the 12 loans obtained by Romania during 1890-1914, all on the
German market, the French finance participation was always present with one
exception”, and it increased from 22% in 1899, after being of 25% in 1890, to 33%
in 1910. However, it has never honored the loan in whole, but in partnership with
the German finance. Although the German finance took priority throughout this
period, the French finance attempted to break the monopoly and to strengthen its

""Revue Commerciale du Levant. Bulletin mensuel de la Chambre de commerce de
Constantinople, Constantinople, 1902, 1, p. 31-34.

1 According to Deutsche Geschichte, vol. 2, Berlin, 1967, p. 740; M. Latimer, Das
Ausldndische Kapital auf dem Balkan, in ,,Weltwirtschaftliches Archiv”, 1938, 11, p. 469—470.

12 Raimond Poidevin, op. cit., p. 52.

1 In September 1913, after initially accepting to honor a loan in whole, the French bankers
changed their decision, claiming the inability to obtain the entire amount (they were offering 175
million francs of the 300 million francs requested). In fact, they were unhappy that part of the loan
was intended to cover a recent debt to Germany (around 70 million francs were to be reimbursed for
the 150 million loan of February 1913, intended to purchase armament and munition from ,,Krupp”).
Despite the pressures put by the French government on the big banks, which increased up to the level
of requesting the punishment of the ones opposing it, the loan was still made on the German market.
For the first time since 1890, the French banks did not participate and the loan was honored in the
percentage of 45.22% by ,,Disconto Gesellschaft” of Berlin, by the Frankfurt branch (7.09%), by the
National Bank of Romania (30.15%), and the Romanian General Bank (6.34%). Of the 250 million
francs, only 217 million francs went to Romania. The amount had to be reimbursed within 40 years
and the interest was 4.5%. To this regard, see G. M. Dobrovici, Istoricul dezvoltarii economice si
financiare a Romdniei si imprumuturile contractate 1823—1933, Bucharest, 1934, p. 209-212, 214;
Mircea Popa, Contributii privind relatiile romdno-franceze 1900-1914, in ,,Studii”, t. 22, no. 1, 1969,
p. 102-103; Vasile Vesa, Romdania si Franta la inceputul secolului al XX-lea (1900-1910), Cluj-Napoca,
1975, p. 14-15.
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position on the Romanian market, encouraged by the political environment. However,
each time, the conditions, terms, engagements, lack of trust, and even the uncertainty
of the placement prevented its success. In all cases, Romania was the one who
made the first steps. A first attempt took place in 1899, when the circumstances
generated by the financial crisis on the European market'* and the state of Romania’s
finances determined the French banks consortium to deny the unilateral honoring
of the loan. The French banks participating in originating the loan (,,Banque de
Paris et des Pays Bas”, ,,Société Générale”, ,,Comptoir d’Escompte”) were not
willing ,,to absorb material of some significance” and, as such, the postponement of
the request was in order'”. The French finance approach was dictated not only by
the financial crisis, of which it had to take full advantage, but especially by the
Romanian-German political and economic relations. According to the instructions
received by the ministry of France to Bucharest, A. Henry, the acceptance of a
substantial loan was only possible following direct negotiations with the Parisian
banks related to the armament industry and was subjected to firm orders
accompanied by a series of profitable concessions'®, which would have basically
meant the political and economic reorientation of Romania towards France. It is
also true that the German banks group around ,,.Diskonto Gesellschaft” was not
willing to abandon the Romanian market and the less was Germany willing to give
up its position as the main economic partner. What was envisaged was to obtain
liquidities from the French finance and a stock exchange listing.

As a matter of fact, until the eve of the World War I outbreak the French
bankers were circumspect towards Romania and especially towards its foreign
policy. In the opinion of a French official, the Romanians could not prevail due to
the presence of the German capital favored by the country’s obvious inclinations
towards the Triple Alliance. Therefore, not the financial considerations invoked so
many times, when refusing the participation in unanimity or in majority to a loan
and its listing in the Paris stock exchange, but the political considerations. A change of
perspective in the French finance regarding the importance ofSoutheastern Europe
and Romania is seen on the occasion of the loan of February 23"/March 8" 1910,
granted to Romania by the German-French banking syndicate controlled by ,,Disconto
Gesellschaft” and ,,Bleichrdoder” in the amount of 120 million lei in annuities with
a 4% interest, when the participation of the French counterpart increased from
22%, as provided by the terms of the agreement between the German and the

'* The Anglo-Boer war and the Dreyfuss affair caused severe damages to the Western finance
and deepened the feeling of instability. At the same time, the European capital market was more
intensely called upon by the investment requests in China and Asia Minor, where the profits looked
much more attractive. The immediate consequence of all these was the increase in the interest rate on
the London market from 2.8% to approximately 3.7%, an increment also recorded on the other European
capital markets.

'S Desbaterile Adundrii Deputatilor 1899-1900, no. 65, session of 18 March 1900, p. 1159.

' Documents Diplomatiques Francais (1871-1914) (hereinafter D.D.F.), 2° série (1901-1911),
vol. I, Paris, 1930, doc. no. 57, p. 69, and doc. no. 531, p. 637.
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French bankers, to 33%'”. Two years later, in February 1912, the “Creusot” French
armories signed the first agreement of the beginning of the century with Bucharest
on the delivery of armament and war materials in the amount of 2,418,326 francs'®.
As we approach 1914, the attempts of France to force Romania out of the alliance
with Germany and Austria-Hungary and to limit their economic influence became
increasingly clear.

Until 1905 inclusively, the situation was the same in the case of Serbia, but
denouncing the alliance treaty with Austria-Hungary was going to open the
competition to attract Belgrade in political and military alliances. Starting with
1906, France became the main creditor of Serbia, with a French bankers quota
significantly higher compared to the German one (75% compared to 25%)".
Beginning with 1908, at the same time with the annexation of Bosnia and
Herzegovina, Great Britain started to listen more carefully to the claims of the southern
Slavs, perceived as a counterweight to the Austro-Hungarian policy in the area.
Fearing a new rapprochement with Vienna, the powers of the Triple Entente
accommodated Belgrade’s loan requests of 1909 and even agreed on the Balkan
states alliance, born under the guidance and patronage of Russia.

In Bulgaria, the French finance, at the insistence and with the guarantees of
Russia, honored for the most part the three loans from 1902—-1907, to which the
German finance also participated with significant amounts through ,,.Deutsche Bank”.
As a matter of fact, the Wilhelmstrasse diplomacy insisted and put pressure on the
Berlin bankers not to abandon the Bulgarian market and thus to facilitate the attraction
of the country on the Triple Entente’s side. The consolidation of France’s position
in Bulgaria would be interrupted by the events of 1908, which shifted Sofia’s
position towards Berlin and Vienna, first from the financial and economic point of
view, and starting with the spring of 1914, from a political point of view as well,
due to the refusal of the French finance to honor a new loan. After jointly advancing
the amount requested in 1912 by the Bulgarian government despite the opposition
of the Parisian government, determined to make available its finances only to the
states which followed the political viewpoint of France®, at the beginning of 1914
the French finance refused to honor a new loan, a fact which decisively contributed
to Bulgaria’s orientation towards the Triple Alliance.

In the case of the Ottoman Empire, the collaboration between the Ottoman
Bank, in which the capital was mostly French and German and the “Deutsche
Bank” worked until 1911, when France conditioned the granting of a new loan,
among others, by the establishment of the Court of Auditors, the verification of all
operations by the Ottoman Bank controlled by the French, which in fact meant

17 G. Cioriceanu, La dette publique de la Roumanie, Paris, 1927, p. 195.

'8 Vasile Vesa, op. cit., p. 18-19; Raymond Poidevin, op.cit., p. 39.

L. Alecsié-Peikovi¢, Odnosi Srbije za Frantuscom i Englescom 1903—1914, Belgrade, 1965,
p. 203-207.

N p.D.F., 3° serie, t. 2, doc. no. 45, p- 39. See also René Girault, Les Balkans dans les
relations franco-russes en 1912 in “Etudes balkaniques”, no. 4, 1974, p. 65.
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France’s financial control, armament orders from the French factories and the
interdiction to purchase armament from the German market with French funds®'.
The refusal of Paris to give up certain conditions resulted in Constantinople’s
orientation towards Berlin, which not only honored the loan, but did not impose
any conditions and did not require guarantees. In October 1912, Paris refused to
grant a new loan to Constantinople, by motivating that it would be used to extend
the first Balkan war. Instead, it accepted the issue of a consolidation loan of 500
million francs® through the French-Ottoman agreement of April 1914, the result of
the concerted actions of the French government and the finance grouped around
,Banque Impériale Ottomane”.

The increased obstacles, the interference of the spheres of influence, and the

deepening of the disagreements had financial repercussions as well, and the
collaboration between the French and the German capital marked by the first
Moroccan crisis of 1905-1906 would end in 1911 due to the second Moroccan
crisis. The French withdrawal from the German market at the heart of the Agadir
turmoil was final and without explanations. The German market continued to lack
liquidities while the French market had too many. This time, the political interests
prevailed over the economic and financial interests. The rivalry between the French
and the German finances started to display new forms and meanings, and its
manifestations were graded depending on the area and the interests of the two
finances. Where the financial collaboration represented an example, the rivalry
displayed the more obvious forms, with the former partners eliminating each other
on certain markets. In Southeastern Europe, the German finance was essentially
excluded from the big operations of Serbia and Greece, and the French finance
from the operations of Romania and Bulgaria.

One last aspect that characterizes the competition to attract the Balkans is
represented by the conditioning of the loans with armament orders. As the French
finance held the most liquidity, it was the first to condition the granting of loans
with armament orders. The German finance has done the same. The manufacturers
of arms and industrial products were not always supported by the German finance.
With far less availabilities, submitted to more pressure from the state leader and the
government to comply with the political interests and not always synchronizing its
steps with the diplomacy’s actions, the German finance has come to lose ground to
the benefit of the French finance in areas it had under control a little while ago. A
delimitation of the placement areas, observed by mutual agreement, worked for a
while. The exacerbation of the divergent interests between the armament companies of

2 René Pinon, L Europe et la jeune-Turquie. Les aspects nouveaux de la Question d’Orient,
Paris, 1911, p. 139.

22 Jacques Thobie, Les Puissances et Constantinople 1911-1914 in ,Etudes balkaniques”,
no. 4, 1974, p. 44-45.
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France and Germany™, preoccupied to obtain as many orders as possible based on
loans contracted in Paris or Berlin, excluded at the beginning of the second decade
of the 20™ century an arrangement between “Schneider-Creusot” and “Krupp”,
seen for a while as a compromise solution. An example to this regard is represented
by the state loans of Bulgaria and Greece of 1907, finalized with armament orders
exclusively for the French industry, although Berlin had insistently required part of
it to be conferred to the German industry.

In the summer of 1914, the competition to attract the states of Southeastern
Europe seemed completed. Theoretically, the Triple Alliance had on its side,
except Romania, Bulgaria and the Ottoman Empire, and the Entente had Serbia
and Greece. Practically however, the mission of the powers was not over, as
evidenced with the starting of the war. The two sides would initiate another a
much more intense, more tight and unscrupulous competition, with many
tempting offers, favors, promises, commitments, whose final purpose was to
determine the young Balkan states to effectively enter into conflict.

2 The competition between the two groups came to light after 1870 and was fueled by
France’s defeat at Sedan and especially by the assignation of Alsace and Lorraine through the Peace
of Frankfurt. In 1872, the Paris government asked ,,Schneider et Co”, whose main factory was in
Creusot, to manufacture a type of cannon steel that would rival with or, if possible, exceed the one
used by “Krupp”. The law on the free trade of arms and munitions was adopted in 1885, thus
simplifying the mission of the manufacturers, who had only to search for customers.



