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Thesis Abstract

Halil Ege Ozen, “The German Involvement In Ottoman Economic Development:

Banking, Railways And Other Investments, 1888-1914”

Throughout the nineteenth century, the Ottoman Empire was in a process of
integration into the world economy. This thesis endeavored to set the historical context, in
which Germany became a capitalist European power and attempted to expand its area of
economic influence into the Ottoman Empire for almost three decades. In analyzing the
developments in the economic relations between the Ottoman Empire and Germany
between the years of 1888 and 1914, it is argued that railway and other infrastructural
transportation constructions, financed and operated by the Deutsche Bank and companies
under its patronage, opened the way for further German involvement. The main
concentration of this thesis is not to discuss German imperialism; rather, the objective of
this thesis is to analyze the German involvement in Ottoman economic development
between 1888 and 1914 by focusing on different domains of German economic activities,
banking, railways, agriculture, and other investments, within the Ottoman Empire. In this
thesis, primary and secondary sources are used to particularize some of the undertakings
of the Deutsche Bank and its subsidiary company the Anatolian Railway Company in the
Ottoman Empire. The major contribution of this thesis is its primary concentration on the
organization and institutionalization of the German capital in the Ottoman Anatolia and
its articulation of the tools and methods employed for broadening German involvement in

the Ottoman Empire.
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Tez Ozeti
Halil Ege Ozen, “The German Involvement In Ottoman Economic Development:
Banking, Railways And Other Investments, 1888-1914”

Ondokuzuncu yiizyil boyunca Osmanli Imparatorlugu diinya ekonomisi ile
bitiinlesme siireci i¢indeydi. Bu tez, Almanya’nin kapitalist bir Avrupa giicii haline
geldigi ve otuz yila yakin bir siire boyunca kendi ekonomik niifuz alanini Osmanh
imparatoriugu’na dogru genislettigi tarihsel baglami kurmay: amaglamaktadlr. 1888 ve
1914 yillar1 arasinda Osmanh imparatorlugu ve Almanya arasindaki ekonomik iliskilerin
gelisimini analiz ederken, Deutsche Bank ve himayesi altinda yer alan sirketler
tarafindan finanse edilen ve isletilen demiryollari ve diger ulasim altyapisina yonelik
insaatlarin, Alman niifuzunun daha ileri boyuta gegmesinin yolunu agtig
savunulmaktadir. Bu tezin asil yogunlastigi konu Alman emperyalizminin
tartisilmasindan ziyade, 1888 ve 1914 yillari arasinda Osmanli ekonomik gelisimindeki
Alman niifuzunun, bankacilik, demiryollari, tarim ve diger yatirim alanlarint igeren
farkli Alman ekonomik aktivitelerine odaklanmak suretiyle ¢oziimlenmesidir. Calismada
Deutsche Bank ve onun yan kurulusu olan Anadolu Demiryollart Sirketi’nin Osmanli
Imparatorlugu’ndaki tesebbiislerinden bazilari birincil ve ikincil kaynaklar kullanilarak
ayrintiyla anlatiimaktadir. Bu tezin esas katkist, ¢calismanin 6ncelikli olarak Alman
sermayesinin orgilitlenmesi ve kurumsallasmasina yogunlagsmasi ve Alman niifuzunun
Osmanli imparatorlugu’nda yayilmasi igin kullanilan araglarin ve yéntemlerin

belirginlestirilmesidir.
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CHAPTER |
INTRODUCTION

Throughout the nineteenth century, the Ottoman Empire was in a process of
integration into the world economy. Until the end of the century, France and Britain
were main capitalist powers involved in Ottoman economic development in terms of
trade capital while Ottoman-German economic relations were far behind of these
countries.

There is no clear historical evidence that deals directly with the beginning of
bilateral trade relations between German states and the Ottomans. Onsoy shows that
many German textile centers, including those in Leipzig, Dresden, Augsburg,
Regensburg, and Nuremberg, were among the main export destinations of Ottoman
cotton, silk, and wool products since the fifteenth century. But these products were sold
through the mediation of Venetian, Genovese, French, Spanish, English, and Austrian
tradesmen. The first friendship and trade agreement between the Ottoman Empire and
the German states had been signed on March 22, 1761 and extended for fifty years in
1790. Nevertheless, this or other similar attempts did not contribute substantially to
developing trade relations. In October 1840, based on the 1838 Ottoman-Anglo trade
agreement, Prussia signed a new agreement on behalf of the Zollverein states (customs
union) with the Ottoman government.’

It is only with the beginning of the nineteenth century that any improvement in
direct trade relations between the German states and Ottoman Empire can be observed.

In Ottoman foreign trade, where France and England were dominant in every aspect, the

! Rifat Onsoy, Tiirk-Alman Iktisadi Miinasebetleri (1871-1914) (istanbul: Enderun Kitabevi,
1982), pp. 5-6



German states was behind Austro-Hungaria, Russia, Italy, Spain, and Scandinavian
states. The German states could enter to the Ottoman market much later than above-
mentioned countries.

The unification of Germany introduced a new aspect of the combination of
circumstances during the late nineteenth century in the Ottoman economic development.
Wilhelm 11 (1859-1941), as the young Kaiser of the united Reich with an economy
looking for new markets for raw materials and products necessary for its growing
industry, paid his first visit with his wife to Istanbul in 1889 and later in 1898 to bring to
realization his famous ‘World Politics’. Young Kaiser’s second visit is generally treated
as the milestone in Ottoman-German economic relations. However, the most important
development improving economic relations between Germany and Ottoman Empire
came before with the Anatolian Railway project granting exclusive rights to the
Deutsche Bank on October 4, 1888. Sultan Abdulhamid II (1842-1918) granted the
Deutsche Bank the right to buy the existing railroad from the Bosporus to Izmit, and to
build a new line from Izmit to Ankara. This railway line was completed in 1893 and
extended to Konya in 1896. This line was only the first step of the Baghdad Railway
project. Today, most of the railway lines constructed by German capital about a century
ago are still in use in the Turkish Republic. Recently, the Anatolian Railway line and
Germans came into question in Turkey after the grievous railway accident occurred in
Sakarya on July 21, 2004.2

Among German economic activities in the Ottoman Empire, the Baghdad
Railway project has attracted the attention of scholars most frequently. No other railway

construction in the Ottoman Empire has been discussed as much. Many of these scholars

: Hiirriyet, 22 July 2004



analyze the Baghdad Railway in terms of economic and political ‘penetration’ of
German imperialism. For these scholars, the Baghdad Railway was the symbol of
German imperialism and its financer; the Deutsche Bank was the instrument of imperial
Germany.” None of these scholars have focused on the actual construction process of the
Baghdad Railway.

There are two scholarly works to date that have hint at the details of the railway’s
construction. Manfred Pohl, the director of the Deutsche Bank’s historical archives,
points out that it was German financers, not politicians, who determined when, where
and how the railway would be built. Jonathan S. McMurray’s work is the first to explore
the cultural implications of the railway’s construction. In doing so, his work fills a void
in the historiography of both the Baghdad Railway and Ottoman-German relations. One
of his main arguments is that the Ottoman Empire, far from being a puppet in
Germany’s power games, capitalized on its close ties with Germany to strengthen its
sovereignty and national identity.*

The main concentration of this thesis is not to discuss German imperialism.
Rather, this thesis is a modest attempt to analyze the German involvement in Ottoman
economic development between 1888 and 1914 by concentrating on different domains

of German economic activities, banking, railways, agriculture, and other investments,

* Some of these studies are: Lothar Rathmann, Berlin-Bagdat: Alman EmperyalizmininTiirkiye 'ye
Girigi, haz. Ragip Zarakolu. (Istanbul: BelgeYaymlari, 1982); W. O. Henderson, “German Economic
Penetration in the Middle East, 1870-1914,” The Economic History Review 18, no. Y2, (1948), 54-64;
Muhtesem Kaynak, “Osmanli Ekonomisinin Diinya Ekonomisine Eklemlenme Siirecinde Osmanli
Demiryollarina Genel Bir Bakis,” Yapit, no. 5, (Haziran-Temmuz 1984), 66-85; Charles Issawi, The
Economic History of Turkey 1800-1914 (Chicago; London: The University of Chicago Press), 1980; Rifat
Onsoy, Tiirk-Alman fktisadi Miinasebetleri (1871-1914), (Istanbul: Enderun Kitabevi), 1982; Ulrich
Trumpener, “Germany and the End of the Ottoman Empire,” in The Great Powers and the End of the
Ottoman Empire, ed. Marian Kent, (London; Portland, Or.: Frank Cass), 1996.

* Manfred Pohl, Von Stambul nach Bagdad: Die Geschichte einer beriihmten Eisenbahn,
Miinchen (Zirich: Piper Verlag), 1999; Jonthan S. McMurray, Distant Ties: Germany, the Ottoman
Empire, and the Construction of the Baghdad Railway (Westport, Conn.: Praeger), 2001



within the Ottoman Empire. Clearly, the construction of the Baghdad Railway had great
impact on further German involvement in the Ottoman economy. However, in this
thesis, the role of railway constructions will be discussed in terms of the economic
activities of the Deutsche Bank and its subsidiary institutions, the Anatolian Railway
Company, and later the Baghdad Railway Company. I believe that railway and other
infrastructural transportation constructions, financed and operated by the Deutsche Bank
and companies under its patronage, opened the way for further German involvement.
Following the railway constructions, German companies and financial institutions
constructed a network to bring further German capital inflows into the Ottoman Empire.
Certainly, all of these attempts should be treated in the context of the integration
of the Ottoman Empire into the world economy. During the nineteenth century, vast
amounts of capital from the industrialized European countries were invested in the
peripheral areas. The expansion of European economies into other areas, where pre-
capitalist or non-capitalist modes of production was predominant, accelerated
throughout the nineteenth century. Within this seeming unity of common experiences,
however, there existed a fair amount diversity. In terms of peculiar forms of interaction
of these countries with the world economy and in terms of the outcomes of this
interaction, the history of each geographical entity was unique.’ As a result of this
expansion, it is not feasible to write the histories of the remaining areas of the world by

examining only the internal dynamics of these societies on their own.

> Sevket Pamuk analyses the expansion of center-periphery trade and export of capital from the
industrialized European countries by contextualizing the debate in the world economy. In this work, the
world economy is defined as the set of economic relations that were the result of the expansion of capital.
This is a dynamic transformation which brought different economies together in a given time and space.
However, every country had a peculiar experience in this specific period of time. For a more detailed
discussion see: Sevket Pamuk, “The Ottoman Empire in Comparative Perspective,” Review XI, no. 2.
(Spring 1988) 127-150; Sevket Pamuk, The Ottoman Empire and European Capitalism, 1820-1913:
Trade, Investment, and Production (Cambridge; New York: Cambridge University Press, 1987), pp. 1-7



Like other regions of the world, the Ottoman Empire was a part of this unity of
common experiences. The extension of the European capitalist influence in the
nineteenth century within the Ottoman geography was one of the age-old problems of
the Ottoman Empire. The nineteenth century was a period of internal reform that started
before the Tanzimat Decree of 1838, which was proposed by various bureaucrats who
remained as the driving force until the mid-1870s. During the last decade of the
nineteenth century, the Ottoman state, seeking to adapt to and survive in a Western-
capitalist world, launched a series of far ranging reform programs touching almost every
aspect of life.

The Anglo-Ottoman Trade Convention of 1838 was the first important step in
institutionalizing the Empire’s integration into the political-economic logic of European
capitalism.® Gradually, the Ottoman Empire became an area of free trade; by the mid-
nineteenth century, imports consisted in large part of manufactured consumer goods,
while various foodstuffs and raw materials were exported. So, a relation between the
destruction of local industry and the systematic impact of capitalist integration became
more apparent while the traditional order was sacrificed to bureaucratic reformism.
Growing commercial activity, predominantly in port cities such as Salonika, lzmir,

Trabzon and Istanbul, caused destruction of the traditional system of division of labor

® In the long twentieth century and even today people divided between two ideologically opposite
groups interpret 1838 as a milestone in the history of modern Turkey. Socialist and nationalist groups take
this convention as a reference to resist against any attempt of European “imperialism”. On the other hand,
liberals and conservatives, who adopted economic principles of classical liberalism, especially after 1980,
believed that Turkey without integrating to global economic trends could not survive in current political
world system. (This is only an attempt to caricature the contemporary political phenomenon. This
ahistorical misrepresentation cannot be taken as reference to understand contemporary Turkish politics.)



and construction of a new one, in which networks consisted of merchants, petty traders
and moneylenders began to flourish.’

During the 1850s, a new dimension was added to the process of incorporation of
the Empire into the world capitalist economy: inflows of foreign capital through state
borrowing and direct investments. After the 1850s, the chronic budget deficit constituted
an important problem for Ottoman statesmen. Money necessary to fund the reforms was
borrowed from wealthy West European countries and it was used for the purpose of
financing the budget deficits, rather than improving the productive capacity of the
economy. Until its default in 1876, the Ottoman state borrowed heavily and under very
unfavorable terms in European financial market. The mid-1870s represent a milestone in
nineteenth-century Ottoman history. Ottoman moratorium in the 1870s produced a
system of international financial control, which in a number of ways led to an equivalent
loss of sovereignty. The process came to an end with the famous Muharrem Decree of
1881 and the foundation of the Public Debt Administration. After the 1880s, the
economic scene of the Empire started presenting definite signs of transformation.

The German involvement in the Ottoman Empire started during the 1880s. First
German attempts were observed in the domain of construction of the basic utilities of
transportation network. German banks, post-office, press and German engineers were
contributing to the economic change in the Ottoman Empire. The first sea route
connection between the Eastern Mediterranean and Germany was founded in 1884. In
1889, the German Levant Line was founded and after 1900 this line provided access to

Eastern Mediterranean lands. Improvement in and articulation of transportation lines

’ For a detailed analysis of this process see; Caglar Keyder, State and Class in Turkey (London:
Verso), 1987, pp 29-33



have accelerated the growth of trade between Anatolia and Germany, and this afforded
the foundation of new branches of German banks. The process started with the Deutsche
Bank in Istanbul in 1888; following the Deutsche Bank, the Deutsche Orientbank
opened new branches in Bursa, Adana and Aleppo.®

The Deutsche Bank did not open any branch in the Ottoman Empire until 1910.
The branch was opened after long discussions in the managing board of the bank. It is
not clear why the Deutsche Bank did not need to open a branch as of 1888, when it
started its economic activities in the Empire. In the backstage of the process, Karl
Helfferich had played a very critical role, especially by justifying the need of a branch in
the capital of the Ottoman Empire.” The absence of a branch of the Deutsche Bank in the
Ottoman Empire until 1910 is a very critical input in terms of the organization and
movement of German capital in the Ottoman Empire. Although there is not a definite
source about the issue, it can be argued that the Anatolian Railway Company was the
key institution in the obtaining and operating ventures of the Deutsche Bank in different
domains of direct investment.

In the first chapter, different views on German unification in modern
historiography are discussed. The relation of industrial investment and
institutionalization of the finance-capital in Germany through emergent modern
institutions is analyzed. Different perspectives on the inevitability of capital expansion,
especially in terms of foreign investment are discussed. It should be noted that these

perspectives would be instrumental to understand the role of particular institutions in

¥ Donald Quataert, Anadolu’da Osmanli Reformu ve Tarim, 1876-1908 (istanbul: Tiirkiye s
Bankasi Kiiltiir Yayinlart), 2008, pp. 73-74

? Lothar Gall, “The Deutsche Bank from its Founding to the Great War 1870-1914,” The
Deutsche Bank 1870-1995. et al., eds. (London: Weidenfeld and Nicolson), 1995, p. 94



specific historical circumstances, that is to say, the Deutsche Bank and the Ottoman
Empire at the end of the nineteenth and the very beginning of the twentieth centuries.
Therefore, the first chapter sets the stage for the analysis of German capital inflows into
the Ottoman Empire. In this chapter, the main purpose is to develop an understanding of
the position of the Deutsche Bank in Ottoman economic development.

The second chapter starts with a discussion of the integration of the Ottoman
Empire into the world economy. In this part, | will give a brief explanation of the
transformation and re-institutionalization of Ottoman economy under the influence of
the extension of European capital, which is treated as a global trend. In the second part,
particular consequences of this integration process will be analyzed. In this manner, the
institutionalization of foreign capital is examined through the relations among the Public
Debt Institution, the Imperial Ottoman Bank and the Deutsche Bank.

The Imperial Ottoman Bank and the Deutsche Bank were the most influential
European financial institutions operated in the Ottoman Empire. Although there were
important similarities between these two institutions in terms of their functions, the
Imperial Ottoman Bank had a peculiar characteristic. The bank served dual roles, on the
one hand it was serving the Ottoman state by offering loans when it was necessitated;
and on the other hand, the Imperial Ottoman Bank and the Deutsche Bank started to
operate in collaboration, again in the case of the financing the Baghdad Railway
although their governments were showing tacit opposition. Differently from the
Ottoman Bank, the Deutsche Bank did not have any responsibility of servicing the
Ottoman government. However, this does not mean that the Deutsche Bank was purely

an autonomous financial institution acting independently from the German government.



Especially, during the discussions on the concession of the Baghdad Railway the
German government pressured the Deutsche Bank.

The primary concern of the last chapter is to analyze the movement of German
capital in Ottoman Anatolia. I believe that infrastructural construction projects were
critically important in the analysis of the expansion of German capital in the Ottoman
Empire. In the first part of the chapter, I concentrate on railway constructions, generally
in the Ottoman Empire. After a brief outlook on railways, the process of financing and
operating the Anatolian and later Baghdad railways will be discussed. Railway
constructions, comprising a big part of German economic activity in the Empire, were
the best option for the movement of foreign capital because remotest corners of the
Ottoman Anatolia were thus opened for further German direct investment. In the second
part, particular German activities in agriculture, which are regarded as successive
German capital investments, will be examined. In the German case, railway companies
did not involve only railway constructions, but also important projects of agriculture.
Specifically in this part, irrigation projects in Konya and Cukurova plains'® will be
discussed in terms of activities of the Anatolian Railway Company as a subsidiary
institution of the Deutsche Bank. In the last part of the chapter, the establishment
process of Match Monopoly (“Kibrit Monopoli™) is analyzed. Although there is no
information about a successful completion of this venture, it is still possible to study the
position and attitudes of German capital through the correspondences among different

institutions gathered under the patronage of the Deutsche Bank.

'® For a detailed and peculiar study on the Cukurova region see; Meltem Toksdz, “The Cukurova:
From Nomadic Life to Commercial Agriculture, 1800-1908” (Ph.D. diss., Binghamton University SUNY,
2000)



In spite of the abundant literature concerning the place of the German Reich
within the nineteenth century Ottoman economic and financial history, the number of
works paying particular attention to the historical role of the Deutsche Bank within this
context is so few that at this point there is a big gap.'' Therefore, using primary sources
is a great necessity to write about particular economic activities of the Deutsche Bank in
the Ottoman Empire.

The Bundesarchiv Berlin-Lichterfelde'? is the wealthiest archive presenting
imperial Germany’s late nineteenth century drive to ‘Weltmacht’ (World Power) and the
materials in this archive abundantly demonstrate the economic aspects of this drive with
lengthy reports on Ottoman commerce, agriculture, industry, and mining. Among the
rich material load of the archive, | have mainly focused on the section of the Deutsche

Bank in the context of the Second German Reich.

n See; Lothar Gall, “The Deutsche Bank from its Founding to the Great War 1870-1914,” The
Deutsche Bank 1870-1995, et al., eds. (London: Weidenfeld and Nicolson), 1995; Elena Frangakis-Syrett,
“The Role of European Banks in the Ottoman Empire in the Second Half of the Nineteenth and Early
Twentieth Centuries,” in Banking, Trade and Industry: Europe, America and Asia from the Thirteenth to
the Twentieth Century Alice Teichova, Ginette Kurgan-Van Hentenryk, and Dieter Ziegler, (eds.),
(Cambridge: Cambridge University Press), 1997; David A. Moss, “The Deutsche Bank,” in Thomas K.
McCraw. (ed.) Creating Modern Capitalism: How Entrepreneurs, Companies, and Countries Triumphed
in Three Industrial Revolutions (Cambridge, Mass.: Harvard University Press), 1997,

"> Donald Quataert has written an article about the general characteristic of the ‘Zentrales
Staatarchiv’ of the German Democratic Republic, which was tocated in Postdam, a historical district in
today’s Berlin. All of these useful materials are currently located in the Bundesarchiv Berlin-Lichterfelde.
See; Donald Quataert, “The Zentrales Staatsarchiv of the German Democratic Republic as a Source for
Late Ottoman and Middle East History,” International Journal of Middle East Studies 9, no. 4, (November
1978), 559-571



CHAPTER 1l
A THEORETICAL AND HISTORICAL FRAMEWORK

Nineteenth century is stigmatized as the century of industrial revolutions,
wealthy European nations, modernity and modernization, imperialism, scientific
revolutions, and most frequently with the concept of ‘development’. When the
nineteenth century is concerned, there is a general tendency to mystify and exaggerate
the whole history of Western civilization as a universal stage of the world.

Modern historians during the twentieth century have used numerical data to prove
the great transformation and change experienced in the major European nation-states.
They focused on the growth of capitalism, growth of international trade, process of
industrialization, etc. However, most of the time, the qualitative characteristics of this
great transformation was underestimated and reduced. Therefore, there is a general
necessity to understand the transformation experienced during the whole nineteenth
century in a manner of portraying particular domains and relations between them:
Industrialization, finance capital, banking, developments in transformation, expanding
capital and investments, etc.

Still, it was obvious that nineteenth century economy was geographically a much
more internationalized economy than before. In general, industrial and industrializing
sector was enlarged. The international market in primary products grew enormously, and
so, consequently, did both the areas devoted to their production and their integration into
the world market. Eric Hobsbawm states that the world economy was now notably more

pluralist than before. This growing pluralism of the world economy was to some extent



masked by its continued, indeed its increased, dependence on financial, trading and
shipping services of Britain and later other European powers like Germany. "

In this context of the nineteenth century, the increasing role of the unified
Germany is crucial to understand the contemporary discussions in modern European
historiography. In general, Germany in the continental Europe is treated as an alternative
rising and stabilizing power against Britain. Historians examining the role of the
Germany in the nineteenth century European history analyze the relations within the
triangle of capitalist industrialization, institutionalization of finance capital and the state.
The rapid rise of Germany, however, did not only have an effect on Europe, but also on
America, Eastern Asia, Middle East and Asia Minor. So, any attempt to understand the
German Empire’s position in the world history generally, and in the history of local
regions particularly, will illuminate the process between 1870 and 1914, which is named
as “the Age of Empire” by Eric Hobsbawm.

In this chapter the general context of the study will be set by focusing on the
unification of Germany, the relation of growth of industrialization and associated
emergence of finance-capital in the Second German Reich and expansion of German
capital flowing out of its native geography.

IL.1. The German Unification: A Historiographical Discussion

It has become a cliché to say that imperialism is an essentially contested concept
discussed among different scholars belonging to various theoretical traditions.
Particularly, the Marxist theory of imperialism is distinctive in that it does not treat
imperialism or empire simply as a transhistorical form of political domination. For that

reason, my suggestion is that in the Marxist theory, although it harbors many distinctive

'3 Eric Hobsbawm, The Age of Empire 1875-1914 (London: Abacus), 1997, pp. 50-51
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understandings of imperialism, modern imperialism is set in the context of the historical
development of the capitalist mode of production. Rather than formulating modern
imperialism in a universal manner, for this work it is critical to analyze German
imperialism in its given time and space. In an age of internationalization of production,
circulation and investment together with the interpenetration of private capital and
nation-state, an increasingly integrated world economy became an arena for competition
among capitals. Accordingly, emerging nation-states as in relation with different
segments of capital had crucial roles to play in geopolitical conflicts, which had
appeared as a consequence of the same process. Consequently, the unification of
Germany and the emergence of capitalist mode of production in relation with the growth
of industrialization and associated emergence of finance-capital are vital to bring a better
understanding of German imperialism.

Germany was unified as a consequence of three wars, namely the Second War of
Schleswig, the Austro-Prussian War, and the Franco-Prussian War, that created a new
power in the center of Europe. Blackbourn argues that Prussia was able to benefit from a
period of uncertainty in international relations, a diplomatic interregnum between the
breakdown of one system and the advent of another."* The equilibrium of the Concert of
Europe, based on dynastic legitimacy and the status quo, had disappeared in Crimea. A
new system footed on the legitimacy of nation-states, Germany and Italy among them,

had yet to emerge."”

' David Blackbourn, History of Germany 1780-1918 the Long Nineteenth Century, 2nd ed.
(Malden, MA: Blackwell Pub.), 2003, pp. 187-188

' The Concert of Europe was the result of a convention, following the era of Napoleon and the
French Revolution, adopted by the great powers of Europe, which were meeting occasionally in an
international Congress, in order to find a solution by mutual agreement, whenever a problem arose that
threatened the peace between European powers. Although it is generally accepted that the Concert of
Europe lasted between 1814 and 1914, David Blackbourn interprets the Crimean War (1854-56) as the end
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Explanations of German unification generally take 1871 as the end point;
however it was just the beginning. In 1871, Germany existed only on paper, but it lacked
extensive legitimacy as well as sustainable institutions. Although unification was
achieved under the will and force of Prussia from above, there was widespread support
among propertied and educated middle-class Protestants who, together with landowners,
made up a substantial proportion of the effective political nation, for the ‘Empire’. This
was not only accurate in Prussia, but perhaps even more in non-Prussian states like
Hanover.'®

During the decade, Germany had become a reputable European industrial nation;
on the eve of the First World War it was a major world economic power. Generally,
Germany had transformed from being Britain’s favorite market to Britain’s major
industrial competitor.'’

As a late-coming European great power, Germany experienced its industrial
‘revolution’ only after its unity in 1871. Electricity, steel, and petroleum fueled a second
industrial revolution, which associated with branches like chemicals, electricity,
precision instruments and optics enabled Germany, Japan, and the United States to
become great powers that rushed to create empires of their own. The modern industrial
and commercial situation began seriously to affect the state of the German peoples only
after that date.'*Balckbourn affirms the Second Industrial Revolution and its impact on

Germany by making a symbolic comparison with Britain:

of this system because the Crimean War was precisely the type of war that the Concert was designed to
prevent.

' Blackbourn, History of Germany, p. 199

" Ibid., p. 237

'® Thorstein Veblen, Imperial Germany and the Industrial Revolution (USA: The University of
Michigan Press), 1966, p. 150



Blue-chip firms such as Bayer, BASF, Hoechst, Siemens, Bosch and Zeiss
indicate German quality and world leadership in these fields. There is symbolic
significance in the fact that, while Britain had pioneered the gas industry, the
first overhead electrical transmission line became operational in Germany."®

When Germany came into the complex arena of commercial and industrial
Europe, it was under the Prussian State, which had in a short time established its
hegemony in this imperial era of Germany. Prussian statesmen became successful in
creating a unified state and soon, they formed one particular body or ‘Gestalt’ containing
all different levels of the society. In the sense of economic policies, they applied, in
Veblen’s terminology, cameralistic policy® or the famous national economy.

The German industrial economy developed and expanded in the decades before
the World War I. The heart of it remained extractive and coalmining, iron, steel and
engineering grew fast, especially after the ‘Great Depression’.! These branches
benefited from the industrial tariffs also, introduced in 1879, although that is not the
main reason for their dynamism. Additionally, construction remained a primary sector as
urbanization continued even faster and the municipal infrastructure became more
comprehensive, including new features like urban tram systems.22
Rapid and successful industrialization did not mean that the agricultural sector

had diminished. Almost ten million Germans were registered in the census of 1907 as

working in agriculture, forestry or fishing. That was 35 per cent of the economically

' Blackbourn, History of Germany, p. 242

*® Veblen, Imperial Germany, p. 174; Veblen personally prefers to use the concept “cameralism”
rather than “national economy”, which had been used by patriotic German economists of the nineteenth
century. Veblen argues that economists of the time were chiefly concerned with formulations of policy,
rather than with theoretical inquiry as a general protest against the political economy offered by the
Classical (English) School of Theorists. There was a general consensus among German economists that
the theories of classical political economy did not offer any method for the purpose of building a national
power or in this connection a dynastic state. With cameralistic policies Veblen portrays the general
understanding of German economists, which is the economic policy must be conducive to the material
power of the state.

*! Blackbourn, History of Germany, p. 241

* Ibid., p. 242



active population, almost four times the British level. >

Differently from the English
experience, in Germany, the landowners of powerful Prussia, namely Junkers, did not
lose their position or strata; and also they succeeded in creating a tacit compromise with
the recently emerging bourgeoisie. Then the Prussian State played the protectionist role
and it always supported new investments. In this sense I agree with David Blackbourn

who emphasizes the peculiarity of the Germany’s experience of the nineteenth century:

Elsewhere economic, social, and political developments moved in tandem; in
Germany, they did not. Hence Germany’s ‘modernization’ at the social and
political levels was impeded and only partial. Thus it has been maintained that
Germany did not pass through the stages which countries further west passed
through: it simply did not have a bourgeois revolution of the normal kind.
Bourgeois economic objectives, for example, were not achieved by the
bourgeoisie’s own efforts, but provided by the state, ‘from above’. Industrial
and commercial capital therefore never won a struggle against the landed
aristocracy, represented by the Junkers.?*

Generally, all of these circumstances are particular components of the process of
modern state formation, which has followed a different path in Germany compared to
England and France. Germany’s peculiar path to modernity, which is conceptualized as
‘Sonderweg’ in German, the role of social classes and the central state differed comparing
to that of England. One of the basic assumptions of the idea of German ‘Sonderweg’ is
that the German state has played a major role in the industrialization and modernization
process. According to this view, Germany had managed to develop and advance a
dynamic economy while retaining an authoritarian political system and a traditional social

structure. However, one of the fallacies of supporters of this perspective is that they

2 Blackbourn, History of Germany, p. 237

* David Blackbourn and Geoff Eley, The Peculiarities of German History (Oxford, UK: Oxford
University Press), 1984, p. 162
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determine the key role of the German state by taking the liberal characteristic of the
English state as granted.”

Sheri E. Berman argues that Blackbourn and Eley’s revisionist work catalyzed a
younger generation of German historians to reexamine not only the national politics of
the Second Reich but also local politics and social phenomena. So, no longer can the
imperial era be seen as merely a footnote to centuries past or an overture to a
predetermined fascist outcome.?

Modern state formation in Germany went hand in hand with the growth of
industrial production and realization of finance capital. The German state had played a
crucial role after the unification in the process of accumulation of industrial capital

through the institutions of finance capital. So, the state was a critical agent during the

construction of the 1. German Reich.

25 The “Sonderweg” thesis came under attack in the 1980s by historians who argued that
Germany’s development had not been a perverted or illiberal as the regnant historical theories suggested.
The “Sonderweg” thesis principally questions the breakdown of the first German republic and the victory of
National Socialism by focusing on the Second German Reich in the nineteenth century. According to
Jurgen Kocka, this is a one-sided interpretation of German history. (see Jiirgen Kocka, “German History
Before Hitler: The Debate about the German Sonderweg,” Journal of Contemporary History, 23, no. 1,
(Jan., 1988), p. 7) As a result, the German history is reduced to 1933, the year Adolf Hitler appeared.
Peculiarities of German history were directly correlated with the embryonic characteristic of liberal
democracy in Germany and the rise of National Socialism. Another important problem is the presupposition
of a ‘normal’ way from which Germany’s development departed. The path to modernity in England and
France is treated generally as the ‘normal’ way. In this discussion, the normality is defined through the role
and characteristics of bourgeoisie as a new class. However, there is an outcome that aristocratic influence
on the grand bourgeoisie was probably no greater in the late nineteenth- and early twentieth-century
Germany than in may other parts of Europe. Furthermore, comparing middle-class self-government in
German, western European, and eastern European cities of the nineteenth century provides no evidence for
a special weakness of bourgeois norms and practices in Germany. (see Jiirgen Kocka, “Asymmetrical
Historical Comparison: The Case of the German Sonderweg,” History and Theory 38, no. 1, (Feb., 1999),
p. 44) The “Sonderweg” thesis is out of place when comparatively examining processes of regional or
national industrialization in terms of their dependence on pre-industrial structures, or when comparing the
educational systems of various countries in terms of exclusion and inclusion.

*® Sheri E. Berman, “Modernization in Historical Perspective: The Case of Imperial Germany,”
World Politics 53 (April 2001), p. 437
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11.11. Growth of Industrialization and Emergence of Finance Capital

It is crucial to portray the era when Germany like other European countries had a
growing rate of foreign investment and foreign trade. For this specific period, there exists
a consensus among researchers that the amount of capital that moved over national
borders was substantial.”” There is also a general consensus on the interpretation of world
economy: “The absence of foreign exchange restrictions and serious fluctuations in
exchange rates for the major nations of the world opened the way for the vast
enlargement of international trade and investments, resulting in the integration of the
world economy.”?® This kind of international integration was only possible under the
conditions of the Gold Standard Era, which can be defined as roughly the years from
1880 to 1914. It is argued that the gold standard aided the movement of capital, sharply
reducing exchange rate risks for investors in those countries whose currencies were
backed by gold.”

At this point, there is a vital question to ask: “What is the place of German
economy in this new era of world history?” There are several attempts at satisfactory

levels responding to this question. There is a general attempt to provide a periodic

27 In this study only a limited sample of this literature is used: Karl Brinkmann, “The Place of
Germany in the Economic History of the Nineteenth Century,” The Economic History Review 4, no. 2
(April 1933), 129-146; Rondo Cameron, ed. Financing Industrialization: Volume I, Aldershot, England;
Brookfield, Vt., USA: E. Elgar, 1992; Youssef Cassis, ed. Finance and Financiers in European History,
1880-1960 (Cambridge: Cambridge University Press), 1992; Jeremy Edwards, and Klaus Fischer, Banks,
Finance and Investment in Germany (Cambridge, England; New York, USA: Cambridge University
Press), 1996; Charles P. Kindleberger, The Formation of Financial Centers: A Study in Comparative
Economic History (Princeton: Princeton University Press), 1974; Charles P. Kindleberger, A Financial
History of Western Eureope (London: George Allen & Unwin), 1985; Mira Wilkins, “Conduits for Long-
Term Foreign Investment in the Gold Standard Era,” in International Financial History in the Twentieth
Century, Marc Flandreau, Carl-Ludwig Holtfrerich and Harold James (eds.) (Cambridge: Cambridge
University Press), 2003.

*# Mira Wilkins, “Conduits for Long-Term Foreign Investment in the Gold Standard Era,” in
International Financial History in the Twentieth Century, Marc Flandreau, Carl-Ludwig Holtfrerich and
Harold chr)nes (eds.) (Cambridge: Cambridge University Press, 2003), p. 52

~ 1bid., p. 53
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explanation consisting of three important stages through which Germany had passed. In
the first stage, the famous Zollverein (the Tariff Union), which was a kind of economic
reorganization of Germany’s own territories, is noticeable. In the second stage, literally
the classical period of free trade and bourgeois economics, a new industrial body with a
structure of a new system of railways and banking, was growing, during the middle
decades of the nineteenth century. The last stage is the era of the Bismarckian Empire,
characterized, both politically and economically, by its expansive characteristics that
were to provoke the jealousy of its neighbors; the combining of rural and industrial
nobilities into a ruling class adopted economic protection, demanding its own share of
world export trade, colonies and emigration.30

The process of concentration in banking went a little further in Germany than in
Britain and France before World War | because of the German propensity for bigness. Six
banks had capital over 100 million marks by 1910: the Deutsche Bank with 200 million,
the Dresdener with 180 million, the Diskontogesellschaft with 170 million, the Bank fiir
Hande! und Industrie (Darmstaedter) with 154 million, the Schaffhausen’schen Bank with
145 million and the Berliner Handelsgesellschaft with 110 million. The first four were the
famous Berlin ‘D’ banks and three of them (including the Deutsche Bank) still active
today.’'

It is true that the emergence of finance capital in Germany cannot be treated

separately from European economic history. Yet, German experience differed from that

3% Karl Brinkmann, “The Place of Germany in the Economic History of the Nineteenth Century,”
The Economic History Review 4, no. 2 (April 1933), pp. 129-130

*' Charles P. Kindleberger, 4 Financial History of Western Eureope (London: George Allen &
Unwin), 1985, p. 128
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of the rest of the continent, while banking played a crucial role in the economic
development of England and North America. Commercial banks in Britain

Table 1. Assets of German Financial Institutions, 1880-1913 (in billions of marks)

1880 1900 1913
Bank of issue 1.57 2.57 4.03
Great banks 0.90 3.30 8.40
Other credit banks 0.45 3.66 13.64
Private banks 2.50 3.50 4.00
Savings banks 2.78 9.45 23.56
Co-operative banks 0.59 1.68 6.17
Mortgage banks 1.85 7.90 14.00
Other 1.45 2.85 1.00
Total 12.10 35.00 74.80

Source: Ziegler, “The Influence of Banking on the Rise and Expansion of Industrial
Capitalism in Germany,” p. 143

attempted to maximize their own liquidity, and so they tended to avoid long-term
commitments. A few German banks, by contrast, evolved into “universal” banks. They
aimed to combine the functions of commercial and investment banking, and they
additionally served as investment trusts. All of these different functions had allowed a
better opportunity for universal banks in the German business system than the traditional
banks either in Britain or in the United States.>

The widespread use of credit is one of the defining characters of a capitalist
economy and chief instruments of its creation have been banks. In this sense, the
Deutsche Bank was closely involved in the development of credit instruments and,
beyond that, in the shaping of its recently united country’s business system.*® Therefore,

it is critical to focus on the role of the banks, as the basic institutions of the growing

** Thomas K. McCraw, (ed.) Creating Modern Capitalism: How Entreprencurs, Companies, and
Countries Triumphed in Three Industrial Revolutions (Cambridge, Mass.: Harvard University Press),
1997, p. 227

* Ibid.
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finance capital, particularly in the growth of national economies and generally in
integration into world economy.

Rudolf Hilferding’s theory of finance capital is specifically important in this
study. Various theories, brought by Hobson, Schumpeter, classical Marxists like
Hilferding, Rosa Luxemburg and Lenin, were largely based on the experience of a
particular period of industrial-capitalist development. Particularly, Hilferding had in
view primarily the specific phenomenon of the industrialization in Germany.
Hilferding’s interpretation of imperialism as signifying the domination of finance capital
applies specifically to a transitional phase in the development of the modern capitalist
system in Germany, during which the banks played a special component as promoters of
industrial development, but not to a fully matured capitalist economy as such.**The
German experience of industrial growth cannot be generalized for the European
continent as a whole because of the use of essentially different institutional instruments
of industrialization in different countries.*

As bank deposits grew and opportunities for investment in commerce declined,
the banks were effectively forced into investing directly in production.® In addition to
this process, the banks were also central actors in the growth of monopoly. Deutsche
Bank itself was also a by-product of this process. According to Brewer, the general
concern of Hilferding’s great work is the growth of finance capital in Germany and the

role German banks played in this procedure. In Germany, banks also performed a wider

* Wolfgang Mommsen, Theories of Imperialism (Chicago: University of Chicago Press), 1982,
p- 39

** Alexander Gerschenkron, Economic Backwardness in Historical Perspective (Cambridge,
Massachusetts: The Belknap Press of Harvard University Press), 1962, p. 16

* Anthony Brewer, Marxist Theories of Imperialism: A Critical Survey (Florence, KY, USA:
Routledge), 1990, p. 93
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range of functions, so they effectively controlled all the sources of money capital and thus
as a group, their power increased enormously.’’

In this context of conceptualizing German capitalist development as peculiar, the
mutual relation between the growth of industry and newly emerging banks is also crucial.
Richard Tilly argues that discussing the role of banks and bankers in nineteenth-century
Germany is to hallow one of that country’s historiographical traditions. Entrepreneurs,
bankers, financial journalists, academic economists and even politicians had written about
the role of the major banks in the German economy and generally their point was that the
banks ‘naturally’ operated in the general public interest and that the state had to regulate
the intense competition among them.*® There is a general tendency to follow Rudolf
Hilderfing’s study, “Finance Capital”, focusing on the considerable degree of monopoly
power he believed the banks had over industry and integrating that phenomenon into a
revision of Marxist theory (as part of the concept, ‘Organized Capitalism’) in German
historiography.*® Tilly makes a useful overview of the written works on the role of great
banks within the economic development of Germany and he argues that

... the results tend to confirm historiographical judgments about the role of
German banks as efficient organizers of the financing of industrial growth and
also concerning the inefficiencies of the British capital in the same period.*

Differently from the traditional discourse of German historiography, Tilly
suggests that banks exist because they reap economies of scale in the production and
distribution of information on returns and risks to financial investments in the economy;

and they contribute to economic development by providing investors with diversified

*7 Brewer, Marxist Theories of Imperialism, p. 92

% Richard Tilly, “An Overview on the role of the large German banks up to 1914, Finance and
Financiers in European History, 1880-1960, ed. Youssef Cassis (Cambridge: Cambridge University
Press), 1992, p. 93

* Ibid.

* Ibid., p. 100
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opportunities and thus, directly or indirectly, enabling conducts of investors in innovative
lines of activity. German banking development in the 1850-1914 periods reflects
institutional innovation in response to ‘relative backwardness’ and the large capital
demands associated therewith.*' Therefore, German banks assisted German investors by
taking great risks and they yielded necessary information, which firms were in need to
realize new opportunities of investment.

There was a reciprocal relation between German banks and firms, which
determined two distinctive features of the German system of finance for investment. The
first is that a large part of the funds for investment are provided in the form of bank loans,
while the second is that banks monitor the performance of firms closely, and restructure
firms and their management where and when necessary. Accordingly, it can be argued
that German banks are more willing to provide finance for long-term investment than in
the case of most other countries, which is a consequence of the close involvement of
German banks with firms.*?

There is another attempt to understand the significance of the growing financial
supremacy of banks in Germany. Alexander Gerschenkron developed a model of a
successful path to industrialization of “moderately backward countries.” In this model, he
argues that in opposition to common belief, the “latecomer” economies do not follow the
path to industrial development of the more “developed” country. These countries lacked
certain requirements of the “pioneer”, so it was out of basic necessity to replace these
requirements that forced the “latecomer” to change its mode of development.

Furthermore, the method of the “developed” country could not be applied equally in

' Tilly, “An Overview,” p. 110
*2 Jeremy Edwards, and Klaus Fischer, Banks, Finance and Investment in Germany (Cambridge,
England; New York, USA: Cambridge University Press), 1996, p. 1
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different economies having diverse degrees of “backwardness” and these different
experiences caused different institutional necessities for the lacking prerequisites. In the
tripartite typology of “backwardness”, Germany is classified as the “moderately
backward country” like many other continental European countries, which meant that
banks financing industry was critical for industrial development.*

The German banks, which may be taken as a paragon of the type of the universal
bank, successfully combined the basic role of the credit mobilier with the short-term
activities of commercial banks.** Accordingly, there is a clear distinction of the relation
between industrialization and financing in Germany and in England. Gerschenkron claims
that industrialization of England had proceeded without any substantial utilization of
banking for long-term investment purposes. He made a clear distinction between the ways
and amounts of capital accumulation in countries of different degrees of “development”.
In successfully “developed” economies, the industrialization process was positively
affected by earnings in trade and modernized agriculture. This special condition required
no specific institutional devices to supply long-term capital to industry. On the other
hand, in a relatively “backward” economy, resources and capital necessary for industrial
growth were scarce and diffused. Additionally, there was greater pressure for catching up
with the “developed” economies and this pressure prompted a larger amount of capital
concentration in industrial investment.*’

It is the pressure of these circumstances, which essentially gave rise to divergent

developments in banking over large sections of continental Europe as against England.

* Dieter Ziegler, “The Influence of Banking on the Rise and Expansion of Industrial Capitalism
in Germany,” in Banking, Trade and Industry: Europe, America and Asia from the Thirteenth to the
Twentieth Century, ed. Alice Teichova, Ginette Kurgan-Van Hentenryk and Dieter Ziegler (Cambridge:
Cambridge University Press), 1997, p. 131

* Gerschenkron, Economic Backwardness, p. 13

* Ibid., p. 14
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However, at the turn of the century, changes became apparent in the relationship between
German banks and German industry. During this process the emancipation of industry
from the decades of tutelage was experienced. The conditions of capital scarcity to which
the German banks owed their historical position were no longer present. Germany had
become a developed industrial country. Though it does not mean that the specific features
engendered by a process of industrialization in conditions of backwardness were not to
remain. The close relation between banks and industry continued, but not in an
asymmetrical manner; the earlier master-slave relation gave way to cooperation among
equals and sometimes was even reversed.*®

In 1974, Hugh Neuberger and Houston H. Stokes conducted an empirical study on
German banks and German growth between 1883 and 1913 to support Gerschenkron’s
model of economic backwardness and they tried to prove that the “cost” of bank-led
industrialization was far greater than anyone had previously suggested.*’ They use the
term “Kreditbank” to define banks founded in Germany after 1853; Kreditbank performs
the functions of a commercial bank, a developmental bank and an investment trust.
Another important concept used to define these banks is “Universal Bank”.*® The
Deutsche Bank is recognized in the group of Kreditbanken or universal banks. Neuberger
and Stokes argue that the dominancy of the Kreditbanken within German banking and the
economy as a whole has never been disputed.*’ The writers also pay attention to two
important measures about the intimate relations of the Kreditbanken with the major

German industrial firms: The first one is the issue of risk. They believe that the policy of

e Gerschenkron, Economic Backwardness, p. 21

# Hugh Neuburger and Houston H. Stokes. “German Banks and German Growth, 1883-1913: An
Empirical View.” The Journal of Economic History. Vol. 34, No. 3. (Sep., 1974), p. 711

*® Ziegler. “The Influence of Banking,” p. 137

*° Neuburger and Stokes. “German Banks and German Growth,” p. 712
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granting large credits for fixed capital security of uncertain value was unusually risky so
that measures to reduce that risk must have been a matter of special concern. The second
measure was the requirement that bank officials be appointed to the supervisory boards of
the firms to which credit was granted.*® I think that this kind of policy was necessary to
decrease the possibility of risk. These two measures were clearly visible in Deutsche
Bank’s foreign and national investments. In 1883 domestic bills of exchange made up 42
percent of total credit extended by all Kreditbanken, while accounts stood at 50.8 percent,
by 1913 these shares were 20 per cent and 72.8 percent respectively. This shift indicates
the extent to which Kreditbanken transferred their attention from commerce to industry
over the period as a whole.”' As a result of their empirical study, they argue that the banks
were able to improve relations between various industrial firms and this function resulted
in a net gain to the industry.>

Caroline Fohlin claims that the Gerschenkronian paradigm brought about an
austere assumption that universal banks had indeed provided necessary and sufficient
substitutes for otherwise missing prerequisites of industrialization —substantial capital
accumulation combined with a willingness to risk investment in industry, particularly in
Germany.>® Unlike Gerschenkron and his successors, Fohlin has two important
conclusions. First, universal banks in Germany had only a modest impact on capital
mobilization, industrial investment, and economic growth. Second, the generalization

about the crucial role of the universal banks in late industrialized countries is missing the

%% Neuburger and Stokes. “German Banks and German Growth,” pp- 712-713

°'Ibid., p. 714

2 Ibid., p. 716

>3 Caroline Fohlin, “Capital Mobilization and Utilization in Latecomer Economies: Germany and
Italy Compared,” European Review of Economic History 2, no. 3, (Aug. 1999), p. 140
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odd characteristics of different paths to industrialization of them.>* Therefore, it can be
argued that a general agreement about the effective role of German banks in nineteenth
century German economic and financial systems is still absent. In the particularity of this
study, however, the position of the Deutsche Bank in the financial and economic system
of the German Reich and also in the world economic system will be discussed.

Erich Achterberg brings a quite different perspective. He argues that the
foundation of two German joint-stock banks in 1870 in quick succession — Commerz- and
Diskonto-Bank, Hamburg, in February and Deutsche Bank, Berlin, in March- was a
milestone in German banking and financial history.”” These banks were thought to have
an accelerator effect on industrialization by developing new types of banking business, in
which old and new banks could work in harmony. He continues:

Their founding fathers — whose declared aim was to provide banking,
particularly on the foreign side, with a wider framework — could, of course,
hardly have suspected the far-reaching changes within the entire German
banking structure this was to bring about.>

Accordingly, Deutsche Bank’s aim from the starting point was to get on the same
level in world trade compared with the favored position occupied by the British banks.
But this could not be achieved right away. First of all, Achterberg focuses on the
reciprocal relation between German banks and German industry. German banks and
industry is a subject which has often been mistreated and often misunderstood. German
banks were or became counselors of German industry rather than its commanders; and he
supports his assumption by demonstrating that German banks’ industrial investments

represented at most 3-7 per cent of their balance sheet total. There is a tendency to

5 Fohlin, “Capital Mobilization,” p. 142
53 Erich Achterberg. “Georg von Siemens- Banker,” Deutsche Bank AG. Studies on Economic
and Monetary Problems and on Banking History (Mainz: Hase & Koehler Verlag), 1988, p. 311
56 110
Ibid., p. 311
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consider closer links between industry and the banks in Germany solely from the banks’
point of view.”’

Timothy W. Guinnane also brought a corroborative perspective about the growth
of Germany’s banking system providing helpful services for the development of
industrialization. During the nineteenth century, Germany witnessed important changes in
the way banks provided services such as liquidity and payment, risk management,
monitoring and information processing.”® In the mid-nineteenth century, it became clear
that in banking as in other sectors, there was a need for large firms that could raise capital
by issuing equity shares to individuals who in turn would bear only limited liability for
the firm’s obligations. Therefore, it is crucial to make a clear distinction between private
banks and credit banks although private bankers established most of the credit banks.”
The distinction between a private bank and a credit bank is that the latter had a corporate
form and could raise much more capital. In the nineteenth century, credit and private
banks worked together, forming consortia for specific undertakings and later organizing
themselves into fairly stable groups led by a credit bank.*® The distinguishing
characteristic of the private banks was their role in investment banking. Even the largest
private banks were, by the end of their heyday, in some cases larger than the newly
emerging joint-stock banks that eventually replaced them in later years.61 As aresult, the
banks had already started to play significant roles within German economy at the
beginning of the century. For the specificity of this study, only the investment part of this

occasion is taken into consideration.

37 Achterberg. “Georg von Siemens- Banker,” p. 317

*% Timotyh W. Guinnane, “Delegated Monitors, Large and Small: Germany’s Banking System,
1800-1914,” Journal of Economic Literature 40, no. 1, (Mar., 2002), p. 75

? 1bid., p. 79
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Another important issue is the relations between newly founded financial
institutions and the state. The development of banking was closely linked with
government interference.®” The most important financial intervention, brought by the
state, was related with the currency chaos of the German states. For that reason, it was of
particular importance to unify the coinage system, which was not sufficient by itself to
institutionalize Germany’s new economy. There were other structural problems for the
consolidation of the new economy integrated after the unification. One of these major
handicaps was the resource and capital scarcity for industrial growth. In the mid-1840s,
when railway construction in Prussia experienced its first upswing, the demand for more
flexibility of the monetary system and the scarcity of credit for industry and commerce
became more pressing. When in 1844 the capital market collapsed and not only state-
supported railway companies got into trouble, but even the states could not get credit. The
Prussian government finally realized that it had either to reform its two state banks or to
consent to the establishment of joint-stock banks of issue.”’ I believe that only after that
experience, universal and credit banks were established in Germany and they were not
only involved in industrial finance as it can be seen in the case of the Deutsche Bank,
which has been founded only one year before the unification. The chief goal of financial
institutions was to ease these difficulties by stimulating savings, matching savers and
investors, and perhaps offering business or investment advice to entrepreneurs. Thus, on
parts of the European continent, particularly in Germany, industrial financial institutions

often took the shape of large-scale joint stock and universal banks.®*

62 Ziegler. “The Influence of Banking”, p. 138
6 Fohlin, “Capital Mobilization,” p. 139
° Ibid.
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Relations between financial institutions and the central authority were also critical
for capital flow. First generation of thinkers who had written on imperialism, were
experiencing the growing power of modern nation-states. So, there was a general
tendency to take modern states as chief actors of world history. Although this one-sided
perspective has always the risk of veiling other alternative assumptions, which have
chance to illuminate other occasions with different agents, the role of modern nation-
states should not be underestimated, especially when the broad picture is in view.

IL.HI. Expansion of German Capital and the Particular Role of the Deutsche Bank

In the nineteenth century, the world had become a scene of overlap between two
previously distinct forms of competition: economic competition between capitals and
geopolitical competition between states. The merging of these two different processes
had presented modern European states with remarkable opportunities to compete over
different resources.

Tracking this economic competition between capitals representing their nations
requires portraying the movement of finance capital to other economic territories. In the
context of imperial Germany, this also means analyzing the relations between universal
banks and the imperial German state.

The flow of capital from the national geography to foreign lands was highly
risky. To minimize the risk, capital-holders needed the power of their own state. Direct
rule over trans-territorial areas was less important as long as state had the power to
maintain some kind of order. Furthermore, export capital required state power, as the
risks involved in building railways, acquiring land, constructing harbors, opening and

operating mines in a foreign country, were much greater than in the mere exchange of
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goods.®® According to Hilferding, capitalism itself gradually provides the subjected
people with the ways and means for their own liberation. They adopt as their own the
ideal that was once the highest goal of the European nations; namely, the formation of a
unified national state as an instrument of economic and cultural freedom. This
nationalist independence threatens European capital specifically in its most valuable and
promising areas of exploitation, and to an increasing extent it can only maintain its
domination by continually expanding its means of coercion. He clarifies:

This is why all capitalists with interests in foreign countries call for a strong
state whose authority will protect their interests even in the most remote corners
of the globe, and for showing the national flag everywhere so that the flag of
trade can also be planted everywhere. Export Capital feels most comfortable,
however, when its own state is in complete control of the new territory, for
capital exports from other countries are then excluded, it enjoys a privileged
position, and its profits are more or less guaranteed by the state. Thus the export
of capital also encourages an imperialist policy.*

In continental Europe, industrial capital necessitated protection and state
assistance from its beginning. There was also another important process supporting this
tendency, which was to create a modern nation-state out of pre-capitalist political
structures. Thus, there were considerable elements of statist ideology for the
development of finance capital, particularly in Germany.®’

When German unification took place in 1871, Great Britain, France and Russia
had already expanded their overseas colonies into empires and Germany as a “latecomer”
started to wait for the opportunity to get its share. While those empires continued to grow,

Berlin was forced to develop an international policy toward North Africa and West Asia
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and that would differ from those of the other European powers.®® There are three features
of Berlin’s Middle Eastern policy: First, there was not much left in that region to be
claimed. The territories of the Middle East had already been shared among European
powers. Accordingly, the first principle of Berlin’s Middle Eastern Policy was keeping
the status quo in the region, which was thought as the most suitable policy to serve
national interests. Trade, commerce, and a peaceful penetration especially in open-door
areas were cornerstones of this policy.®” As a result, Germany did not establish any
colonies in the region. Secondly, there was a legacy of classification of different policies
coming from Bismarck’s period; which was the subordination of the Middle Eastern
policy to a primary policy toward Europe and America.” Bismarck was the greater realist
whose conversion to colonialism lasted only a short time: “for us Germans, colonies
would be exactly like the silks and sables of the Polish nobleman who had no shirt to
wear under them.””" Thirdly, Berlin attempted to play the role of a key mediator in
European conflicts over the Orient.”

These colonial policies were maintained from the Bismarckian to the Wilhelmian
period. The foundations of Wilhelmian ‘world politics’ were laid in Bismarckean era
although there were important differences with regard to German imperialism. Generally,
it is argued that the German drive for colonial acquisition between 1883-85 was the result
of an increasingly clear “ideological consensus” during the 1870s and 1880s about how

Germany should have reacted to the depression following the economic crash of 1873. To
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the leaders of German industry and finance, the depression presented a necessity of
government assistance. The type of this assistance that was sought determined the method
of national policy for years to come: tariff protection, government sponsorship of an
export offensive both overseas and in Europe, and protection against social forces, which
might further weaken the place of industry in economy.”” This aspect of political
economy remained as an important determinant of imperial policies of both eras.

In German politics, colonialism did remain a force and a matter of acquiring
support. Bismarck expected that colonial territories could be profitably run without
significant government expense, however trading companies had neither the means nor
the intention to do so without the support of the government. Still, Bismarck was
unwilling to expand the government’s role in colonialist policies and the dissatisfaction
with his inactive position about colonialism grew gradually among colonialist circles.”
On the other hand, Wilhelm’s well known ‘world politics” became a successful strategy
that served for the realization of a popular nationalism, which was expected to provide a
bond between the bourgeois and conservative classes.”

Colonialism under Bismarck has been labeled as ‘social imperialism’ as opposed
to Wilhelmine ‘World Politics’. After the unification in 1871, Germany’s overseas
expansion, and the function it performed served the interests of a ‘social imperialism’. It
can be described as a defensive strategy, which aimed at a conservative Utopia and
attempted rigidly to defend traditional structures against continual change. Social

imperialism could be applied on several fronts, such as real gains from overseas that
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could be exploited for domestic purposes or the rewards of activity that could
successfully present ideological satisfaction in the sense of national prestige. All of the
activities classified under ‘social imperialism’ were foreseen as an ideology of
integration, which would provide an illusion of a classless German society.”

Social and economic imperialism, which can be treated as an instrument for
stabilizing and legitimizing political domination, cannot be thought separately from the
birth of modern state interventionism. In a system of state-regulated capitalism, political
authority is increasingly legitimized by the political leadership’s efforts to ensure
constant economic growth, and to maintain social and political stability.”’

However, the question or the problem of ‘imperialism’ could only be settled by
taking particular historical facts into consideration. On the other hand, the broad theories
of economic imperialism do not fit particular historical facts. Moreover, the surplus
investment funds, the industrial monopolies, and the finance capitalists identified by
economic theories as the principal engineers of imperialism could not have produced the
colonial acquisitions attributed to them.”® Therefore, it is crucial to avoid general
assumptions, which are usually taken as granted.

The particular concern of this study is to highlight the involvement and movement
of German capital in the Ottoman Empire. To this end, any consequence of the study will
not have a purpose to corroborate grand theories of imperialism. It is only a modest
attempt to understand the involvement of German Reich under the reign of Wilhelm Il in

the Ottoman Empire by questioning economic activities of the Deutsche Bank in different
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domains of direct investment. Thus, it is critical to set the context, in which the Deutsche
Bank had consolidated its powerful position within Germany and had become the key
‘instrument’ of German capitalist expansion within the Ottoman Empire. Although any
attempt of the German state to expand its influence in Anatolia and Middle East had been
to the benefit of the Deutsche Bank, it is still complicated to suggest that the Deutsche
Bank was a pure imperial apparatus operating to consolidate the imperial attitudes of
Germany.

The intense nationalism evident in Bismarck’s drive for German unification was a
critical factor in the emergence of the Deutsche Bank. On the eve of unification, German
businesses and individuals could count on domestic banks for a wide variety of financial
services, from short-term credits to transfers of funds. However, firms that wished to
obtain financing for foreign trade generally had to turn to London bankers for assistance.
German banks in this period lacked the requisite complexity and organizational access to
handle such international transactions.”

The aim of the foundation of a ‘Deutsche Bank’ (clearly the name had already
been decided on) was clearly declared in the initially confidential memorandum of July
1869, concerning the aims and objectives of the bank to be established:

The German flag now bears the German name to every corner of the world, and
this world be a further step towards doing honor to the name of Germany in
more distant lands and carving out at last for Germany a position in the sphere
of financial intermediation commensurate with that already occupied by our
country in the fields of civilization, science and art. But the support of the
enterprise need not be exclusively German, since it should adopt a cosmopolitan
standpoint.®’

7 David A. Moss, “The Deutsche Bank,” in Thomas K. McCraw, (ed.) Creating Modern
Capitalism: How Entrepreneurs, Companies, and Countries Triumphed in Three Industrial Revolutions
(Cambridge, Mass.: Harvard University Press), 1997, p. 231
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Although the main thrust of the Deutsche Bank’s activities was to be and indeed
was at first in foreign business, the Deutsche Bank tended to act within the domestic
business as long as they faced huge risks and difficulties on the foreign front.*' During
global economic and economic crisis of 1873, the bank was reluctant to operate according
to its founding ideal. The economic collapse that began in 1873 shook the world of
banking in Berlin and led to the first significant concentration in German banking
industry. The Deutsche Bank, however, used this economic crisis as an opportunity to
grow. In the period 1873-1876, the Deutsche Bank took over five credit institutions
altogether, including two sizeable firms: the Berliner Bank-Verein and the Deutsche
Unionbank. The year 1875 did indeed represent the first turning point in the development
of the Deutsche Bank because its foreign business in South America had suffered initial
setbacks. After 1875, directors of the Deutsche Bank remained loyal to their original
program, namely foreign business. The Deutsche Bank proceeded to open up overseas
markets through the medium of subsidiary institutions that were each responsible for a
particular country or region. In this sense, it directed its main interest to South America,
the Far East, and the German colonies in Africa. On the other hand, they engaged
themselves more strongly on the domestic market in order to seek profit from day-to-day
banking operations.®” The expansion and cultivation of investment business, an extremely
cautious ‘company-floatation’ and issuing policy at home and abroad, confinement to
low-risk transactions, and promotion of industrial export business created the conditions
for a slow but steady upward development even during the crisis years until 1880. This

process continued also at the very end of the nineteenth century and in 1897 the Deutsche
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Bank share price for the first time topped that of Diskontogesellschaft shares.® In this
process, the integration of the Deutsche Bank with domestic business had played a most
important role. The Deutsche Bank established its relations with industry not primarily
through financing company floatation, but by granting loans on overdraft and various
forms of short-term credit. From the early 1880s onwards, the Deutsche Bank gradually
extended its involvement in industrial business. Eventually it was involved in floating
join-stock companies that evolved into multinational concerns.®® On the one hand, in
every case, the bank received a permanent interest in the joint-stock company, which
needed to be controlled by the bank in order to guarantee proper use of the credit. On the
other hand, the joint-stock company needed to be dominated by the bank in order to
secure all the bank’s profit-making transactions. Banks had thus been able to impose their
own interests on companies. The result was a process of increasing monopoly and cartel
formation, guided by the banks.*

The relation between domestic business and the Deutsche Bank is not my main
concern. However, this process is crucial to understand the position of the Deutsche Bank
within German economy and finance. Lothar Gall gives a clear picture of how German
universal banks had operated in foreign countries step by step. He brings three main
points of emphasis as far as banking in and with foreign countries was concerned:
conducting international payment transactions, underwriting foreign government bonds,
and finally participating in industrial companies abroad.*® In Gall’s own words the

process went in this way:
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The newly founded bank’s first attempts to gain a foothold abroad were wholly
geared to supporting commercial activities of German firms. The aim of the
bank was to build up a network of its own for effecting international payment
transactions. In the mid-1880s it began to subscribe, centrally and through a
subsidiary company, to foreign loans, initially for South American countries.
Subsequently, it went beyond this to move into the industrial sector, an
involvement in railway construction in the Unites States of America
representing the third form of foreign business: namely, participation in foreign
industrial companies. Eventually, with railway building in Turkey and its
involvement in the Romanian oil business, it started to play an entrepreneurial
role itself.®’

There are some distinctive features that made the Deutsche Bank a universal bank.
By contrast with its foundation aim, Deutsche Bank moved into domestic banking after
its establishment. George Siemens aimed to design both a commercial bank and
investment bank under one roof and he succeeded. The bank fulfilled its commercial role
by taking deposits and offering short-term loans. As an investment bank, it managed the
long-term credit needs of its customers by guaranteeing stock and bond floatation. The
bank also financially supported the securities of national governments and railroads,
many of which were publicly owned.®
The political rivalry among great powers had also important reflections on the financial
competition, which picked up after 1870. In a wave of euphoria the Germans started the
Deutsche Bank to challenge the preeminence of London in the finance of international
trade. In this sense, the Deutsche Bank turned early to the Middle East where it
encountered the Banque Imperiale Ottomane, founded in 1863 by an Anglo-French
group. Of thirty-four important operations from 1881 to 1914 —including nineteen loans,
seven conversions and eight issues of Treasury bonds- seven were undertaken by the

Deutsche Bank, two by the English Banque Nationale de Turquie, and twenty-five in
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Table 2. Vital Statistics for the Deutsche Bank, 1870-1919

Net Income,
Assets, Berlin Office Berlin Office and Turnover, Berlin Office
and its Branches (mil. its Branches (mil. and its Branches (mil. Total Total
Year Marks) Marks) Marks) Staff Branches
1870 27.7 0.7 239.3 50 1
1880 169.4 6.0 10,484.5 550 3
1890 423.3 11.2 28,304.1 950 4
1900 897.0 20.4 49,773.5 2,063 5
1910 2,158.2 32.6 112,101.3 5,816 10
1919 15,791.9 64.5 428,878.5 13,529 108

Source: Adapted from Moss, “The Deutsche Bank,” p. 237
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Paris, of which the Banque Imperiale Ottomane was responsible for nineteen.® These
numbers show that in this specific time period, German shares in direct investment in the
Ottoman Empire grew steadily, and the Deutsche Bank, as the most important agent of
German capital, financed all of these operations.

Furthermore, there was a remarkable change in German foreign policy during the
reign of Wilhelm Il who made an official visit to Abdulhamid in Constantinople in 1898
(his second in nine years) and then he went on to the Holy Land where he declared that
Muslims everywhere could always count on his friendship.”® Differently from Bismarck,
Wilhelm I was enthusiastically active among colonialist circles. On the other hand, it can
be assumed that it was historical circumstances set the suitable environment that made the
application of Kaiser Wilhelm’s imperialist policies possible. By some means or other,
German involvement in the affairs of the Ottoman Empire grew steadily, highlighted by
rising investments in, and trade with the sultan’s realm. Accordingly, German engineers
and surveyors had been quite active in the sultan’s realm and companies interested in
railway construction followed it.”' Even when the low degree of trade relations between
Germany and the Ottoman Empire is concerned, it is noticeable that one of its reasons
was the lack of direct sea transports between harbors of both sides until the 1890s.”> On
the other hand, the new German state aimed to use railways as the main transportation
facility both within and outside the II. Reich.

It has been argued that the foreign policy of Wilhelmian Germany was

‘particularly aggressive’ and to view its relations with the Ottoman Empire was one of the
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worst examples of imperialist exploitation in that age. According to this view, ‘German
Imperialism’ had been a total exploitation by 1914 when Germans had won a dominant
position in the Ottoman Empire and had created a satellite of the German Reich.” This
perspective is the most conventional assumption and its raison d’étre comes from
classical imperialist theories.

In the particularity of this study, imperial policies of the German Reich within the
Ottoman geography are questioned by presenting activities of the Deutsche Bank and
companies, which were founded within the Ottoman financial system and designed to
execute trade and infrastructural construction operations in cooperation with the
Deutsche Bank. The interests of the Deutsche Bank in the Ottoman Empire cannot be
treated only in economic matters. In varying degrees, there was a political aspect to
nearly all the activities of the Deutsche Bank abroad. In this sense, the case of the
Baghdad Railway is peculiar because the bank was more dependent on the cooperation
and support of the government of the Reich than in any other undertaking. On the other
hand, the government knew that without the Deutsche Bank it could not push this ‘most
important project of German imperialism’ in the direction it desired and keep it in
'German hands.”*

Beyond this general view, various perceptions of different actors on this grand
project should be considered carefully. The Deutsche Bank representatives considered
themselves principally as businessmen while they always took political circumstances
carefully into account in negotiations about the construction, route and financing of the

Baghdad Railway. From German diplomacy’s point of view, the construction of the
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Table 3. Security Floatation by the Deutsche Bank and by Syndicates in which the Deutsche Bank participated,
1882-1908 (in millions of marks)

1882-1896

DB Alone

DB

Syndicate
1897-1908

DB Alone
DB
Syndicate

Value of

Securities

Issued and

Listed on German Foreign

German Public Public Foreign  Foreign = German German

Stock Securities  Securities  Railway  Railway Industrial  Industrial — Other

Exchanges (Bonds) (Bonds) Shares Bonds Shares Bonds Floatation
2,744.9 178.2 115.7 0.0 2,131.0 26.7 8.7 284.9
5,253.9 1,229.8 2,259.6 40.4 997.4 92.4 160.0 474.1
4,849.1 5414 4174 2,027.9 0.0 316.9 185.1 1,360.5

21,612.6 5,376.5 12,899.1 234.0 0.0 1,000.1 745.5 1,357.3

Source: Moss, “The Deutsche Bank,” p. 239
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Baghdad Railway was crucial in order to extend German influence in the Ottoman
Empire. For these reasons, the German Foreign Office and Ambassador Marschall von
Bieberstein in Constantinople were in favor of the project being financed possibly
through the German capital market.”> Additionally, the Deutsche Bank’s foreign
operations proved vulnerable, especially in the case of the Baghdad Railway. The
railway had been intended to serve both as an economic lifeline linking Europe and the
Middle East and as a symbol of German imperial strength. However, under wartime
conditions, the Deutsche Bank representatives found it hard to maintain the operation on
a business ground.”®

So, it is difficult to find an exact answer to the question that the Deutsche Bank
was an actor or instrument of the German Reich.”” Although the particular concern of
this study is not to find an answer to this confusing question, it can be argued that the
Deutsche Bank was a private institution, which was able to take its own decisions.
However, in the context of the late nineteenth century, it was highly difficult for a
private financial institution, which had a fundamental object of financing foreign trade
and brokering of overseas transactions, to stay ‘private’. Concerning the construction of
the Baghdad Railwayi, it is argued that the Deutsche Bank did to a certain extent bow to
politics, especially to the wishes of Kaiser Wilhelm I1. However, | believe that this
argument is not appropriate to describe the relations between the Deutsche Bank and
institutions of the German Reich. Economic cooperation of the Deutsche Bank and other

German financial and industrial institutions had intensified in volume during the
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construction and after the realization of the Baghdad Railway project. So, any approach
treating the relations between these different institutions as static and fixed would be a
great fallacy. Moreover, concentrating on economic activities, other than the
construction of the Baghdad Railway, of the Deutsche Bank in the Ottoman Anatolia can
be a new opening for this discussion. However, it should be always kept in mind that
those specific activities of the Deutsche Bank within the Ottoman Empire expanded only
under the conditions of the German Reich’s immeasurable desire to involve in the
Ottoman Empire.

In this chapter, a general context is constituted. The first component of this
context is the unification of Germany in 1871. By discussing different historiographical
approaches on German unification, the meaning of German’s peculiar position in the
world history is analyzed. In accordance with the main problem of this dissertation, the
growth of finance capital in relation with industrial development in Germany is
questioned. In this discussion, the foundation of the Deutsche Bank has a particular
importance. As a component of growing finance capital in Germany, the Deutsche Bank
was founded with a fundamental aim of offering German merchants the whole range of
banking services required to transact foreign trade payments. Additionally, great
enthusiasm of the decision makers of the bank to expand growing banking capital to
other ‘underdeveloped’ regions of the world indicates that the entrance of the Deutsche
Bank into the Ottoman market, by taking the concession of Anatolian Railway in 1888,
cannot be clarified only by historical circumstances. On the other hand, it was not by
chance that in 1888 the young Kaiser Wilhelm Il came into power with his famous

‘World Politics’ ideal when the systematic German involvement in the Ottoman Empire

started to be realized.
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Following this introductory part of the dissertation, in the second chapter, the
main concentration will be on Ottoman economic development under the influence of
European capitalist expansion. After a brief discussion on integration of the Ottoman
Empire into the world economy, the chapter focuses on the financial reorganization of
the Ottoman state as a consequence of the specific characteristic of this integration

process.
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CHAPTER 11

OTTOMAN ECONOMIC DEVELOPMENT AND OTTOMAN-GERMAN
RELATIONS: THE ROLE OF THE DEUTSCHE BANK

The preceding chapter set out the context, in which growing German finance
capital was organized and became ready for economic activities in oversees. The relation
between industrialization and emergence of finance capital is critical to analyze the
expansion of the Deutsche Bank, first in Germany and afterwards through economic
activities within the Ottoman Empire.

In the first part of this chapter, the integration of the Ottoman Empire into the
world economy will be discussed in general. Although scholars have argued that the
integration of the Empire started in the sixteenth and seventieth centuries, a closer look
will be taken at the last decade of the nineteenth century, when Germany started to
involve in the process intensively. In the second part, particular consequences of this
integration process will be analyzed. In this manner, the institutionalization of foreign
capital is examined through the relations among the Public Debt Institution, the Imperial
Ottoman Bank and the Deutsche Bank. In last part of this chapter can be characterized as
a short introduction set up the general context of German involvement in Ottoman
economic development.

IL.I. The Ottoman Empire under the Influence of European Expansion

In the European headquarters of the late nineteenth century, only a few things
were foreseen as certain as the eventual collapse of the Ottoman Empire. From a
Eurocentric point of view, since mid-century, the Ottoman state was in great difficulty:
its finances diminished, its military was in alarm, and its ethnic separations were

unmanageable. The political, military and fiscal crises of a non-capitalist and central
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state organization introduced a setting for competing imperialist powers with numerous
opportunities to involve in the development process.”®

The nineteenth century was a period of internal reform that started with the
Tanzimat, which was proposed by various bureaucrats who remained as the driving
force until the mid-1870s. During this final period of its existence, the Ottoman state,
seeking to adapt to and survive in a Western-capitalist world, launched a series of far
ranging reform programs touching nearly every aspect of life. These reforms have
transformed the empire, which increasingly became a supplier of raw materials to the
west and an importer of manufactured products. Nonetheless, commercial policy as one
of the aspects of a widespread process of change and transformation, moved through a
curve that moved back and forth toward liberalism until the 1860s, but then, retreated
back to greater protection.”’ So, there was a dual process in this long period; a
significant increase in export production and its effects on the structure of the Ottoman
economy, on the one hand, and growing import demands as a consequence of increasing
state expenditures, on the other.

The transformation process in the nineteenth century of the Ottoman Empire is

determined by the interaction of both internal and external forces. It is generally argued
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that the primary shock to the Ottoman system was provided from outside, but the
response to the shock was mediated by the domestic patrimonial structure.'® Thus, both
the nature of international developments and the form of internal economic organization
will be specified in this study.

No significant economic change took place during the initial modernization
period; literally, under the Tanzimat regime, but after 1880 the economic scene started
presenting definite signs of transformation. So, there is a lucid distinction between two
periods. While modernization in the Tanzimat era had remained a modest phenomenon,
the period between 1880 and 1914 shows greater strength in many ways under the long
autocratic reign of Abdiilhamid Il and under the constitutional monarchy introduced by
the Committee of Union and Progress in 1908. Financial reform and reorganization had
been slower to actualize than other administrative transformation of the Tanzimat
period. The reason has to be explored in the actual difficulties attached in such a process
rather than in a relative incomprehension or underdevelopment of the Ottoman state in
financial matters. Factually, quite in opposite, most of the pre-Tanzimat reform
movements in the Empire had been strongly directed by financial and fiscal concerns of
the Ottoman governing elite.'"'

Transformation of the economic and financial system of the Ottoman Empire
brought a significant increase in government expenses, specifically during the reign of
Abdulhamid I1. Although the expenses of the Ottoman Porte is usually narrated as

wastefulness it is also amply clear that the Ottomans attempted to rationalize
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government expenses with the use of funds for the sake of ongoing modernization
process. In brief, the Ottoman state was going through a modernization process, going
beyond the Tanzimat era, to survive as a sovereign political entity. The establishment
and expansion of a modern education system, military and navy, communication and
transportation networks, and administrative institutions brought further burden on the
existing sources of state income.'® Therefore, beginning in the 1880s, the introduction
of specific reforms, policies, and maneuvers to save the empire, which clearly signals
the government’s concern for economic issues, was observed. A major financial reform
started in 1887 with the formation of regular annual budgets, bringing together
anticipated as well as actual budget expenditures and revenues.'” When the inner
structure of Ottoman state is taken into consideration, European forces had to come into
contact with a central bureaucracy any time they attempted to permeate Ottoman
economy. The nineteenth century became a setting of the centralization of the Empire
and the centralization process reasserted the absolute rule of the sultan and his servants
against authority deriving from local forces.'**

During the whole nineteenth and early twentieth centuries, the Ottoman economy
heavily depended on agriculture. Basically, during the nineteenth century, options before
Ottoman economy became limited. Agriculture, as the traditional economic activity of
the Empire, became gradually more important.'® Commerce constituted the chief sector
of monetary activity as a result of articulations with western capital and the world

economy. The financial basis of the reform programs rested dominantly on agricultural
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'% Osman Okyar, “A New Look at the Problem of Economic Growth in the Ottoman Empire
(1800-1914),” The Journal of European Economic History 16, no. 1, (Spring 1987), pp. 32-33

"% Caglar Keyder, State and Class in Turkey (London: Verso), 1987, p. 25

1% Quataert, Anadolu’da Osmanl Reformu ve Tarim, p. 32
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economy, described by both Ottoman and foreign observers as backward and
impoverished, rather than possessing vast potential. Obviously, the expansion of
Ottoman agricultural production would not only help satisfy increasing western
demands, but also, through increasing Ottoman revenues, would guarantee the
maintenance of the Ottoman Empire and would provide the additional funds required by
modernization efforts.'*

In this period, the Ottoman economic structure witnessed great
commercialization and growth in foreign trade, which in turn had a positive impact on
internal trade. In Zafer Toprak’s words:

The injection of money through foreign trade dismantled the self-sufficient,
close economic circuits, and created dual economic structures with a
disintegrated, money-oriented outward-looking market economy on the one
hand, l2(1)171d a resistant, self-integrated inward-looking “domestic” economy on the
other.

Another important factor in the integration of the Ottoman Empire with the world
economy was the increasing inflow of capital. With the modernization of the military
and bureaucracy, demand for capital increased faster than the revenue gained throughout
much of the nineteenth and early twentieth centuries. For the structural changes in the
process of formation of a modern state, the demand for capital and gradual attempts to
develop domestic sources of revenue through reforming the tax system were crucial.
There were worldwide transformations in the nature of commercial networking
during the nineteenth century. One of these changes was the domination of the joint-

stock forms of corporate financing on commercial organizations. No doubt, the Ottoman

'% Donald Quataert, “Dilemma of Development: The Agricultural Bank and Agricultural Reform

in Ottoman Empire, 1888-1908,” International Journal of Middle East Studies 6, no.2, (April 1975), p.
210

197 7afer Toprak, “The Ottoman Financial Structure and the Istanbul Stock Exchange”,
Colloquium of the European Association for Banking History e. V. East Meets West: Banking, Commerce
and Investment, Istanbul 15th-16th October 1999
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Empire could not remain outside this process. Financial institutions and techniques
based on European models were developed and the traditionally rigid Ottoman financial
system gradually transformed itself into a dynamic and flexible one. The development of
foreign trade with Europe provided merchant capital for investments in the empire. It
supported the development of new financial networks and institutions to satisfy the
requirements of investment. Consequently, this process led to the creation of banks, the
adoption of a banking system, and the utilization of bonds, which have been issued by
the government and private sector.'’

II1.11. Financial Reform and Reorganization: Increasing Incorporation of the
Ottoman Empire into the World-Economy

Throughout the nineteenth century, the chronic budget deficit constituted an
important problem for Ottoman statesmen. Money necessary to fund the reforms was
borrowed from wealthy West European countries and it was used for the purpose of
financing the budget deficits, rather than improving the productive capacity of the
economy.

At the beginning of the nineteenth century, banking activity in the Ottoman
Empire was concentrated in the hands of the Galata bankers, a group that has arisen
shortly after the conquest of Constantinople, to provide financial capital needed by the
Ottoman central bureaucracy. Its members were Levantines, Jews, Armenians, and
Rums. Until the seventeenth century, the Jews had been the predominant member of

these bankers’ community, but afterwards, Armenians, and still more Rums, who had

" Toprak, “The Ottoman Financial Structure”
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Table 4. Country Distribution of the Outstanding Ottoman Dept, 1881-1914
(in millions of British pounds)

1881 1890 1898 1914

% % % %
France 45.0 343 44.6 37.6 53.4 42.2 75.3 53.0
Britain 43.5 33.2 274 23.1 22.6 17.9 19.9 14.0
Germany 8.3 7.5 13.8 11.7 19.0 15.0 29.9 21.0
Belgium 6.6 5.0 10.3 8.7 14.4 11.4 12.0 8.4
Austria 7.9 6.0 7.7 6.5 7.5 59
Holland 7.0 5.3 5.3 4.5 3.5 2.8 5.1 3.6
[taly 5.4 4.1 3.2 2.7 1.0 0.8
Turkey 7.3 5.6 6.2 5.2 5.0 4.0
Total 131.0 100.0 118.5 100.0 126.4 100.0 142.2 100.0

Source: Sevket Pamuk, The Ottoman Empire and European Capitalism, 1820-1913: Trade, Investment, and
Production (Cambridge; New York: Cambridge University Press, 1987), p. 75
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Table 5. Funds Flows Arising from Direct Foreign Investment in the
Ottoman Empire, 1859-1913 (in thousands of British pounds sterling)

Capital Inflows

Years French British German Other Total
1888 1,190 895 2,085
1889 1,647 500 2,050 13 4210
1890 550 75 1,424 2,049
1891 1,159 3,400 620 5,179
1892 3,793 122 623 372 4,909
1893 320 120 440
1894 9,233 239 1,200 765 11,437
1895 2,865 495 90 970 9,420
1896 990 1,055 2,045
1897 200 25 225
1898 40 100 140
1899 186 150 336
1900 769 25 90 300 1,184
1901 2,069 2,069
1902 100 594 144 838
1903

1904 164 125 168 180 512
1905 1,765 425 110 400 2,700
1906 781 159 1,825 160 2,925
1907 304 703 255 67 1,328
1908 446 100 149 695
1909 1,795 250 200 2,245
1910 1,995 189 1,155 100 3,439
1911 665 900 175 1,740
1912 1,050 150 200 150 1,550
1913 800 150 200 200 1,350

Source: Pamuk, The Ottoman Empire, pp. 180-181
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widespread commercial and shipping contacts with Europe, played the major role in the
banking system of the Empire.'®

The growth of trade and government expenditure necessitated a more
complicated banking system. The first attempt could not be expected to be made by the
central bureaucracy; so, in 1842, the Banque de Smyrne was founded by the initiation of
some British merchants and more interestingly, the shareholders included subjects from
England, France, Austria, Russia, Netherlands, Greece, Sardinia, the United States,
Tuscany, Denmark, and Spain. However, the government closed the bank, the following
year.''% In 1856, following the promulgation of the famous Reform Decree (Islahat
Fermani), which differed from the Tanzimat movement mostly in its intensity, a
financial reform, signaled the introduction of completely novel aspects that had been
ignored or neglected previously, was adopted. To Ottoman central bureaucracy, it had by
then become apparent that the improvement and stabilization of the critical financial and
fiscal situation could no longer be managed through the adoption of local means and the
mobilization of internal resources. So, the new Reform Decree was also an
announcement of the need for banks and other similar institutions to stabilize the critical
position of Ottoman economy.’'" Thenceforth, the Ottoman Bank was founded in
London, which was the most important financial center. Although preliminary activity of
the bank was purely commercial, after the 1861 crisis, the government’s need for an
institution to support itself in order to manage its progressively more strained finances

led to the transformation of the bank to the Imperial Ottoman Bank. Until the

19 Charles Issawi, The Economic History of Turkey 1800-1914 (Chicago; London: The
University of Chicago Press), 1980, p. 339

"9 Ibid., p. 340

"' Edhem Eldem, “Ottoman Financial Integration with Europe: Foreign Loans, the Ottoman
Bank and the Ottoman Public Debt,” European Review 13, no. 3, (July 2005), pp. 432-434
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establishment of the Public Debt Administration, in 1881, it helped the government by
successively servicing its debts and aiding it in floating new loans.''? Until 1887, many
other foreign banks had operated in the Ottoman Empire, but most of them did not
survive the 1873 global crisis; the Ottoman Bank swallowed a few of them like the
Deutsche Bank did in Germany.

The statesmen of Abdulhamid II’s reign had to operate from a disadvantaged
position. In a short period of time they realized the importance of increasing the
productive capacity of the empire and the necessity of building of a modern economic

infrastructure for that.'"?

The problem of budget deficits was inherited from the former
generation of Ottoman statesmen. Although its finances had been under strain for at least
two centuries, it was not until the nineteenth century that the central bureaucracy
acquired a regular and permanent debt. On October 6, 1875 an official commission
declared that the budget showed a deficit of over £T 5 million'"* and in mid-1876 the
government announced that it would suspend interest and amortization payments. In
1877 loans taken from the Imperial Ottoman Bank and other local banks gave only a
temporary relief while the Bulgarian insurrection and war against Russia brought huge

additional burdens.''® There was also the peculiarity of the Ottoman extraordinary

budgets, which were essentially lists of expenditures and those expenditures occurred

"% Issawi, The Economic History of Turkey 1800-1914, p. 340

"> Engin D. Akarli, “Economic Policy and Budgets in Ottoman Turkey, 1876-1909,” Midcle
Eastern Studies 28 (July 1992), p. 443

''* This was a consequence of the process started during Mahmud 11’s reign. Mahmud’s constant
wars against rebellious subjects and foreign powers involved a huge outlay of funds. In 1854, during the
Crimean War, the Ottoman Empire launched its first foreign loan, for £T3.3 million; carrying 6 percent
interest and issued at 80, it brought in £T2.5 million. In 1855 a £T5.5 million 4 percent loan was issued
and brought in 5.6 million. Several loans followed and the total amount contracted was £T268.8 million,
of which just over half, £T135 million, had been actually received. And practically the whole proceeds of
the debt had been used for military operations, building palaces and other court expenditure, the covering
of budget deficits or the funding of floating debt. For a more detailed information see; Issawi, The
Economic History, pp. 361-365

"3 Issawi, The Economic History, p. 361
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too frequently to be called ‘extraordinary’. Ottoman budget deficit was in reality much
more higher than those suggested by ordinary budgets."'®

During the second half of the nineteenth century, the Ottoman state apparatus
allowed the intrusion of European finance capital within the Empire. On this basis,
railway construction and other similar infrastructural investments served to foster
commercial relations with Europe. Although the Ottoman state directly intervened in the
economy, the state apparatus preserved its “dislocated” character, which means that
there was no mechanism of representation that would have translated the interests of the
new economically dominant classes in the political domain. During the Hamidian era,
the Porte attempted to re-institutionalize a centralized administration and this attempt
only caused a further isolation of the state apparatus during the last decades of the
nineteenth century. During this process, financial problems of the state continued.' 17

One of the ways to overcome the problem of budget deficit was to increase the
revenue produced by the government’s active involvement in economic affairs, either
directly or by creating monopolistic concerns. The only reference to possible advantages
of monopolistic enterprises that Akarli comes across appears in the reports of
Wiittendorf, who was the German advisor to the Ministry of Finance during the 1880s.
In this sense, Akarli argues that the Ottoman government seems to have been dragged
into creating monopolies not as a consequence of their economic views but as a result of

their efforts to attract foreign capital into the Ottoman Empire.''®

"' Akarli, “Economic Policy and Budgets in Ottoman Turkey, 1876-1909,” p. 445

"7 Immanuel Wallerstein, Hale Decdeli and Resat Kasaba, “The Incorporation of the Ottoman
Empire into the World-Economy,” in The Ottoman Empire and the World-Economy, ed. Huri Islamoglu-
inan (Cambridge; New York: Cambridge University Press; Paris: Editions de la Maison des sciences de
I'homme, 2004, c1987), p. 94

"% Akarli, “Economic Policy and Budgets in Ottoman Turkey, 1876-1909,” p. 454
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On October 6, 1875, the Ottoman government introduced in the Constantinople
newspapers the information that “in the presence of a budget deficit of five million
pounds Turkish, it has decided to pay only half of the coupons (on the foreign debt) in
cash.”'"” This decision was involved and clarified in an official decree of October 9. By
March 1876, payments had come to an end in total on most bonds, and the ‘half-default’
of October turned into a formal bankruptcy. The financial catastrophe was paired by a
political one; rebellions in the Balkans had been followed by the dethronement of Sultan
Abdiilaziz and a declaration of war by Serbia. The frequent meetings of bondholders and
the numerous representations to the French and British foreign offices prior to the
outbreak of the Russo-Ottoman War of 1877 failed to resolve the question of the future
of Ottoman bonds. With the outbreak of the Russian war, an agreement was definitely
postponed.'*°

Ottoman moratorium in the 1870s did not lead to foreign occupation. However, it
produced a system of international financial control, which in a number of ways led to
an equivalent loss of sovereignty. At the Congress of Berlin, collected after the victory
of the Russian Empire, the western powers recommended that an international
commission should be set up to settle claims on the Ottoman government. The chief
instrument of this control was the Ottoman Public Debt Administration (PDA)
established by the Decree of Muharrem (October 1881) and assisted by the three major

banks established by western capital, namely, the Imperial Ottoman Bank, the Deutsche

Bank and the National Bank of Turkey. Because there were quasi-official sanctions

" Donald C. Blaisdell, European Financial Control in the Ottoman Empire: A Study of the

Establishment, Activities, and Significance of the Administration of the Ottoman Public Debt, (New York:
Columbia University Press, 1929), p. 80
"% Ibid., pp. 81-85
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connected with the Decree of Muharrem, the PDA was found to stand halfway between
an official financial control and a purely private financial control.'?' The fundamental
aim of this regime was to scale down the debt and safeguard the position of those who
held shares in the Ottoman public debt. But also another important aim was also
obvious: opening up the Ottoman economy to further European economic involvement.
In this sense, the development of the railways system was seen as the principal
instrument, although attention was also paid to the award of concessions for the

production and export of raw products.'?

Under the terms of the Muharrem Decree, any
surplus in the PDA’s revenues was to be used to raise the interest paid to bondholders up
to a maximum of 4 percent. Definitely, this created a conflict of interest between the
Ottoman government and the PDA since the government could use the surplus of the
revenues neither for additional debt servicing nor for investment.'>

From the establishment of the PDA to the end of the World War I, the Ottoman
state apparatus was generally in a state of disorder while, on the other hand, the Empire
was experiencing a sustained economic development, which was determined by the
process of the world-economy. In this grand narrative, what was going to collapse was
not the Empire, but the old Ottoman stéte apparatus, which gave way to a new structure
and completed the peripheral structuration of the Empire.'** If the Ottoman economy is
treated as a mercantilist entity there were long periods when it was a net receiver of

loans, and for the 1856-1914 period as a whole, inflow of loans was approximately equal

to the outflow of debt servicing. Throughout the nineteenth century, there was a trade

2 Blaisdell, European Financial Control, p. 103

'22 Roger Owen, The Middle East in the World Economy (London; New York: 1. B. Tauris & Co
Ltd.), 1993, p. 192

'3 ssawi, The Economic History, p. 362

"2* Wallerstein, Decdeli and Kasaba, “The Incorporation of the Ottoman Empire into the World-
Economy,” p. 95
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deficit rather than a surplus. This is a specificity of Ottoman peripheralization that needs
to be explained through the location of the Ottoman economy and state in the world
system.125

During the Hamidian era, the government was more responsive to further rises in
foreign debt. In 1889, the Sultan wrote to the government that the finance of state
expenditures by foreign debts would aggravate the awful situation and it would also
strengthen the position of PDA functioning like ‘state within the state’.'?® The tendency
of the Ottoman government to avoid additional foreign debt pushed the foreign capital
into the field of infrastructural investment and an ample competition between France and
Germany started. During the 1890s, the sum of foreign capital in the Ottoman Empire
was divided in an order of intensity as foreign debts, railway construction projects and at
last banking sector. The industrial investment in the Ottoman Empire was quite low. The
sum of direct foreign capital investment in the Ottoman Empire was consisting of
railways with 41 percent, banking with 23.5 percent and industry only with 10
percent.l27

In terms of the general outlook of Ottoman economy, the most important
outcome of the foundation of the PDA was that it provided institutional and individual
channels through which foreign capital entered into the empire. Most of the investments
were infrastructural, such as construction of railroads and ports and transformation of
urban areas. These investments have both caused intensification and extension of the
process of integration of the Ottoman Empire with capitalism. Like the previous process,

which was specified by foreign indebtedness and granting of concessions, in this period

' Keyder, State and Class in Turkey, p. 38

:i: ilber Ortayh, Osmanli imparatorlugu 'nda Alman Niifuzu, (Istanbul: iletisim, 2004), p. 70
2 1bid., p. 71
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foreign indebtedness replicated, yet in a different trend: this time, concessions were
related to direct foreign investment, rather than to the growing regulation on state
8

12
finance.

[IL.III. The German Involvement in Ottoman Economic Development and The
Specific Role of the Deutsche Bank

Historically, the development of modern banking has been an important
component of economic change; however it has not always been so clear whether it has
been a factor in the origin of growth or a response to and a consequence of this
economic change. In the case of the Ottoman Empire, corporate banks, which were
wholly or partly financed by Western capital, had established themselves in Istanbul
after the Crimean War. All of these banks concentrated to varying degrees on meeting
the financial needs of the government at a time when the Porte was borrowing almost
permanently.'*’

The dominance of European merchants and Greeks as the primary intermediaries
between Ottoman economy and Western forces played an important role in the early
development of European overseas banking within the Middle East. But, it was not
commerce and infrastructural development that first stimulated the greater involvement
of western European bankers in Ottoman affairs, it was rather monetary stabilization,
which was regarded by the Ottoman authorities as a crucial foundation for escalating

other reforms aimed at modernizing the empire.'*

128

pp- 35-36
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Accordingly, some of the bigger European banks, other than commercial banks,
became active in industrial enterprises in the Empire. Lending was not the only activity
of these banks supported by Western capital. From the last quarter of the nineteenth
century, as the pace of growth of the Ottoman economy has increased, greater
opportunities for investment and profit appeared, especially for big European banks and
individual investors. This process can be described as giving short term loans to
merchants, increasing capital liquidity through offering loans at lower interest rates,
collecting the funds from the Ottoman importer; briefly facilitating trade for importers
and also for exporters. It was primarily competition from German finance capital, led by
the Deutsche Bank, which transformed it from a commercial bank that viewed industrial
projects only from the point of view of a lending institution, to a universal bank that
participated in the setting up and ownership of industrial enterprises. This development
can be observed in the period before the First World War, when a number of European
banks, including the Imperial Ottoman Bank and the Deutsche Bank, started to sponsor,
invest in and partly own railways, mining, irrigation, land reclamation, harbor/port
construction, energy and urban public transportation as well as all kinds of public utility

companies."”'

Another important point is that governments of the major European
forces, especially of France and Germany, did play an important role in the winning of
concessions for industrial projects and in the participation of large Ottoman state loans
for their respective financial institutions. So, it could not be argued that there was a total

competition between the Imperial Ottoman Bank and the Deutsche Bank; to a certain

extent they also participated in financial collaborations.

"' Frangakis-Syrett, “The Role of European Banks in the Ottoman Empire,” p. 273
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The first bank established by western capital within the empire was the Ottoman
Bank. The bank carried out basically commercial banking operations. The financial
policy of the bank was significantly conservative, which means not to engage in any
extensive exchange operations.>> Closely linked to the Ottoman government from the
beginning, although it never stopped to be an independent European financial institution
and to be seen as such in the West, the Ottoman Imperial Bank acted as a financial agent
of the government.'* In Frangakis-Syrett’s words

The Imperial Ottoman Bank influenced the development of the Ottoman
economy in many ways. As a state bank, it used its right of issue
conservatively issuing, until the First World War, only a limited amount
of paper that circulated mainly in or near Istanbul.'**

The strong position of the Imperial Ottoman Bank was consolidated after the
financial crisis of the early 1870s, which seriously weakened or destroyed other banks
financed partly by European capital. However, the ‘Fisheries Loan’ contracted between
the Ottoman government and the Deutsche Bank put an end to the strong position of the
Imperial Ottoman Bank. It also meant that the Imperial Ottoman Bank after this date

would have had to compete for the negotiation of or participation in any Ottoman state

loan.'®

The main supporters of the PDA were two major foreign banks. The Imperial
Ottoman Bank was the oldest one and it is not definitely true to categorize it as a
completely “foreign” bank because of its ambiguous position in the Ottoman financial
system. Its ambiguous character is based on its relation to monetary developments

within the Empire and on economic and financial developments within the world

"*> Frangakis-Syrett, “The Role of European Banks,” p. 265
"33 Ibid., pp. 267-268

" Ibid., p. 269

"* Ibid., p. 270
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system. Basically, the Imperial Ottoman Bank had three functions, as a bas the Ottoman
a state bank dealing with the state’s financial operations, and as a comme® financial

the financial system of the Ottoman Empire. Edhem Eldem makes a critigage in any
that these different functions of the bank did not create a contradiction; raient from the
combined all of these functions and this distinctive characteristic of the bicial institution
the strengthening of its power within the Ottoman system. The other basi financial agent
ambiguous characteristic is surely the fact that it was simultaneously an (

bank and a Franco-British private company.'*® Finally, Eldem argues tha?

In short, the Ottoman Bank was Ottoman enough to provide accurate

information on both state finances and market conditions, while it was
simultaneously foreign enough to offer a critical appraisal of the variout

situations it was involved in."”’ ed after the

Accordingly, the question that the Ottoman Bank was an actor or 1 other banks
instrument of Ottoman economic development is a false one because it isacted between
ideological distortions due to different historiographical perceptions of thposition of the
process and the involvement of western powers in it. Needless to say, theet this date
was under the control of foreign capital and the Empire was moving undettoman state
and domination of western imperialist expansion. In that sense, the Otton
involved in various ways in this process of exploitation. On the other hanhe Imperial
was a private entity, the main concern of which was profits on a long-ter it as a
gave the institution a high degree of autonomy, both with respect to the (an financial

government, which it was assumed to serve, and also western govemmeHOpme“tS

e world

3¢ Edhem Eldem, 4 History of the Ottoman Bank (Istanbul: Ottoman Bank Hi:
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concerns about the Empire did not necessarily overlap with the interests of the Ottoman
Bank."®

Most of the time, the Ottoman Bank fluctuated between its two different roles,
but the bank was willing to become an instrument of the Ottoman government, as long
as it was given the rights and opportunities to be an autonomous actor. Furthermore,
from its creation, the Ottoman Bank always had the aim of investing most of its
resources in more productive ventures such as infrastructure investments or commercial
banking, rather than ‘wasting’ them in short-term advances to the government. However,
until 1875 the bank was mostly absorbed by the effort of organizing foreign loans, in
other words by its role of state bank. More or less, the Bank’s policy was determined by
short-term savings rather than by a long-term vision of Ottoman financial stability and
economic development.'*? It was only with the normalization of the Ottoman debt,
which would also bring the realization of its own activities as a commercial bank, after
the creation, in 1881, of the PDA, that it started to operate in terms of investment.
Nevertheless, this time the bank had to face a possibly threatening competition of
financial and political power of Berlin and the Deutsche Bank, which was a new opening
providing the Ottoman government enough space to maneuver.'*

The other bank was the Deutsche Bank and like the Imperial Ottoman Bank, its
main profits came from the provisioning of short-term credit to the government and from
the commissions it received for floating large public loans. Not differently from the

Imperial Ottoman Bank again, the Deutsche Bank also acted powerfully in support of

'38 Eldem, “The Imperial Ottoman Bank: Actor or Instrument,” p. 52
'3 Eldem, “Ottoman Financial Integration with Europe,” p. 438
"9 Eldem, “The Imperial Ottoman Bank: Actor or Instrument,” pp. 52-54
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the interests of a large number of German concerns, ranging from railway companies to
armaments manufacturers such as Krupp, with which it was closely associated.

Keyder makes a distinction between capital which arrives in the country as
merchant capital and finds it pragmatic to engage local labor in the production of
commodities, and productive capital which arrives carrying the wage-labor relationship
with it. In the Ottoman case, both of these capital investments were present. However, in
the absence of productive capital, the economic integration of the Empire was dominated
by the requirements of trade. Among these foreign capital investments, French capital
had the highest share, even until 1914, when it comprised approximately 50 percent of
all the foreign direct investment in the Empire, while the German share was around 25
percent. Additionally, 62 percent of total French capital in 1895 was found in railways,
16 percent in ports, and 18 percent in municipal services, if financial placements were
excluded. In the case of German-owned capital, on the other hand, the concentration of
direct investment in merchant capital directed risks were even more obvious: 86 percent
of the investment was in railways, S percent in ports and 8 percent in municipal
services.'!!

Roger Owen suggests that the best way to understand the role of the PDA within
the Ottoman financial system is to focus on three major areas: government loans,
railway promotion, and the exploitation of various concessions. As in the days before the
Decree of Muharrem, there was a large-scale foreign borrowing from different European
financial institutions and the fundamental reason for this borrowing was a combination
of'a remaining imbalance between revenue and expenditure and an easy access to

European credit, in particular after the entrance of German capital into the empire.

! Keyder, State and Class in Turkey, pp. 43-44
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Differently from the former process there were two new elements: The first one was the
presence of the PDA that acted both as an active participant in the arrangements made
for servicing new debts and as a general guarantor of Ottoman credit. The second one
was the way in which the whole process of borrowing was used directly as a means of
pressuring Ottoman governments into accepting a variety of related financial projects. In
the case of the Deutsche Bank, the agreement to float a loan was only given in return for
the grant of a certain concession to one of its own nationals. In another case of the
Deutsche Bank, the proceeds of the loan itself were used to pay for the construction of
the Anatolian and Baghdad railways or for the purchase of specific foreign imports like
materials necessary for the railway construction and military equipment.'*?

When direct investment in production was successful, it served the needs of
merchant capital. Railroads and ports were the most apparent cases, which were also the
largest constituent of foreign investment. Railroads had already started to be developed
in the mid-century, but investors did not show any enthusiasm to invest except when
kilometric guarantees could be achieved from the bureaucracy. There was a new wave of
investments, not coincidentally overlapped with the period of PDA, when imperialist
rivalry intensified and more credible guarantees were forthcoming. The ‘Bagdadbahn’
project was undertaken during this period.]43

It was not a simple coincidence that the zenith of the PDA overlapped with a
period of industrial, commercial, and financial expansion of Europe. The role of the

PDA in this period was that of the link between European financial sources and Ottoman

economic potentialities. Again not by chance, in the last decade of the nineteenth

’4f Owen, The Middle East in the World Economy, pp. 195-196
' Keyder, State and Class in Turkey, p. 44
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century, a powerful German combination, under the leadership of the Deutsche Bank
envisaged and realized the construction of the Baghdad Railway, bringing in its schools
and factories, hospitals and harbor works, all the recognized “paraphernalia of
imperialist expansion.”'**

The promotion of railway concessions was a related aspect of this foreign
financial activity. The further development of the railway system was regarded both by
the Ottomans and foreign observers as the key to the Empire’s economic progress.
Nevertheless, in only a few instances did the Ottomans posses either the financial or
technical resources to undertake the work themselves. The third area of joint co-
operation involved the gift of a wide variety of public works and other concessions.
These public works included the tramways and telephones at Istanbul and the docks and
the water, gas, and electricity supplies at both Istanbul and 1zmir. Besides, by 1910
foreign companies had already obtained possession of over two-thirds of the Empire’s
production of coal, chrome, copper, and a number of other minerals.'*

The competition between the Imperial Ottoman Bank and the Deutsche Bank
cannot be taken as granted. As Edhem Eldem argues, the Hamidian regime had the
tendency to apply the ‘divide and rule’ principle in every instance he thought could
benefit the empire. In the particular case of the Imperial Ottoman Bank, there was a
conscious use of the potential competition of other Western powers’ banks in order to

gain better terms on loans and advances. The rise of German influence and the
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corresponding financial power of the Deutsche Bank in the Ottoman Empire under
Abdulhamid IP’s reign was the most concrete case representing this principle.'*°

The great struggle between Western forces changed the geography of the
Ottoman Empire from what had been regarded a profitable field for investment and
speculation into a “cockpit of international rivalry”.'*” Actually, the process of imperial
rivalry can be divided into two different processes. The foundation of the Deutsche Bank
in Istanbul can be seen as the turning point in this imperial competition. Before 1888, the
empire had witnessed a contest of varying degrees of intensity between European forces
for the privilege of floating Ottoman Government loans, and of building the short lines
of railway undertaken by the promoters of that period. However, these enterprises were
individual undertakings and the favorite form of investment was in government
securities. So, there had been no widespread and all-embracing idea of enriching the
empire with industries of the Western model."*® Industrial and railway securities were
less important than government bonds.

Blaisdell describes the 1880s as the beginning of the modern imperialist era,
when enthusiastic advocates of the imperialist doctrine discovered that there already
existed in the Ottoman Empire certain agencies having the potential could be turned to

. . 149
impressive account.

The Imperial Ottoman Bank can be also treated as one such
agency. On the other hand, treating the Imperial Ottoman Bank as a purely imperialist

agency is a misinterpretation. Under the original terms of its organization this institution

was in no way an Ottoman state bank, however in the following years after its

" Eldem, A History of the Ottoman Bank, p. 246
"7 Blaisdell, European Financial Control, p. 217
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establishment, the bank had the exclusive privilege of issuing notes against gold reserve,
and it became the general receiving and disbursing agent of the Porte and its suburbs.

A comparison of the scope of its activities prior and following 1890 shows that
the importance of the Imperial Ottoman Bank as an economic factor in the empire
greatly increased. Operations during its first thirty-five years were limited almost
entirely to dealings with the Porte. It had little commercial business. The last decade of
the century witnessed a remarkable enlargement and extension of the interests of the
Bank, because of the rising importance of French influence in its management in
conformity with the spirit of the imperialist era. Additionally, from the perspective of the
Ottoman Bank, the solution of the Ottoman debt crisis and the establishment of the PDA
had a positive effect on its own commercial and investment activities it had yearned for,
ever since its foundation.'

The collaboration and at the same time struggle between the Imperial Ottoman
Bank and the Deutsche Bank also started during the 1890s when German involvement
into Ottoman economy had started. In 1899 the Ottoman Bank combined with the
Smyrna-Kasaba Railway to sign with the Deutsche Bank and the Anatolian Railway an
agreement providing for the participation of the Ottoman Bank in the capital stock of the
proposed Baghdad Railway Company. The process continued until the negotiation of the
secret Franco-German agreement of February 15, 1914, where the Ottoman Bank and
the Deutsche Bank played important roles. In this agreement, French and German

spheres of influence for railway construction in the empire were described and the

%0 Eldem, “Ottoman Financial Integration with Europe,” p. 443
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outstanding disputes between French and German railway and financial interests were
settled.'!

The entrance of the Imperial Ottoman Bank into the public service field very
nearly overlapped with the granting, in 1888, of the first German railway concession to
the Deutsche Bank’s representative, Dr. Alfred Kaulla. After this date, the question was
that, which of these banks would eventually be able to occupy the dominant position in
the extension of foreign economic influence in the Ottoman Empire. However, there is
little suspicion that European investors looked forward to great profits when the Porte
and the syndicate led by the Deutsche Bank signed the agreement calling for the
construction of the Anatolian Railway. With the concession of 1903, and the
development of the “Baghdad Policy” of Germany, the activities of the Deutsche Bank
were grouped around this enterprise. In Blaisdell’s words

As the important French-directed railways drew their financial strength from the
nebula of banks clustered around the Ottoman Bank, so the German-conceived
lines derived their energy from the Deutsche Bank. The ports and harbors
developed by French initiative with the collaboration of the Ottoman Bank had
their counterpart in the construction of the port at Haidar Pasha — the railhead of
the Baghdad line opposite Constantinople —by the Haidar Pasha Port Company,
a subsidiary of the Deutsche Bank.'*

So, it can be argued that the Deutsche Bank and the Imperial Ottoman Bank were
the most important driving forces of European economic involvement in the Ottoman
Empire. Either under their supervision or as a result of their policies can be specified
financial operations, the energetic policy of railroad construction, the exploitation of
mines, public service concessions, commercial and industrial establishments, and the

construction of harbor works in the main ports of the empire.

15t Blaisdell, European Financial Control, p. 220
2 Ibid., p. 221
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Thus, it can be observed that the European banks did play a role in the economy
of the Ottoman Empire, particularly in the closing decades of the nineteenth and in the
early twentieth centuries. They became a powerful force in the development of Ottoman
economy.

Besides, movement of foreign capital within the borders of the Ottomaﬁ Empire
can be analyzed through various investments of European banks in different domains.
There is a common understanding, which treats these financial institutions as pure
imperial agents of western powers and so disregards the autonomous characteristic of
them. However, it becomes more evident that it is difficult to reach clear-cut
implications if different activities of European financial institutions are analyzed by
maintaining a perspective, which is able to stay at equal distance to biased assumptions.
Before concentrating on critical activities of the Deutsche Bank, it is necessary to
present a general outlook of German involvement in the Ottoman Empire.

Contextually it is important to set the scene in which the relations between
Germany and the Ottoman Empire began to develop. It was 1761 when for the first time
King Frederick II of Prussia had recognized the potential advantage of forming a
military alliance with the Ottoman Empire. His efforts nonetheless opened the door to
further Ottoman-Prussian interaction and in 1835 Helmuth von Moltke, who is also the
hero of the later wars of German unification, had organized a group aimed at sharing
military advices. However the defeat in the Russian War of 1839 caused declining of the

prussianized Ottoman army and Moltke’s group was sent back to Prussia.'>®

">} Gregor Schollgen, Imperialismus und Gleichgewicht: Deutschland, England und die
Orientalische Frage 1871-1914, (Miinchen: Oldenbourg Wissenschafisverlag, 1984), p. 31
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There is a popular view among many historians in Germany, that the country’s
stunning industrial growth gave her an incomparably greater international weight than
Prussia ever had. The origins of this popular view came from the shifts in economic
power, which mean that the economic world was no longer, as it had been in the
midcentury, “a solar system revolving around a single star, Great Britain.”'>* What made
this identification of economic and politico-military power so dangerous was not only
national rivalry for world markets and material resources, and for the control of regions
such as the Middle East, where an overlapping of economic and strategic interests was
experienced. There was also “the tacit equation of unlimited economic grow:[lm and
political power, which came to be unconsciously accepted.”’>> The German economic
and strategic diffusion of the Ottoman Empire already worried the British and helped to
bring the Ottoman Empire into the war on the German side. At this point the
inevitability of the international rivalry comes into question, generally supported with
the argument that even the peaceful division of disputed areas into districts of influence
could not keep international rivalry under control. But the characteristic feature of
capitalist accumulation was that it had no limit. “The ‘natural frontiers’ of Standard Oil,
the Deutsche Bank, the De Beers Diamond Corporation were at the end of the universe,
or rather at the limits of their capacity to expand.”"*® All powers without exception were
in an expansionist and conquering mood.

The intense relations between Germany and the Ottoman Empire began during
the era of Sultan Abdulhamid. When he became the sole arbiter of the Ottoman Empire

in 1878, the Empire had two major problems and two consequent needs: first the

'** Hobsbawm, The Age of Empire, p. 317
"> Ibid., p. 318
"% Ibid.
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bankruptcy of the empire, and the need of a stable financial base, and secondly the
irredeemable situation of the Ottoman army which necessitated reform. Simultaneously,
in Germany, Kaiser Wilhelm Il and his loyal government were looking for proper
circumstances to apply their expansionist “World Politics” to consolidate Germany’s
political and economic position in the world stage. Both sides were eager enough to
develop reciprocal relations, which had started with the first friendship and trade
agreement signed in 1761 and extended for 50 years in 1790."

Although the German Reich’s interests in foreign trade had already begun during
Bismarck’s chancellorship more fundamental matters were at risk; namely, the initiation
of the German ‘ World Politics’ and a new national self-confidence that the Reich
proposed to demonstrate particularly in the field of overseas economic, commercial and
maritime policy.'*® The attempt of German banks, including the Deutsche Bank, to gain
a foothold in overseas trading centers in the early 1870s was a catastrophe because of the
financial crisis. However, the government of the Reich under Bismarck’s leadership was
still interested in an independent method of financing Germany’s foreign trade. In 1884
the Chairman of the Reichsbank, Hermann von Dechend, brought a plan to found a
national overseas bank that would operate under the supervision of the Chancellor and in
close collaboration with his institution. But, Bismarck rejected any direct participation
on the part of the Reichsbank, yearning to avoid a resurgence of the debate about
government intervention in connection with Germany’s colonial policy. The debate
continued until the Prussian Finance Minister and Undersecretary of State at the

Imperial Treasury, von Scholz, firmly rejected the idea. Nevertheless, on 2 October

"7 Schollgen, Imperialismus und Gleichgewicht, p. 32
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1886, the Deutsche Bank founded the Deutsche Ubersee-Bank, which had the aim to
engage itself particularly in South America. So, the Deutsche Bank was the first
institution to react against government’s passive position in this issue.'*’

Entrance of the Deutsche Bank into the Ottoman Empire did not take part in the
first era of its expansion. The bank’s memorandum of foundation had already described
the Asiatic region of India, China and Japan as the key areas for the Germany’s foreign
trade.'® The giant central Asian realm with its high population did indeed offer not only
a huge potential labor force and natural resources, but also good opportunities for
profitable capital investment.

Examining the Deutsche Bank’s foreign business in the region as a whole,
bearing also in mind the foreign policy interests of the German Reich under the reign of
Kaiser Wilhelm II, it is necessary to analyze the activities of the Deutsche Bank both in
terms of function and chronology. First of all, it should be emphasized that right from
the start of Germany’s colonial policy in the 1880s many people on the managing board
of the bank were treated as ‘colonial enthusiasts’, however the German colonies in
Africa and in the South Pacific played almost no part at all in the bank’s business
involvement and the bank kept itself away from all colonial enterprises during the first
phase of German colonialism. Only after the mid-1890s did it play any role in the
economic development of the colonies, but even then with petite amounts of money in
comparison to the money it allocated to other business areas. It was only after 1890,

when some other states or regions became prominent among Western powers —mainly

' Gall, “The Deutsche Bank,” pp. 57-58
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the Ottoman Empire, but also China, the Balkans and also the Middle East- that a web of
influences from German diplomacy, military aid and private business came into being.'!

The unification of Germany introduced a new aspect of the combination of the
circumstances during the late nineteenth century in Ottoman economic development. So,
it can be argued that the bilateral trade relations were intensified only after 1880, when
‘Deutscher Handelsverein’ (German Trade Association) was founded and its area of
interest was declared as Greece and the Ottoman Empire. ‘Export-Verband Deutscher
Maschinen Fabriken und Hiittenwerke’ (Export Association of German Machinery
Factories and Steelworks) was founded in 1890, which aimed at marketing German
industrial products to Balkan and Ottoman markets. Foundation of the ‘Export-
Gesellschaft Deutscher Industrieller’ (Export Company of German Industrialist) in 1898,
and the ‘Deutsche-Orientalische Exportgesellschaft’ (German-Oriental Export
Company) in 1899 shows that 1880s deserve to be considered at least as statistical start
dates.'®

The German economic activities in the Ottoman Empire has started not
surprisingly with German merchants’ enterprises, and followed by big businesses in
banking, transportation, mining and industry. Again, requirements of trade continued to
determine the economic integration of the Empire into the world economy. German
merchants got along with their Turkish and Arab fellows and they started their activities
of brokerage in Izmir, Beirut, Aleppo and Palestine. Nevertheless, German trade was
also spanning to other parts of Anatolia, namely Eskisehir, Konya, Adana, Ankara,

Sivas, Kayseri and Harput. In these areas German organizations were disjunctive: in

el Qall, “The Deutsche Bank, p. 50
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Izmir many viticulture production organizations and a beer factory, again in [zmir and
also in Adana ‘Deutsche Levantische Baumwollegesellschaft’ (German Levantine
Cotton Company) with one branch in each, and in Urfa ‘Deutsche Orient-Handels- und
Industriegesellschaft’ (German Orient Commercial and Industrial Company). The
Baghdad Railway project was treated in the following years as a suitable opportunity to
integrate these different lands under German influence. 163

All of these projects, investments, trade relations, etc. can be seen, as gradual
steps of the German involvement in the Ottoman Empire, and all of these activities also
are significant branches of Ottoman modernization. The fundamental aim and the ethos
of Ottoman modernization were the survival of the empire and consolidation of the new
modern system. Certainly, German Reich under the leadership of Wilhelm II did
encourage Sultan Abdulhamid Il and his government to consolidate the remaining lands
in the territory of the Ottoman Empire.

Generally, economic activities of German financial and commercial institutions
within the Ottoman Empire were characterized by growing political intervention and
support of the German Reich.'®* After Adolf Hermann Freiherr Marschall von Biberstein
was appointed ambassador to Istanbul in 1897, the political support of the German state
had started to be observed clearly. Biberstein followed these growing economic and
political relations between two countries with a great attention and he clearly opposed
the traditional Bismarckian policy of the “Eastern Question”. He has argued that the
conservative policy treating the economic and political German interests in the region as

completely separate matters could not be maintained anymore. Instead of this passive

_ 163 Mustafa_ Gencer, .]()'ntz?rk Modernizmi ve “Alman Ruhu”: 1908-1918 Dénemi Tiirk-Alman
fliskileri ve Egitim, Istanbul: Iletisim, 2003, p. 289
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strategy, the German Government should shoulder German capital because this would
be the only way for German investors to get concessions from the Ottoman government.
Furthermore, the German government could also back the Porte when it was
necessary.'® No other word than Bieberstein’s own can describe his position:

There was plenty of scope for useful solid enterprises, employing German
capital and German industry. There are —quite apart from special services for the
army- railways, ports and bridges to build, electrical works to erect for lighting,
tramways etc., and the really wretched condition of most of the steamers that ply
regularly here offers good chances for German competition. We shall naturally
not be left alone to do all this, and certain concessions will be granted to others.
But one thing we must claim for ourselves, and that is the connecting up of the
present sphere of interests of the Anatolian Railway with the river districts of the
Tigris and Euphrates, and so on to the Persian Gulf.'*

After the Ottoman-Greek War in 1897, both sides signed an armistice, and
accordingly, Greece had to pay 4.1 million Ltq. Until the finalization of procedures,
Sultan Abdulhamid had requested an advance from the Ottoman Bank over this war
reparation. However, the payment had delayed because of disagreements among western
powers.'®” On December 31, 1897, Marschall von Biberstein was admitted to the
presence of Sultan Abdulhamid. In this meeting, Sultan asked for the payment of the
advanced credit of 1.2 million Ltq that the Ottoman Bank did not succeed to pay and
additionally, called to end the difficulties raised by the Deutsche Bank to the execution
of payment. The same day, the Deutsche Bank was ready to renounce its opposition and

Zander, in the name of the Anatolian Railway Company, wanted to provide 400,000 Ltq
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with conditions of receiving concessions of railway line between Eskisehir-Konya and
Haydarpasa port. Additionally, the Deutsche Bank should provide 800,000 Ltq.'

This is an obvious example of the collaboration between the Deutsche Bank and
the German state. However, it is highly difficult to generalize it to other issues, in which
the Deutsche Bank had played the main role. It should be always considered that the
Deutsche Bank was not a government institution; rather it was an autonomous private
financial institution having the aim of offering German merchants the whole range of
banking services required to transact foreign trade payments, from advancing money on
export articles to providing importers with documentary credit and establishing the
German currency as an internationally recognized medium of exchange. It is true that
the bank had undertaken the construction of the Baghdad Railway, which had become a
symbol of economic and political involvement of Wilhelm’s Germany in the Ottoman
Empire. However, it is quite complicated to decide that the Deutsche Bank was an actor

or instrument of the German Reich.

'8 Jacques Thobie, Intéréts et Impérialisme Frangais dans L’empire Ottoman (1895-1914)
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CHAPTER IV
MOVEMENT OF GERMAN CAPITAL IN THE OTTOMAN EMPIRE

In the preceding two chapters, a background to the nineteenth century
development of Ottoman economy is provided. In Chapter I, unification of Germany and
relations between industrialization and emergence of finance capital are considered to
set the context for the expansion of German capital into the Ottoman Empire. In Chapter
11, it is argued that German involvement in the Ottoman Empire is part of Ottoman
peripheralization. After 1888, when the Deutsche Bank gained its first concession, an
intensive German involvement had started to grow in Ottoman economic development.
Moreover, the interactive relation between the Imperial Ottoman Bank and the Deutsche
Bank was a manifestation of imperial rivalry. On the other hand, there is also the fact
that these financial institutions were autonomous agents, which means they were not
pure instruments of France and Germany. The collaboration between the banks on
financing the Baghdad Railway in spite of resistance by French and German
governments was an obvious measure of their autonomous character.

The primary concern of this chapter is to analyze different foreign direct
investments by articulating German economic activities in different domains. As
mentioned in the second chapter, scholars have argued that infrastructural construction
projects were critically important in the analysis of expansion of western capital in the
Ottoman Empire. In the first part of Chapter 111, I will concentrate on railway
construction projects, treating them as preliminary activities financed by western capital
and aimed to open Ottoman Anatolia for further involvement. Railway constructions
were particularly important in the case of German capital movement in the Anatolian

peninsula. Improvement in and articulation of transportation lines have accelerated the
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growth of trade between the Ottoman Empire and Germany, and this afforded the
foundation of new branches of German banks. Accordingly, in the second part German
activities in agriculture, which are regarded as succeeding German capital investments,
will be examined. In the German case, railway companies did not only take charge of
railway constructions, but also of important agricultural projects. Specifically in this
part, irrigation projects in Konya and Cukurova plains will be debated in terms of the
activities of the Anatolian Railway Company as a subsidiary institution of the Deutsche
Bank. In the last part of the chapter, the establishment process of the Match Monopoly
(Kibrit Monopolii) is analyzed. Although there is no information about a successful
completion of this venture, it is still possible to analyze the position and attitudes of
German capital through the correspondences among different institutions gathered under
the patronage of the Deutsche Bank.

IV.1. Railways: Creation of an Economic Sphere of Influence

One aspect of German economic involvement in the Ottoman Empire proved in
the long run to be the most important of all railways. This facet was decisive because it
was through railways that Germany succeeded in realizing an economic sphere of
involvement in Anatolia. Before the German involvement, there were other railway lines
developed by Britain and France; but any one of these lines could not equal in potential
influence the concession the Deutsche Bank achieved to build the Anatolian Railway,
with future extensions to Baghdad. Moreover, the Anatolian Railway Company,
controlled by the Deutsche Bank and founded to execute preliminary railway
constructions, had undertaken critical projects, which were critical for further German
involvement in the Empire. Therefore, it can be assumed that railway construction had a

strategic importance for the movement of German capital in Anatolia.
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Railways were a part of the process of the intrusion of European finance capital
within the Ottoman Empire. Railway construction, which was started in the second half
of the nineteenth century, took place on the basis of ‘state-to-state contracts’. Railways
and other similar infrastructural investments served to further commercial relations with
Europe as well as constituting the first direct investment of foreign capital in the
Empire.'®

Railways played a variety of roles in the economic development of geographies.
In the Ottoman case, railroads were symbolizing the involvement of western capital in
the Empire. Nevertheless, it can be also argued that construction projects of railroads in
different regions of Anatolia were only initial steps for the Western involvement. The
Ottoman Empire’s experience with railroads shows that the state’s less improved but
nevertheless politically independent status placed it somewhere between industrial West
and exploited European imperial possessions. Different from the economic aims of
Western forces, the Ottoman government saw the railway construction as an instrument
of overcoming politico-military obstacles, not economic backwardness.' ™ This situation
shows that in the Ottoman Empire political power remained in the hands of a relatively
strong central bureaucracy whose interests did not necessarily overlap with rapid
integration of the economy with the world markets.

Additionally, railways are the most significant and characteristic artifacts of the
nineteenth century. Issawi argues that it is a measure of the low degree of development

of the Ottoman Empire that, in 1914, its 1,900,000 square kilometers had only 5,991
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kilometers of railways, and that the 740,000 square kilometers of Anatolia had only
2,918 —most of the latter having been built in the previous two decades. But this lack of
railways also indicates something else: the Ottoman Empire was much less subject to
imperialist influences than most other parts of the world, partly due to the resistance put
up by its governments and neutralization of the imperialist rivalry between Great
Powers.'”!

From the perspective of European capital, construction and as well operation of
railways were one of the profitable forms of investment, especially, in the Ottoman case,
as a result of the kilometric guarantee payments made by the Ottoman state. In addition,
railway constructions played a major role in providing inexpensive raw materials,
foodstuffs and markets for manufacturers to the country whose capital built and operated
the railroad. Typically, there was a shared method that western powers had followed to
construct and operate railway. In many occasions, the only banks in the region were
owned by the capital of the same country. Capital from the same European state began
to invest in further business enterprises in the same region. During the nineteenth
century, these investments were concentrated in basic utilities, such as water, gas,
electricity, in the construction of ports in cities that linked the railroads to the European
country, in industry and in mining. It is not difficult to observe this general model in the
involvement of British capital in Western Anatolia after the construction of Izmir-Aydin
Railway in the early 1860s, of French capital in Syria starting in the early 1890s, and
finally in German capital in Central and Southeastern Anatolia in the 1890s with the

construction of the Anatolian and later of the Baghdad railways.'”
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In Anatolia, the two first lines were built by British capital and planned to utilize
the hinterland of Izmir: the Izmir-Aydin line and the Izmir-Kasaba line, both completed
in 1866. The 1zmir-Kasaba Railway was wisely managed and in 1885 the arrangements
between the government and the British company were modified. In 1887, the company
was authorized to build a ninety-two-kilometer extension from Manisa through Akhisar
to Soma, at a cost of £ 5,000 per kilometer. This raised the total length of the line and
branches to 264 kilometers.'” Nevertheless, in 1890, the company experienced bad
conditions and the Ottoman Bank, whose London branch had already taken up most of
the shares of the company, helped the Ottoman government to repurchase the line. In the
end of this process, in 1894, a new company, namely ‘Société Anonyme Ottomane du
chemine de fer Smyme-Cassaba et Prolongements’ (Ottoman Joint Stock Company of
Izmir-Kasaba Railway and Extensions) was founded.'” In the background of these
developments, the Ottoman government was playing the main role. Since the
construction of the line, the British influence over the region grew gradually and the
government was anxious not to have both Izmir lines in British hands.'” This was one
of the typical maneuvers of the Hamidian state apparatus. However, during the
construction of Anatolian and Baghdad railways it is not possible to observe such a
government intervention. One reason is that, the Baghdad Railway was a much larger
project and it was far from financing by only one institution. Moreover, Sultan

Abdulhamid attached great importance to the Baghdad Railway project because of its
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strategic importance for the Empire; so the government was quite reluctant to any action
frustrated the project.

Nevertheless, after important developments in railway construction in Western
Anatolia, in 1871 the Ottoman government charged a French company with building a
railway from Haydarpasa to Izmit and the line was opened in 1873. After managing the
railways for seven years, the government, in 1880, transferred the right of operation, for
twelve years, to a British syndicate, reserving to itself the right of repurchase.'’ This
line was only an introduction of a major railway project. The master plan of this project
was drawn up by a German engineer, Wilhelm von Pressel, after the government wanted
a line linking Istanbul with the provincial capitals and decreed the construction of an
Anatolian railway in 1871. According to Pressel’s master plan, the length of the line was
2,700 kilometers and it was from the east cost of the Bosphorus passing through lzmit,
Eskisehir, Ankara, Sivas, Harput, Diyarbekir, Mosul, and Baghdad and reaching the

. 177
Persian Gulf downstream of Basra.

(see Map 1 and Map 2) Negotiations were started
with the British syndicate for extending Haydarpasa-Izmit line to Aleppo and Baghdad,
with kilometric guarantees. However, this attempt failed just at the beginning because of
reluctance of the British side.'”® Germans had to wait until 1903 when the Deutsche
Bank took the concession of Baghdad Railway project.

After the elimination of the British syndicate, on October 4, 1888, the Ottoman
government granted to a consortium headed by the Deutsche Bank the concession to

build and also to operate a railway from Haydarpasa to Ankara. On behalf of the

Deutsche Bank, Alfred von Kaulla received the right to build and operate, for ninety-
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nine years, a 486-kilometer line from Izmit to Ankara, with a kilometric guarantee of
15,000 francs. The tithes of the sancaks of Izmit, Ertugrul, Kiitahya, and Ankara were
set for the guarantee and the government reserved the right of repurchasing the line after
thirty years. The German side was also granted mineral rights in a zone of twenty
kilometers on either side of the railway.'”

German financial groups, and particularly the Deutsche Bank had showed
considerable hesitation in taking part in this great and obviously risky project. Actually,
the initiative did not come from Georg Siemens, the general director of the Deutsche
Bank; instead it was Alfred von Kaulla, a member of the managing board of the
Wiirttembergische Vereinsbank, who was in Constantinople at the beginning of 1888,
handling negotiations about arm sales for Mauser. During these negotiations, he became
acquainted with the representatives of the Ottoman government, who offered him the
prospect of awarding the concession for the construction of the Anatolian Railway.
However, the project was too big for the Wiirttembergische Vereinsbank; and so the
provincial institution offered it to the Deutsche Bank. The excellent relations between
the Deutsche Bank and Wiirttembergische Vereinsbank had great impact on the
agreement of the railway project. On the other hand, it does not mean that the Deutsche
Bank accepted the concession without difficulty. It was only when the Ottoman
government agreed that the project was prepared to guarantee payment of interest on the
capital by mortgaging part of its tax revenues that the Deutsche Bank showed a greater

readiness to agree to the undertaking.'®
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It was not only the Ottoman government that the representatives of the Deutsche
Bank had suspicions about; they also wanted to be sure what attitude the German
government would take. For that reason, on August 15, ]888>the Deutsche Bank directed
a formal request to the Foreign Office. The answer came quickly and personally from
Bismarck: the Reich had no political objections and would even provide diplomatic
support.'®’

The Anatolian Railway was built and operated by the Anatolian Railway
Company, a company under Ottoman law, which was formed by the Deutsche Bank, the
Wiirttembergische Vereinsbank and the Deutsche Vereinsbank, in 1889.'%% All the
materials required for building and operating the railway were imported from Germany,
while most of the work was done by German companies. It was a clear sign that the
construction of the railway in the Ottoman Empire has also created a new market for the
German industries. In his speech in the Reichstag Siemens confirmed this argument:

The result of the new constructions that have fallen to the modus operandi of
German capital in recent years has led in the present to a very high or
relatively high level of activity in our industries.'®’

The Haydarpasa-Ankara line of the railway was only an introductory step for
further constructions. After its construction, Siemens attempted to make The Anatolian
Railway more profitable by linking it up with the rail network in the European part of
the empire. However, Sultan Abdulhamid II had only a secondary interest in the
railway’s being profitable. His real aim was to extend the railway line to Baghdad.
Meanwhile came the suggestion to build a link running towards south from Eskisehir to

Konia. This promised to be more lucrative economically. In 1893 the Anatolian Railway
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Company received the concession for this stretch, and three years later it was completed.
The new direction of the railway construction would also determine Germany’s primary
attempts to use the railway line as an instrument to diffuse in Anatolia. So, it can be
argued that German interests in Anatolia followed the railway line. The project of
irrigation of Konia-plain came into question only after the construction of the Eskisehir-
Konia line of the railway.

After the Deutsche Bank handled the Anatolian Railway concession, the Bank
for Oriental Railways was founded at Zurich in 1890. The initiator was the Deutsche
Bank, and the Wiener Bankverein and the Swiss Credit Bank were the other institutions
in the project. The reason of the foundation of a new bank was to minimize possible
risks and this risk-minimizing policy was in line with Georg von Siemens’ strategy of
preferring international cooperation. At the beginning the concession covered to join the
existing short line from Haydarpasa to Izmit and then to connect to Ankara. However,
the Deutsche Bank’s project had grown surprisingly. After various unsuccessful
negotiations with the Diskonto-Gesellschaft as well as other institutions, the Wiener
Bankverein had in 1899 finally launched out in a new direction, and had encouraged the
Deutsche Bank to join the acquiring of the Operating Company for Oriental Railways.
Furthermore, another smaller project had been added in the same year. The Deutsche
Bank had obtained the concession for building and operating a railway from Salonika to
Monastir. These three projects led the Deutsche Bank, as Karl Helfferich once said, “to

arrange for future procurements of money”.'®*

'84 Fritz Seidenzahl, “The Bank for Oriental Railways (A Financial Holding Company and its

Holdings),” in Studies on Economics and Monetary Problems and on Banking History No. [-No. 22, ed.
Deutsche Bank AG. (Mainz: Hase & Koehler Verlag, 1988), p. 12
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The object of the Operating Company for Oriental Railways is to undertake and
carry out all kinds of financial transactions connected with the building and operation of
railways or other institutions permanently serving the promotion of transport in Eastern
Europe and Ottoman Anatolia. Additionally, the company in particular was authorized to
take part in already existing or newly originating companies for the building and
operation of railways or other transport facilities in the Orient, either by acquiring their
shares or by lending them money.'*®

Therefore, the main aim of the foundation of the Bank for Oriental Railways was
to find a possible compromise among Western investors, without paying attention to
their nationalities, that constructing railways in this region would be an attractive
investment. In this connection, the British investor deliberately contributed toward
rounding off the system of the Anatolian and Baghdad Railways. Regardless of all
rivalries there was in fact a common European interest in continued development of the
railway system. The Bank for Oriental Railways, for its part, was representing a meeting
point of different interests.'*

The Deutsche Bank also wanted to attract British capital, but these efforts
achieved only modest success. Two years after the Anatolian Railway Concession was
obtained, the Baring crisis used up the whole of London’s financial strength and the
British group disposed of their shareholding in the Anatolian Railway. That was also the
year in which the Bank for Oriental Railways was founded as a new bridge for bringing
international capital in. Like the British partner, Italian financial circles had also

hesitated. According to what Helfferich wrote, they feared retaliations by the French

'®> Seidenzahl, “The Bank for Oriental Railways,” p. 13

"% Ibid., p. 17
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capital market; only after which the Imperial Ottoman Bank approached the Deutsche
Bank.'®

All of the railways constructed by German capital until the beginning of the
Baghdad Railway project can be considered as introductory steps of this project. Since
1871, the Ottoman government was interested in construction of a railway connecting
the capital and distant provinces. This interest continued also during Sultan
Abdulhamid’s reign, such that Sultan approved Pressel’s plan after he was pleased with
Pressel’s explanation that such a railway would strengthen his authority over the
Empire.'®® During the 1880s, Pressel tried numerous times to attract the interest of
German, French, English and even Italian financial institutions. His endeavor continued
until he met Alfred Kaulla who presented ‘Pressel Project’ to Georg von Siemens, the
director of the Deutsche Bank. However, Siemens was aware of the ‘anti-colonial’ mood
present in Germany in 1888. Although Siemens started to show growing interest in
financing the Baghdad Railway project with Kaiser Wilhelm’s accession to the throne,
he felt he could not commit the bank to a long-term venture unless its profitability was
assured. Shortly thereafter, Kaulla and Siemens appealed directly to the German Foreign
Office to support the Anatolian Railway concession. Within a period of weeks, Pressel’s
project had progressed from its abstract stage to pending reality. However, Pressel, the
father of the railway, was absent from the rash negotiations of the concession, taking
place in late 1888.'%

A new phase of German Middle Eastern policy began in the late 1890s with the

appointment of Baron Adolf Marschall von Bieberstein as the Reich’s ambassador to

'87 Seidenzahl, “The Bank for Oriental Railways,” p. 18
188 McMurray, Distant Ties, p. 18
"% Ibid., pp. 21-23
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Constantinople in 1897, and furthermore with the Kaiser Wilhelm II’s second Middle
Eastern trip in the following year. Wilhelm Il had become keen on the idea of the
Baghdad Railway, hoping that it would lead to a big increase in German influence, both
economic and political. When Abdulhamid 11 proposed to Kaiser Wilhelm I granting a
German company the concession of building the railway to Baghdad, the Kaiser agreed
with pleasure. Because of the Kaiser’s encouraging position, Siemens could no longer
refuse to finance the grandiose project and he said:

Thus was the Deutsche Bank pushed into its most spectacular foreign venture, a
venture in which it had not actually wished to be involved.'”

It was the practice of the Anatolian Railway Company during the construction of
railways in Anatolia, which brought Siemens to this position. After the experience he got
from prior railway constructions he became skeptical of the railway’s viability. He
pointed to the recent crop failures in Anatolia that had taken their charge on the
Anatolian Railways Company’s annual profits. Moreover, he also speculated that the
German economy currently lacked the strength to serve as the project’s sole support."”’

As mentioned in the previous chapter, it was clear that the objectives that the
actors were pursuing in the construction of the Baghdad Railway were not identical.
Siemens and later Gwinner had in mind fundamentally the profitability of the railway
line; on the other hand, German diplomacy was concerned above all to exploit the
construction of the Baghdad Railway in order to broaden German influence in the
Ottoman Empire. For these reasons, the German Foreign Office and Ambassador

Marschall von Biberstein in Constantinople were in favor of the project being financed

%% Gall, “The Deutsche Bank,” p-71
o1 McMurray, Distant Ties, p. 31
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largely through the German capital market; foreign holdings were to be kept as small as
possible, serving merely as diplomatic safeguards.'®

In the last days of the nineteenth century, the director of the Deutsche Bank,
Georg von Siemens and the Ottoman Minister of Public Works, Zihni Pasha, signed the
preliminary Baghdad Railway Concession, which has opened a new era in Ottoman-
German partnership. The Deutsche Bank deposited 200,000 Ltq in the Ottoman treasury
and the preliminary railway concession was granted to the Anatolian Railway Company,
which agreed to build a railway from Konya to Baghdad within an eight-year period.
The convention encouraged both sides, remembering the Ottoman Empire its old
victorious days while offering the German Reich its just share in the developing
Ottoman markets.'”?

Like at the beginning of the construction of the Anatolian Railway, Siemens tried
to postpone the construction for a while, and to keep the financial risks to a minimum by
means of substantial participation of English, French and Russian companies as well.
Nonetheless, the London banks continued to stay apathetic to Ottoman railway
construction, and even the New York bank of J.P. Morgan & Co., with which the
Deutsche Bank had collaborated in restructuring Northern Pacific, this time, refused the
invitation. The Imperial Ottoman Bank agreed to participate. In May 1899, the Deutsche
Bank signed an agreement with the Imperial Ottoman bank to fund the Baghdad
Railway.'"*

The official Baghdad Railway Concession was signed on March 5, 1903.

Afterwards, the Baghdad Railway Company, a subsidiary of the Anatolian

192 Gall, “The Deutsche Bank,” p. 76
193 McMurray, Distant Ties, p 39
194 Gall, “The Deutsche Bank,” p. 72
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Railway Company, was founded to finance the railway construction. The Ottoman
government promised the company annual guarantees worth 11,000 francs per kilometer
of operative railway 4,500 francs for each kilometer under construction. 195 Although the
Baghdad Railway project was characterized as the symbol of German imperialism, a
closer look at the Baghdad Railway Company’s structure shows that this was not the
case. The company was founded on the initial capital base of fifteen million francs,
divided into 30,000 shares at five hundred francs apiece. Ottoman government and the
Anatolian Railway Company each obtained 10 percent of the shares. According to the
financial agreement made in Brussels, German, French, Austrian, Swiss, Italian, and
Ottoman banks bought the remaining 80 percent. The Deutsche Bank had a share of 40
percent while it was 30 percent for the Ottoman Bank.'*®

Before this financial agreement, in 1903, Arthur von Gwinner, the successor of
Georg von Siemens on the Managing Board of the Deutsche Bank, had negotiated in
London and found some of the leading City houses prepared to take part in the Baghdad
Railway project when the Deutsche Bank received the concession. However, no
agreement was reached with British financial groups. In 1909, as Gwinner significantly
pointed out, the Baghdad Railway Company’s Board of Directors comprised eight
Frenchmen, four Turks, two Swiss, one Austrian, one Italian and eleven Germans. In his
own words;

[f our British friends had been able to give effect to what we had agreed with
them, eight British members would now belong to the Board of Directors.”'"’

195 McMurray, Distant Ties, p. 50
1% Autheman, Bank-1 Osmani-i Sahane, p. 189; McMurray, Distant Ties, pp. 50-52
197 Seidenzahl, “The Bank for Oriental Railways,” p. 19
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Without a question, the Deutsche Bank was primarily interested in securing the
capital sums invested in the Baghdad Railway Company. Additionally, the Deutsche
Bank was also struggling for supremacy of German exports in the Middle East.
Nevertheless, when, in 1906, Karl Helfferich moved from the colonial department of the
Foreign Office to the management of the Anatolian Railway Company, a general
expectation of a further increase in political influence on the undertaking appeared in
Germany. There were also different arguments among newspapers; some of them
assumed that the Deutsche Bank wished to take advantage of Helfferich’s contacts;
others, including the London Times, interpreted it as a sign of increasing political
influence on economic affairs. Helfferich did not frustrate the hopes and in a short time,
he proved himself as a link between the Ottoman government and the local
representatives of German diplomacy on the one hand, and the parent company and the
Foreign Office in Berlin on the other. Because of his successful brokering role in
Constantinople, he was appointed to the managing board of the Deutsche Bank in
1908."

When the economic benefits of the Baghdad Railway are taken into
consideration, Manfred Pohl argues that its impact was not as great as the Ottoman
government expected. Commerce and tax-payments did not increase like it was the case
in Europe where their magnitude had caused a rapid boost in industrialization.'”’
However, notwithstanding the significant discussion about the so-called ‘rapid boost in

industrialization’ in Europe, the Baghdad Railway had important local effects, which cén

'8 Gall, “The Deutsche Bank,” p. 77

"% Manfred Pohl, Von Stambul nach Bagdad: Die Geschichte einer beriihmten Eisenbahn
(Miinchen; Zirich: Piper Verlag), 1999, p. 123
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Table 6. Proceeds of Railway Companies in Several Years (in million kurus)

Passanger
Km Proceed Million

1913 1911 1913 1911 1907 1897 1911

Anatolian Railway
Haydarpasa-Ankara 588 589 61.7 41.4 28.6 34.3 2.80
Eskisehir-Konya 445 445 20.3 21.1 13.7 12.8 .19
Baghdad Railway 465 239 9.5 3.0 1.6 10
Mersin-Adana 67 67 10.6 7.7 3.4 2.1 .34
Mudanya-Bursa 41 41 3.1 2.1 1.7 1.1 10

[zmir Railways

[zmir-Aydin 610 514 68.0 41.2 35.5 25.3 1.91
Izmir-Kasaba 701 517 37.7 29.9 23.2 19.7 2.36

Source: Vedat Eldem, Osmanli Imparatorlugu, Istanbul: Tiirkiye s Bankasi Yayinlari, 1970, p. 163
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be analyzed in their own right, rather than sticking in numbers and growth rates of
overall Ottoman economy.

This would not mean that the big picture couldn’t help us to understand how the
Baghdad Railway paved the way of the involvement of the German Reich in the
Ottoman Empire. Without doubt, after the realization of the grandiose railway project,
new fields of business activity came into the picture and the people of Anatolia
experienced a partial and relative amelioration. It is, however, explicitly clear that the
empire gained guarantee funding up to a considerable sum of 107 Million francs from
1889 to 1917. The reports of the Ottoman Public Debt Administration also showed that
the tax revenue from the areas near to the Anatolian Railway increased, since the
opening of single lines, as much as two to three times. Thus, the increase in tax revenue
from the tenth in the period from 1889 to 1911 quantified as 153 Million francs.*

The foundation of the ‘Deutsche Levantinische Baumwolle Gesellschaft’
(German-Levantine Cotton Company) under the Baghdad Railway Agreement in 1903
was a definite signal for the new role of the German Reich, which was the growth of
cotton production in Anatolia. The company started to operate in 1904, when the
construction of the railway was in its first steps. It was also obvious that the German
Reich has already planned to foster its national market and to expand its involvement in
Anatolia.”"’

In a more general point of view, the construction of the Baghdad Railway has
consolidated Germany’s gainful position in the Ottoman Empire. During and after the

construction of the Baghdad Railway, German private entrepreneurs and German

290 pohl, Von Stambul nach Bagdad, p. 124
20 Quataert, Anadolu’da Osmanli Reformu ve Tarim, p. 233
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organizations brought up many other new moderate projects in agriculture,
transportation, mining, telecommunication, etc. Among these potential projects there
were also some eccentric ones. The only way to reach the Anatolian side of
Constantinople was steam vessels; so there was not any connection by railways between
two sides of the city. To this end, a railway bridge was planned, around 1900, so that the
“Orient-Express”, so to speak, could continue to Baghdad. Sultan Abdulhamid II put
forward to bridge the strait, in order to connect Europe and Asia with a rail line. The
projected huge “Abdulhamid Bridge” was planned to be constructed at the narrowest
point of the Bosporus, between Rumeli Hissar and Anatolia Hissar, where the strait was
only six hundred meters wide. However, the splendid Abdulhamid-bridge was never
built.””

From the perspective of the Ottoman side, the great Baghdad Railway project
would facilitate the economic development of thinly populated Anatolia. Generally
speaking, railways laid the foundations for an efficient system of agriculture and often
provided the initial impulse for industrialization. Additionally, what Sultan Abdulhamid
had in mind was that the railway would make it easier to move troops in the Anatolian
peninsula, which was also meant to improve the Constantinople government’s control
over the more distant regions of the empire.

Apart from the Deutsche Bank’s activities in Asia and South America, probably
the most spectacular risky foreign business enterprise undertaken by the Deutsche Bank
was its crucial involvement in the construction of the Baghdad Railway. As a result of
this project, from the turn of the century onwards it found itself in the middle of

diplomatic interests in the Balkans and became a factor in Germany’s attempt to become

292 pohl, Von Stambul nach Bagdad, pp. 132-133
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a world power.”® The peculiarity of the project lies in the fact that it was to be financed
only by German banks and this attitude drew international attention. The reason for this
was that the European great powers — France, Britain and Russia — were already
pursuing significant interests of financial, economic and political nature in the Ottoman
Empire.

I'V.1I. Agriculture: Irrigation Projects in Konya and Adana

In the post-1890 era, the railroads, penetrated deep into the grain-growing
regions of central Anatolia, connecting these areas with the world economy. The
Hamidian regime has believed that the improvement of agriculture, the most important
economic sector in the empire, would enrich the agrarian classes, raise agriculturally
derived revenues, and produce a more powerful Ottoman state. In this sense, the
agricultural reforms implemented by the government were efforts to create a more
productive and profitable agriculture directed toward the export markets. At the hearth
of these reforms lay the Agricultural Bank, established by the Ottoman government in
1888.%%

In establishing the Agricultural Bank, the government had the twin aim in mind,
of serving both as credit institution to the rural sector as well as the financier of the
agricultural reform. Additionally, the bank was also periodically called upon to service
fiscal needs of the state, however contrary to this naive expectation the bank was unable
to eliminate the particularly usurious lending rates.””® In this process credit was an
important factor in commercial exchange. As the competition among European forces to

export to the Ottoman market deepened, extension of credit to the Ottoman client

2% Gall, “The Deutsche Bank,” p. 67
204 Quataert, “Agricultural Reform in Ottoman Turkey,” p. 211
*% Frangakis-Syrett, “The Role of European Banks,” p. 264
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Table 6. Proceeds of Railway Companies in Several Years (in million kurus)

Passanger
Km Proceed Million

1913 1911 1913 1911 1907 1897 1911

Anatolian Railway
Haydarpasa-Ankara 588 589 61.7 414 28.6 343 2.80
Eskisehir-Konya 445 445 20.3 21.1 13.7 12.8 .19
Baghdad Railway 465 239 9.5 3.0 1.6 10
Mersin-Adana 67 67 10.6 7.7 3.4 2.1 34
Mudanya-Bursa 41 41 3.1 2.1 1.7 1.1 .10

[zmir Railways

[zmir-Aydin 610 514 68.0 41.2 35.5 253 1.91
[zmir-Kasaba 701 517 37.7 29.9 23.2 19.7 2.36

Source: Vedat Eldem, Osmanli Imparatorlugu, Istanbul: Tirkiye Is Bankasi Yayinlari, 1970, p. 163
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Table 8. Sectoral distribution of the foreign capital stock in the Ottoman Empire at the end of 1913 (Figures indicate sum of

paid-in capital and debentures in thousands of pounds)

Share
of
sectors
in the
French % British % German %  Other % Total %  total%
Railroads 23,247 49.6 4,588 9.6 17,248 36.8 1,785 3.8 46,868 100.0 63.1
Ports 2,206 69.1 409 12.8 576 18.1 3,191 100.0 4.3
Utilities 1,701 44.6 363 9.5 304 8.0 1,449 38.0 3,817 100.0 5.1
Banking 4,400 382 2,950 33.1 1,750 19.7 800 9.0 8,900 100.0 12.0
Insurance 450 81.8 100 18.2 550 100.0 0.7
Commerce 3,031 70.7 757 17.6 300 7.0 200 4.7 4,288 100.0 5.8
Industry 1,220 30.8 1,665 42.1 300 7.6 774 19.6 3,959 100.0 5.3
Mining 2,007 73.5 450 16.5 175 6.4 100 3.7 2,732 100.0 3.7
Total direct
Investment 37,262 504 11,282 153 20,653 27.5 5,108 6.8 74,305 100.0 100.0
Outstanding
state debt in
1890 (nominal
value) 75,300 53.0 19,900 140 29,900 21.0 17,100 12.0 142,200 100.0
Total 112,562 52.0 31,182 14.9 50,553 232 22,208 10.2 216,505 100.0

Pamuk, The Ottoman Empire, p. 66
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became a strategy to get entrance into a competitive market. In the same period,
especially after 1888 German banks offered overtly advantageous credit terms.

The highest average loan amounts were registered in the agriculturally advanced
provinces of Aydin and Adana. The agriculture of Konya province developed most
rapidly after the opening of the railroad in 1896, but its share of total loans remained
stable at about 7 percent both before and after the line was constructed. Although
agriculture in Anatolia was developing more rapidly than elsewhere in the empire, the
expansion of agricultural credit facilities in this region remained more or less in
proportion to the overall increase in bank operations.®

The 1888s was also the period when the Ottoman state adopted the second
program for public works. Generally, the state adopted three programs of public works
and the main target of them was the development of transportation. Although the
railways took priority over other transportation works, the draining of swamps,
irrigation, construction of bridges and ports were also important activities.”"’

From the German point of view, it is vital to deal with the Anatolian Railway and
the Baghdad Railway collaterally, rather than separately. When the Orient Railway is
taken into consideration, the whole railroad route gave the German Reich the ability to
involve in the Ottoman Empire both politically and economically. However, eight years
after the Deutsche Bank had received the Anatolian Railway concession, the Baghdad
Railway stood less than 10 percent complete; its construction was interrupted because of

the lack of finances, common vision, and the means to overcome problems on the

2% Quataert, “Agricultural Reform in Ottoman Turkey,” pp. 219-220

207 ilhgn Tekeli — Selim ikin, Cumhuriyetin Harci: Modernitenin Altyapisi Olusurken (istanbul:
istanbul Bilgi Universitesi Yayinlari), 2004, pp. 154-155
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construction areas.””® Nevertheless, the Deutsche Bank did not stay during and after
these wasted years and produced some new projects. Independently from the German
government, the administrator rank and financers of the bank continued to work to fulfill
their main aim, which was to reach Ottoman Empire’s unusually rich agricultural and
mineral resources, providing fuel for German industry and food for its growing
population.

Nonetheless, at the turn of the twentieth century, German and Ottoman officials
knew surprisingly little about the lands in the proposed railway’s path or the people
living there. The very speculative initial estimates of the railway’s profitability were
only based on travelers’ observations or a handful of unofficial regional surveys.
Besides, these reports were even not coherent and reliable; some described the
geography as a piece of land in paradise, while others claimed it as nothing more than a
desert.”””

The most feasible contradiction between the officers of the German Reich and
Georg von Siemens appeared in the possible risks of the construction of the Baghdad
Railway. Although Siemens signed the preliminary concession, he was suspicious of
finalizing the Deutsche Bank’s commitment to the railway until its risks were identified.
On the other hand, Marschall believed that the Baghdad Railway Conceésion was a
golden opportunity in the Ottoman Empire would soon fly out of window.

To minimize the possible risks and before making a more formal commitment to
build the railway, the Anatolian Railway Company demanded a meticulous survey of the

route to access the railway’s overall construction and operations costs. Surprisingly,

2% McMurray, Distant Ties, p. 40
2% 1bid., p. 42
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Sultan Abdulhamid allowed an immediate detailed scrutiny of the route. Formed in the
summer of 1899, the Stemrich expedition — named for its leader, German Consul
General Stemrich — had two bodies: one technical and one commercial. Each group was
comprised of several German architects, financial advisors, engineers, soldiers,
bureaucrats, and government officials. The members were in agreement to travel along
the proposed railway route from its western station Konya to Baghdad, and Basra in an
effort to determine the viability of the proposed Baghdad Railway project. During their
scientific journey, members of the committee would estimate the railway’s construction
and operation costs, its security risks, and the population density in the regions nearby
the route.?'’ Not surprisingly, the fact-finding mission was continually hindered by the
lack of reliable data. Accurate statistics on interregional relations and trade were not
available. Also, Ottoman officials were unable to provide them with any useful
information. As a final stage, the commission referred to available German, English, and
French consular reports for import and export figures for the Mediterranean port cities.
For other regions of Anatolia, they had to rely on their own estimated and useful
information gathered from local populations.*"’

In the province of Konya, the station of the Anatolian Railway placed in the
hearth of Anatolia, the Stemrich expedition toured the urban landscape that would soon
become the gateway of the Baghdad Railway. With more than one million population,
Konya served as a flourishing commercial center, integrated with an active bazaar stuck

between its standing Selguk structures. Stemrich was surprised by the city’s cleanliness,

210

McMurray, Distant Ties, p. 43
' bid., p. 44
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especially the stone houses in the city’s large Christian quarter that reportedly bore an
almost urban appearance.*'?

The landscape between Konya and the Taurus Mountains presented minimal
difficulties for construction crews. Nevertheless, there were lots of man-made obstacles
to transcend. Although the Ottoman state was responsible for land acquisition, as it was
clearly put into concession terms, local officials sought baksheesh from railway officers
before completing their assigned tasks.*"

On October 25, 1904, Sultan Abdulhamid’s birthday, the first 200-kilometer
section of the Baghdad Railway opened with great fanfare in Eregli. Keiser Wilhelm 1
welcomed the news of the section’s opening. In many ways, the Konya-Bulgurlu section
of the railway was an overnight success. Having easily beaten the deadline imposed by
the concession, the Baghdad Railway Company eagerly expected the promised reward
of annual guarantees, which would also be the necessary capital for the extension of the
rails to the more fertile Cilician and Mesopotamian plains. As a sign of this appreciation,
Sultan Abdulhamid I awarded Kurt Zander, director of the Anatolian Railway
Company, with the rare jeweled star of the Mecidiye Order for his years of outstanding
service in the Ottoman Empire.*'*

However, contrary to this celebration of the realization of Konya-Bulgurlu
section, a deep disappointment was the only thing the preliminary trade figures resulted
in. The reason for this deep dissatisfaction was that regional traders had no immediate

preference for the railway over the caravan. The German deputy vice consul in Konya

wrote that the recently opened section “had brought no noticeable change in the trade

212

McMurray, Distant Ties, p. 44
23 Ibid., p.53
2 bid., pp. 56-57
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traffic, because the hinterland of the Baghdad Railway lay too distant from the north and
too close to the southern ports.”*'* In the following two years, the income earned per
kilometer dropped gradually. The yields of this section of the Bagdad Railway continued
to disappoint the Baghdad Railway Company because the Konya extension of the
Anatolian Railway did little to regenerate the agriculture of the fertile plains surrounding
Konya. Before the construction of the Baghdad Railway, a shortage of labor emerged as
the major obstacle in the way of expansion of cereal production in the region when the
Anatolian Railway provided the transportation link.2'® So, in 1904, it has been already
apparent to the German side that both manpower and resources were in short supply in
Anatolia.*"

Throughout the nineteenth century, the Ottoman bureaucracy was very much
aware of these problems. The expansion of agricultural production, constituted the
primary source of fiscal revenue, depended essentially upon reducing the labor shortage
and providing inexpensive means of transportation. The population of Anatolia began to
grow during the whole century because there were large numbers of Muslim immigrants
from the Caucasus and the European provinces as these areas seceded from the empire.
Not surprisingly, immigrants were settled along the Anatolian Railway in Eskisehir,
Ankara and Konya. Additionally, there were also attempts made to settle the nomadic
tribes in regions where labor shortage was particularly critical such as the Cukurova

plain.?'® The distribution of state lands to immigrant families strengthened the existing

215 McMurray, Distant Ties, p. 57

'® pamuk, “The Ottoman Empire,” p. 105
27 McMurray, Distant Ties, p. 57

2% pamuk, “The Ottoman Empire,” p. 87
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small-middle ownership pattern.?"”

Another important outcome of the establishment of
commodity-producing households in large numbers and the availability of large amounts
of land was that the separation of direct producers from land accelerated and accordingly
the extreme difficulty of the emergence of wage labor was experienced.”?’

Furthermore, Pamuk refers to two developments of the 1880s: wheat prices
continued to depline rapidly, and the long-standing historical position of Germany as a
net exporter changed to a one of a net importer of wheat because of the remaining
industrial trend. Not coincidentally, the construction of the Anatolian Railway by
German capital started towards the end of the same process. On the other hand, because
of the technological backwardness of agricultural techniques and the permanent
indebtedness of small farmers, Germany has not been able to gain the expected increase
in the volume of rail shipments. Therefore, the Anatolian Railway Company, differently
from its basis of existence, was enthusiastically involved in the agriculture of the region
in the manner of extending credit to middle farmers for seeds, providing land
improvement schemes and presenting irrigation projects.?'

The most stimulating German endeavors in agriculture were the projects of
irrigation of Konya and Adana flatlands. Indeed, these noteworthy projects were thought
in parallel with German benefits. By irrigating the Konya plain, rapid growth in
agricultural production was aimed. Hence, in 1907, an agreement, in this manner, was
signed between the Ottoman Government and the Anatolian Railway Company, on
behalf of the Deutsche Bank. Water derived from the Beysehir Lake would be

transformed through irrigation channels, which would be built by the Anatolian Railway

1% Issawi, The Economic History of Turkey 1800-1914, pp. 230-231
% pamuk, “The Ottoman Empire,” p. 105
221 .

Ibid.
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Company, and so, there would be the opportunity to irrigate 46,000 hectares of the
Konya plain. Additionally, below the Beysehir Lake, the Karaviran Lake was planned to
drain and thus gained fertile land area (about 7,500 hectares) would be irrigated. The
Anatolian Railway Company delivered all of construction work to the “Company for the
Irrigation of Konya-Plain” (Gesellschaft fiir die Bewaesserung der Konia-Ebene), which
was recently founded in Frankfurt. Again, construction affairs were given to the
Company of Philipp Holzmann cooperating with the Anatolian Railway Company under
the new society. The construction time for the irrigation project was six years. Work on
this project could be completed in 1912. The railway construction in Ottoman Anatolia
also created a number of certain working places. Many residents achieved for the first
time in their lives payment of money for work they have done.””

It is essential to focus on the details of the irrigation project in Konya Plain by
paying attention to the Act of the Company for the Irrigation of Konya-Plain
(Gesellschaft fiir die Bewaesserung der Konia-Ebene.) The society was named in
“Society for the Irrigation of Konia-Flat” and had its center in Frankfurt. It was entitled,
upon decision of the Supervisory Board, to set up branches in other places.

The second and third articles of the act shows how the new company, responsible
with the irrigation of the Konya Plain, acquired an autonomous status. Namely, “The
Company is subject to the execution of some irrigation districts in Asia Minor, which

were overlapping with the Anatolian Railway route, on the basis of contracts obtained

32 Pohl, Von Stambul nach Bagdad, pp. 109-110
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by the Anatolian Railway Company.” (Article 2) “The duration of the company is not
for a specific period.” (Article 3)**

The Company for the Irrigation of Konya-Plain had a registered capital of
500.000 Goldmarks, which was shared between the companies Philipp Holzmann. &
Cie. Ltd. With 300.000 Goldmarks and Anatolian Railway with 200.000 Goldmarks as
regular deposits to apply, according to the Article 5 of the act. The Board of Directors
would decide additional payments as well as it would determine the dates and the
amount of deposits. In the case of delayed payment, may be connected to the defaulting
shareholders, a renewed call for payment should be determined and adopted within a
grace period, under the threat of exclusion with the part on which payment is required.
The call made by means of registered letter. The grace period would be at least one
month, according to the Article 8.7

In the first meeting of the shareholders of the company, held in January 30, 1908
in Frankfurt am Mein, A. Gwinner, director of the Deutsche Bank, K. Schrader, director
of the Anatolian Railway Company, Ms. Neeff, H. Ritter, and W. Holzmann,
representative of the company Philipp Holzmann & Cie. Ltd. had been elected as
members of the Supervisory Board, who had the right to vote. According to the 19"

Article of the Act of the company, Dr. K. Helfferich and Ed. Huguenin, who were

directors of the Baghdad Railway Company, and also the construction counselor Otto
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“=" BArch, Die Abteilung Deutsches Reich (R), Die Deutsche Bank, R, 8119 F /7709, Act of
Company for the Irrigation of Konya-Plain, p. 28
294

““" BArch, Die Abteilung Deutsches Reich (R), Die Deutsche Bank, R, 8119 F/ 7709, Act of
Company for the Irrigation of Konya-Plain, pp. 29-30

109



Riese, representing the Company Philipp Holzmann & Cie. Ltd., were appointed as
executive directors of the Company for the Irrigation of Konya-Plain.”*’

The Company had three offices, two of them in the Ottoman Empire and the
main office in the German Reich. The central office in Frankfurt, where Mr. Riese was
assigned as the executive director responsible for the general direction of the bargain.
The branch office in Constantinople, where Huguenin and Helfferich were assigned as
executive directors, had the tasks of representing the interests of the company in
Constantinople, conducting the negotiations with the Ottoman government, keeping the
connection with the Anatolian Railway Company, exercising the direct supervision of
the management of the construction. The other branch was in Konya and it was only
responsible for all construction activities.??

In accordance with the agreement about the irrigation of the Konya-Plain on
October 23, 1907, the Ottoman government had transferred its right of construction to
the Anatolian Railway Company, which executed the operation of construction
according to its own system and technique. The Ottoman government would secure the
funding of the irrigation project.””’

The agreement did not cover only construction operations under the conditions as
per contract, but rather it embraced all of the complementary construction operations
required for the realization of the irrigation project. The railway company had the right

to assign the director of the enterprise, who was the only responsible for all of the

22 BArch, Die Abteilung Deutsches Reich (R), Die Deutsche Bank, R, 8119 F / 7709, Protocol of
Company for the Irrigation of Konya-Plain, p. 43

7 Ibid., pp. 44-45

*7 BArch, Die Abteilung Deutsches Reich (R), Die Deutsche Bank, R, 8119 F / 7709,
Convention and Ledger Book of the Company for the Irrigation of Konya-Plain, p. 68
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decisions concerning the project. Nevertheless, the Ottoman government preserved the
right to prohibit any employer to work if it had significant and legally binding rationale.
In every six months, the Anatolian Railway Company was obliged to prepare a report
about the management of construction operations, the remediation of water quality,
etc.”®

The commissaire, who was appointed by the Ottoman government, was
responsible for solving the possible problems between the Company for the Irrigation of
Konya-Plain and third parties. Additionally, the Ottoman government had the obligation
to provide the general safety of the district, where the construction of the irrigation
operation was remaining.??’

The Company for the Irrigation of Konya-Plain had to submit a detailed
representation of the expenditures spent for the construction operation within every ten
days of every month until the expiration of the agreement to the Ministry of Public
Affairs. For a further supervision, the Ottoman Government assigned three of its
representatives. According to the agreement between the Anatolian Railway Company
and the Ottoman Government, the irrigation company would start to function until
August 28, 1913 when the Ottoman Government would start to pay in return. Every
year, the government should pay 150,000 francs for general expenditures, which were
controlled by the Ministry of Public Affairs. The Ottoman Government was not
dependent to the Anatolian Railway Company by giving concessions to the third parties

about fishing or other interests in the channels of the irrigation area.”*
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The Ottoman Empire also owned cotton, as one of the basic crops of the empire,
in the hinterland of Smyrna as well as in Adana. The growing conditions in the well-
known plain of Adana region, Cukurova, were positive. Despite severe labor shortages,
the Adana region rose to occupy the second rank among mechanized Ottoman yarn
producers. By World War I, the region possessed a remarkable industrial complex, with
over 40,000 active spindles, located in the hearth of the greatest cotton-producing
district in the Middle East after Egypt.>!

Cotton textile production in the Adana district expanded substantially in the
years immediately prior to World War 1. Two of the spinning mills integrated vertically,
acquiring important weaving capabilities, while expanding their spinning capacities as
well. Adana yarns were sold in Anatolia, a commercial network covering coastal and
interior regions as Silifke, Anamur and Antalya as well as Konya, Karaman and
Maras.23 2

The construction of the strategically important railways had caused the
recognition of two important statements that can be made about Anatolian agriculture
during the period 1881 to 1913: the first one is that there was a significant increase in
agricultural production; and secondly, this was accompanied by a noticeable extension
of the area subject to a commercial agriculture based largely on the cultivation and
export of a variety of cash crops.23 3

The links between most export crops, particularly cotton in this case, and the

international market, came more and more to be mediated by a variety of official, semi-

' Donald Quataert, Ottoman Manufacturing in the Age of the Industrial Revolution, Cambridge,

UK; New York: Cambridge University Press, 1993, p. 43
232 .
~~Ibid., p. 44
33 Owen, The Middle East in the World Economy, p. 200

112



official or commercial organizations specifically created to organize and ; of the empire,

production for processing and foreign sale. In the case of cotton productiip the well-

foreign companies taking a direct role in providing credit and in controllibor shortages,

the finished product.”** yman yarn
When the Mersin-Adana line became an important adjunct of the complex, with

Railway in 1906, Cukurova was connected to the capital and also to otheroducing

in the 1910s. The Anatolian and Baghdad railways, including their prope

appropriate to build the infrastructural framework for the establishment dalj y in the

import and export companies, according to the Deutsche Bank. The cons-ated vertically,

Adana-Mersin rail line made commercial exchange with the internationa; capacities as

possible. The worth of railways in general is a highly uncertain topic but: coastal and

argues that the ultimate impact of the railroad on the Cukuova is incalculan and

railroad promoted agricultural growth in the region and facilitated chang

tenure system so as to produce more cotton for export. Rise in agricultursd the

was achievable only because transport costs fell and the gain of cultivaton agriculture
While the cotton production in Cukurova was rising, the region byt increase in

field of imperialist rivalry among western powers. In the 1870s, the regigble extension

the supremacy of the British and French involvement in the trade of the ¢ation and

in the 1890s, there was an obvious increase in imperial competition as G

the scene. In a short period of time, Germans extended credit under favosse and the

Afterwards, they established direct shipping lines, such as the Deutsche ! official, semi-

between Hamburg and Mersin. However, in the beginning of the twentie

lution, Cambridge,

234 Owen, The Middle East in the World Economy, pp. 204-205
> Thobie, Intéréts et Impérialisme Frangais, pp. 172-173
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Germans began to “change the nature of imperialist rivalry.” When Germans realized
that it was difficult to compete with the Americans in the sale of agricultural machinery,
they began to invest directly in railways and in agricultural production.236

At the end of the nineteenth century, Konya obtained most of it imports from
Mersin and periodically sent export goods to Izmir, Istanbul via Mersin. When the
Anatolian Railway reached Konya over Eskisehir, the commercial traffic of hinterland
moved to Konya and from there, to Mersin, the nearest por't.237 Moreover, for small
towns such as Nigde and Eregli, the cheapest route to Mersin still passed through the
caravan routes. Therefore, the line between Haydarpasa-Konya, Izmir-Dinar, and the
Nigde-Mersin caravan route constituted the main routes of the hinterland.**®

Not surprisingly, cotton was the principle export item to Germany. In the growth
of cotton production in the Cukurova plain, the “German-Levantine Cotton Company”,
with its headquarters in Dresden, had a large share. The company, founded in 1905,
whose registered capital was mostly in the hands of the Deutsche Bank and one of its
Turkish subsidiaries, the “Port Company of Haydarpasa”, was established in Adana and
Izmir with two branches. Experimental gardens and the factory of the firm were in
Adana on the Baghdad Railway. They were initially concerned with the acquisition of
cotton, but also operated built model farms and agricultural schools. In addition, the
company also encouraged the sale of cotton to Germans. It bought the cotton directly

and transported it to Hamburg. The organizations ran in order, and so, the cotton

company achieved from the beginning high profits and considerable reserves. In
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addition to its own activities, the German-Levantine Cotton Company founded in 1907
the “Anatolian Industrial and Commercial Company”, which built a stamping plant in
Adana while previously only hand-pressed cotton-balls came into commerce circulation.
The cotton was mostly exported to Germany in return for agricultural tools and
machines were imported.”*” Following the German commercial activities, a branch of
the Deutsche Orient-Bank was opened in Mersin in August 1909. Tarsus and Adana
branches were opened consecutively. After the Ottoman Bank, this new bank was quite
active and bought almost half of the cotton produce and provided further mercantile
credit. More critically, the bank became the most important investment venue for both
governmental and private enterprise.*® Meltem Toksdz brings a very important
implication that “from the banks to factories, from the industrialists and merchants to the
companies of both rail and naval transport, the Germans worked together in close
association.”**! Actually, this was definitely a method of economic involvement and in a
short period of time, German commercial activity exceeded all other activities of
western powers in Cukurova.>*?

In general, the activities of German organizations funded primarily by the
Deutsche Bank helped to increase the cotton production in the Ottoman Anatolia from
60,000 bales in 1904 to 92,000 bales in 1908.**> However, problems started to be
frequent because of flood of Seyhan River. Therefore, the Anatolian Railway Company
was charged with plans for the construction of an extensive irrigation plant, similar as in

Konya, by the Ottoman government in 1909. There was no longer a tender for the work,

=% Pohl, Von Stambul nach Bagdad, pp. 110-111

% Toks6z, “The Cukurova,” p. 191

! Ibid., p. 193

*2 1bid., p. 194

%3 Henderson, “German Economic Penetration,” p. 62
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as the financial situation of the empire, caused by the war events in the Balkans,
annihilated all the preparations made.***

However, Germans’ attempt to irrigate the Cukurova was not the first effort.
Baron de Vendeuvre, the financial director of the French-British company, which
handled the concession of Mersin-Adana line, considered any French involvement in the
irrigation of the plain.**’

Irrigation projects, in general, were treated as a notable method to improve
agriculture. Although many of irrigation projects were not completed successfully, it can
be argued that western powers aimed to transform traditional methods of agriculture,
which were treated as the main cause of low agricultural production. In 1905, the
Deutsche Bank directed and controlled only the irrigation project of the Konya plain in
the first part of the Baghdad Railway. The Ottoman government demanded that the
Deutsche Bank make surveys for a similar activity on a larger scale in Cukurova. As
mentioned before, in Konya, only 50,000 hectares were waiting to be irrigated. The cost
of this irrigation project was four million dollars. In the Cukurova, 500,000 hectares
awaited German irrigation. The Deutsche Bank respected its task to be “making the
Cukurova another Egypt” as it was ready for further cotton production.”*® However, the
Deutsche Bank was not able to complete the project successfully.

There was another option to increase production of cotton: establishing an estate

through the German-Levantine Cotton Company.**’ As mentioned before, the company

established mechanized farms, provided low-interest credit to cotton farmers, conducting

¥ Pohl, Von Stambul nach Bagdad, p. 110

** Tokséz, “The Cukurova,” pp. 142-143
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training courses on cotton for the farmers, and sought to increase the quality of cotton.
To succeed all of these undertakings, the company leased a farm of thousand hectares
near Osmaniye.***

Konya and Cukurova were among important regions of major agricultural
production in the Ottoman Empire. Great improvements in agricultural production were
recorded during the integration of the Empire into the world economy. In the following
years after the German involvement generally in the Anatolian peninsula, the
agricultural improvement reached its zenith until the beginning years of the World War
I. As it is observed in these two cases, Germans had taken the organization of the capital
very seriously. Like in various projects of construction of railways, the Deutsche Bank
was the main actor in different undertakings, which aimed primarily agricultural
improvement and growth in export of agricultural goods.

[V.I11. Establishment of the Match Monopoly (‘Kibrit Monopolii’)

The establishment of a match monopoly is one of the cases, which shows
relations between German institutions and other European institutions on the one hand,
and German institutions and the Ottoman government on the other.

It was the year 1900 when the plan for the establishment of a match monopoly
came into question for the Deutsche Bank. Because the Deutsche Bank did not have any
branch in Constantinople, instead the Anatolian Railway Company was functioning like
an office of the bank. So, correspondences between the Anatolian Railway Company
and the central office of the Deutsche Bank in Berlin are crucial to reach the facts about

the activities of foreign investors and representatives of the German Reich. From these

*® BAA, PA, Einfuhr landwirtschaftlicher Maschinen in die Tiirkei, (6725), Special Report on
the Anatolische Baumwoll-Dampfpresse-Gesellschaft, 1 July 1909-1930, June 1910, 26 September 1910,
p. 81 in Toks6z, “The Cukurova,” p. 262
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correspondences it is not possible to study the complete implementation of the match
monopoly as a project; but rather they constitute a good example of imperial struggles
between Britain, France and Germany.

Once the establishment of the match monopoly was brought as a case into the
consideration of the Deutsche Bank through the Constantinople office of the Anatolian
Railway Company, it was a man, namely S. de Goldberger, who asked for the financial
support of the Deutsche Bank for the construction of the monopoly and establishment of

a bank, having both German and English capital behind.**’

The director and delegate of
the Anatolian Railway Company, Dr. Kurt Zander, in his report wrote that he is under
the authority of the administrative board of the Deutsche Bank, whose head is Siemens,
while he is also the director of the Deutsche Bank. So, he kindly explained that the
decision of giving financial support to the establishment of a match monopoly could be
only made by the administrative board of the Deutsche Bank.

Nine months later, Schlesischer Bankverein tried to get information about the
establishment of the match monopoly from the Deutsche Bank. The bank asked for

250

available contacts to get involved in the business.”™ The Deutsche Bank immediately

answered Schlesischer Bankverein’s inquiry that the Deutsche Bank had no information
about financing of the Turkish match-monopoly.*”'

Following these correspondences, the Deutsche Bank and the Foreign Office

channeled their interest in this issue. In a private visit by Mr. von Huhn to the Anatolian

*%% Bundesarchiv Berlin-Lichterfelde (hereafter BArch), Die Abteilung Deutsches Reich (R), Die
Deutsche Bank, R, 8119 F /7625, Dr. K. Zander, Finanzierung des Tiirkischen Ziindholz Monopols, 20
November 1900, p. 6

*% BArch, Die Abteilung Deutsches Reich (R), Die Deutsche Bank, R, 8119 F /7625,
Schlesischer Bankverein, 23 August 1901, p. 9

! BArch, Die Abteilung Deutsches Reich (R), Die Deutsche Bank, R, 8119 F / 7625, Die
Deutsche Bank, 24 August 1901, p. 10
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Railway Company in Constantinople, Dr. Kurt Zander, director of the company, took the
issue of match-monopoly into consideration, and the focus point of the interview was the
growing attention of Austrian investors. The Foreign Office was also aware of the
Austrian threat and the forces of these investors within the empire were interpreted very
unpleasantly by the Foreign Office under three headings: first of all, the interest of
Austria in the question of match monopoly; second, the total hopelessness of the whole
plan and finally, there was a wide concern that Germany would be discredited because
of these private investors and also there would be a possible blockage of the Reich’s
beneficial plans because of high risk about the issue.”**

Three days before Mr. von Huhn’s visit, Dr. Kurt Zander wrote to Siemens about
a German group of entrepreneurs who pursued the establishment of the match monopoly
in the Ottoman Empire. Furthermore, the leader of the German financial group, Mr.
Grossholz, had an intimate relationship with the general director of the Deutsche Bank
and he already had a negotiation with Siemens about financing of the match monopoly.
However, the Foreign Office in Berlin had some suspicions about financing this project,
because the Ottoman government was not aware of it. The Foreign Office was also
afraid of possible objections, which could be raised by other powers when they were
informed about the project; and more importantly these objections could be a factor to
decrease the chances for the construction of the Baghdad Railway.?>

In the beginning of the next month, Zander gave more detailed information about
the match monopoly. The German group was ready to pay the annual rent requested by

the Ottoman side. There is also a calculation: If each of ten million inhabitants needed
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daily ten matches, and hundred matches cost twenty Paras, so a daily gross revenue of
5.00 Ltgs (5 £ = 125 Francs = 5.50 Ltq in 8.5.1912) would appear, therefore 1,800,000
Ltgs per year, or after deduction of fifty per cent expenses 900,000 Ltqs would be the
net profit. More importantly, Zander wrote about possible objection from English,
Austrian and ltalian sides; so there should be negotiations to compromise with the
manufacturers of these lands.”*

The Deutsche Bank and its intermediary institution, the Anatolian Railway
Company in Berlin, had come to a mutual understanding that the pursuers of the project,
leaders of the German financial group, were not supported and favored by the Foreign
Office, at least by the Oriental Department although they were high-ranking
personalities. The request for the financial support of the project was not accepted with
the motivation that the implementation of the project would be a hopeless adventure.?>®
Therefore, the Deutsche Bank did not change its temporary position in terms of
financing the construction of the match monopoly.

[t can be argued that the Deutsche Bank had a general policy of isolation from
alternative and risky projects during the negotiations on the concession of the
construction of the Bagdad Railway. Correspondences between the Deutsche Bank and
the Anatolian Railway prove that there was a consistent endeavor to assess the ongoing
phenomena. The representatives of these institutions were also waiting for contribution

of the Foreign Office, especially in the sense of collecting necessary information about

private investors or financial institutions of other Western powers.

% BArch, Die Abteilung Deutsches Reich (R), Die Deutsche Bank, R, 8119 F / 7625, Dr. Kurt
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Until the end of the year 1904, correspondences about the establishment of the
match monopoly discontinued. However, circa three years after the last message about
the issue, the director of the Anatolian Railway Company, Kurt Zander, sent an
important note to the director of the Deutsche Bank, A. Gwinner. He wrote that there
was an article published in the Newspaper of New Hamburg Hall of Stock Exchanges
regarding the alleged efforts of Austrian cartel wanted to obtain the match monopoly in
the Ottoman Empire. He continued that the Anglo-Austrian Goldberger de Buda,
representing the Austrian cartel, lingered in Constantinople and was active in the same
matter.”>® There is again a rupture until September 1908 when Zander wrote another
important message about British efforts to obtain the match monopoly. Lord Denbigh, a
member of the Board of Directors of the London Joint Stock Bank, and Mr. Springer,
son of a supposedly rich and famous Baron in Vienna, were showing great endeavor to
obtain the match monopoly; and additionally, they had multiple meetings with the
Ottoman Minister of Finance in this matter. This time, an investor, namely Goldberger,
had a chance to find a connection with a group of financers in England and Austria.
Although representatives of the Anatolian Railway Company could not learn nothing so
far, with what kind of propositions these people came, they affirmed that there was a
notable capital behind these investors and their steps would be bolstered both by English

and Austrian ambassadors. At the end of the note, Zander also made a significant

¢ BArch, Die Abteilung Deutsches Reich (R), Die Deutsche Bank, R, 8119 F/ 7625, Dr. Kurt
Zander, about the Austrian cartel’s activities to obtain the match-monopoly, 22 October 1904, p. 20
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contribution that the Deutsche Bank should follow these efforts in London and Vienne if
it was still interested in this business.”’

Five days later, the Deutsche Bank in Berlin asked the London office of the
Deutsche Bank for a general information about Lord Denbigh and his meeting with Mr.
Springer in Constantinople in order to gain the match monopoly.**® The London office
of the Deutsche Bank answered immediately. According to this answer, Lord Denbigh
came from an ancient aristocratic family, having no considerable wealth and he was
about fifty years old. He played a certain role in Catholic circles —might not be important
for business, but rather he might be rated well among those aristocrats, who could
increase their income by their titles through supervisory board bodies. There was also a
list of companies of which Lord Denbigh was a supervisory board member. The London
office also made a commitment that they will continue to investigate these British
investors who were cooperating with their Austrian fellows to get an advantageous
position to obtain the match monopoly.259

According to these last correspondences about the establishment of the match
monopoly, the Deutsche Bank and its subsidiary institution the Anatolian Railway
Company were still interested in match monopoly although the Deutsche Bank had not
accepted to finance the project. The role that the Anatolian Railway Company had
played was also very critical because the company worked like a cdmmunication agency

of the Deutsche Bank. Any information, which would be interesting for the Deutsche

7 BArch, Die Abteilung Deutsches Reich (R), Die Deutsche Bank, R, 8119 F/ 7625, Dr. Kurt
Zander, general information about English and Austrian efforts about the match-monopoly, 25 September
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Bank, was delivered to Berlin. In this case, the information looked like critical because

of the interest of other ‘rival’ western finance groups.
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CHAPTER V
CONCLUSION

The unification of Germany effectively altered the wider structural conditions to
which the economic development of the late Ottoman Empire was exposed. In analyzing
the developments in the economic relations between the Ottoman Empire and Germany
between the years of 1888 and 1914, | argue that railway and other infrastructural
transportation constructions, financed and operated by the Deutsche Bank and companies
under its patronage, opened the way for further German involvement.

This thesis attempts to set the historical context, in which Germany became a
capitalist European power and attempted to expand its area of economic influence into the
Ottoman Empire for almost three decades. Before discussing the growth of finance capital
in relation with German industrial development, the chapter deals with different
historiographical approaches on German unification and the meaning of Germany’s
peculiar position in the world history. German economy had been increasingly integrated
in the world economy. Accordingly, emerging nation-states in relation with different
segments of national capital had crucial roles to play in geopolitical and geoeconomic
conflicts.

Throughout the nineteenth century, modern state formation in Germany went hand
in hand with the growth of industrial production and realization of finance capital. The
German state had played a crucial role in the process of accumulation of industrial capital
through the institutions of finance capital. So, the state was a critical actor during the

formation of the Second German Reich.
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Moreover, different perspectives on the inevitability of capital expansion,
especially in terms of foreign investment are discussed. During the late nineteenth century
Germany like other European countries had a growing rate of foreign investment and
foreign trade. Therefore, the emergence of finance capital in Germany cannot be treated
separately from European economic history. Yet, German experience, likewise banking
played a crucial role in the economic development of England and North America,
differed from that of the rest of the continental Europe. In Germany, financial activities of
major German capital groups had started to play a key role in global financial system.
Increasingly internationalized activities of these groups led to the emergence of the
Deutsche Bank as a universal financial institution, which aimed to combine the functions
of commercial and investment banking, and they additionally served as investment trusts.
After the consolidation of its position in Germany, the Deutsche Bank tended to function
as universal bank in proper. The Deutsche Bank assisted German investors by taking
great risks and by supplying necessary information, which firms were in need to realize
new opportunities of investment.

Accordingly, Deutsche Bank’s aim from the start was to get on the same level in
world trade compared with the favored position occupied by the British banks. As a
component of growing finance capital in Germany, the Deutsche Bank was founded with
a fundamental aim of offering German merchants the whole range of banking services
required to transact foreign trade payments. Additionally, great enthusiasm of the
decision makers of the bank to expand growing banking capital to other ‘underdeveloped’
regions of the world indicates that the entrance of the Deutsche Bank into the Ottoman
market, by taking the concession of Anatolian Railway in 1888, should be considered

within the context of German involvement in Ottoman economic development. Certainly,
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this can also be considered in terms of German Reich’s motivations to expand the area of
political influence.

With these considerations in mind, it had been discussed in the first chapter that
an appropriate answer to the question whether the Deutsche Bank was an actor or
instrument of the German Reich should be dealt with its different dimensions. On the one
hand, concerning the construction of the Baghdad Railway, the Deutsche Bank to a
certain extent fulfilled its instrumental role for the wishes of Kaiser Wilhelm 11, on the
other hand economic collaboration of the Deutsche Bank and other German financial and
industrial institutions had intensified in volume during the construction and after the
realization of the Baghdad Railway project. This meant that the Deutsche Bank depended
on the German Reich for expanding its financial activities and the German Reich’s
immeasurable desire to increase its political influence towards the Ottoman Empire could
be only realized by expanding activities of German capital groups through other regions
of the world; in this case, the Ottoman Empire. This situation indicates that those motives
and activities should be considered within the terms of state-capital relation.

Within the context of the late nineteenth century the relation between German
capital and state could be understood in the sense of economic transformation of the
Ottoman Empire in this period, which is discussed in the second chapter. This
transformation process also points to the increasing involvement of European capital and
peripheralization process. Among activities of European capital in the Ottoman Empire,
Germany had a peculiar position in terms of long term industrial, commercial and
financial interests.

In the 1880s, the Ottoman Empire had been subject to intense inter-imperial

rivalry. With the foundation of the Public Debt Administration in 1881, which prepared
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an orderly and timely process of debt repayment upon the maintenance of monetary and
financial stability, a convenient environment for the flourishing activities of foreign
capital was secured. As a result, by the end of the decade, foreign capital flows were
restored and competition among foreign capital groups accelerated.

The Ottoman state supported foreign capital groups especially with regard to
investment projects, which were crucial for economic transformation. The most attractive
candidate was the Deutsche Bank since its motives to expand different regions of the
world economy to realize higher level of profits and transactions. Moreover, a strong will
for political and economic cooperation had already existed between German Reich and
Sultan Abdulhamid. From railway construction and irrigation projects to match monopoly
and other investments, the Deutsche Bank had been the central figure for this
collaboration and Ottoman economic transformation after 1888.

For the German Reich and capital groups, railway construction would mean
economic involvement and activities for further realization of capital and profits in the
Ottoman Anatolia. Furthermore, the Baghdad Railway project would be a symbol for
Germany’s imperial power. Before German involvement, there were other railways
constructed by Britain and France, however none one of these could outweigh the
concession the Deutsche Bank achieved to build the Anatolian Railway, with future
extensions to Baghdad. This would also mean that Germany had taken advantage in the
intense competition among European states. For the Ottoman state, railway construction
would be decisive for Ottoman economic transformation and centralized control over
these regions. Railways and other similar infrastructural investments facilitated

commercial relations with Europe as well as constituting the first direct investment of

foreign capital in the Empire.
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The second case analyzed in the last chapter is extensive irrigation projects in the
Anatolian region, specifically in Konya and Cukurova plains. In the post-1890 era, the
railroads, penetrated deep into the grain-growing regions of central Anatolia, connecting
these areas with the world economy. Thanks to the construction of railways in the
Ottoman Anatolia, the Hamidian regime projected that the improvement of agriculture,
the most important economic sector in the empire, would enrich the agrarian classes, raise
agriculturally derived revenues and finally create a more productive and profitable
agriculture directed toward the export markets. Whole combination would bring a more
powerful Ottoman economic formation into fruition. For German side, considering in
connection with railway construction and administration, infrastructural formation of
expanded agricultural system would provide huge benefits because of supply of cotton
and wheat towards Germany. It should be also noted that Cukurova region was peculiar in
terms of projected concentration and scale of foreign investment (thus, a foreseen greater
transformation) due to earlier ventures conducted by other European states, namely
France and Britain. Therefore, the region had a particular importance for inter-imperial
competition. However, projected plans and dynamic economic environment in Cukurova
region had stopped due to inter-imperial competition led to the World War .

The last and most interesting case is the Match Monopoly (‘Kibrit Monopoli’). It
is interesting because of the fact that it is a good example signifying the level of
competition between European capital groups. Although projecting a match monopoly is
a risky venture due to scale of economics, it should be understood in terms of German
capitalist interests coming late into the Ottoman Empire when compared to earlier

extensive undertakings by French and British capital groups.
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Four results can be summarized on the activities of the Deutsche Bank (under the
supervision of the Anatolian Railway Company). The first outcome is that activities of
the Deutsche Bank should be understood within the context of inter-imperial rivalry
between great European powers. The second outcome is that operations of the Deutsche
Bank both represent the interests of German Reich and German capital over Ottoman
territories, the peculiar relation between them and dynamics of German involvement in
Ottoman economic development. The third point in consideration is that those activities
of the Deutsche Bank were crucial for the Ottoman economic development and further
integration of the Empire into the world economy, which was an inevitable process in the
first phase of globalization. The fourth and the most important result sukggested by the
thesis is that the Deutsche Bank had become instrumental for fulfilling the interests of the
German Reich, German capital and the Ottoman Empire. Therefore, the German
involvement in Ottoman economic development was a bilateral process and the relation
between the German Reich and the Ottoman Empire is not simply a dependency relation.
Activities of the Deutsche Bank and motivations of the German Reich were crucial for
the Ottoman Empire to support investment projects on the way towards Ottoman
economic development. The particular relation between the German Reich and the
Deutsche Bank is also two-faceted. The Deutsche Bank had been instrumental for the
German Reich’s desire to expand its political influence, but also an autonomous actor

representing German capital groups’ interests over Ottoman Empire.
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APPENDIX A

Construction work on the Eskisehir-Konya line of the Anatolian Railway
Source: Pohl, Vom Stambul nach Bagdad, p. 45
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Construction work on the Eskisehir-Konya line of the Anatolian Railway
Source: Pohl, Vom Stambul nach Bagdad, p. 45
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Construction work on the Eskigehir-Konya line of the Anatolian Railway
Source: Pohl, Vom Stambul nach Bagdad, p. 44
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Construction work on the Eskigehir-Konya line of the Anatolian Railway
Source: Pohl, Vom Stambul nach Bagdad, p. 44
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Jam lock in a canal in the Konya plain
Source: Pohl, Vom Stambul nach Bagdad, p. 110
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gegebenen Stimmen erforderlich, wihrend im Gibrigen
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Monatsirist seit der Besehlubissung bei der Gesell-
schaft 2 erheben

IV. Bilanz und Gewinnverteilung.
§ 32

Das Geschiftsjahr ist das Kalenderjahr.

Ausnahmsweise dauert das arste Geschiftsjabr der
Gesellschalt von der Konstituiesung bis zum 31, De-
cember 1008,

§ 33

Die Geschilisfithrer sind 2u ordnungsmialiger Buch-
fithrung nach kaulminnischen Grundsitzen unter Beoh-
achtung der §§ 38--44 des Mandelsgesetzbuchs ver-
pilichlet,  Fir die Bilanz ist isbesondere noch  der
§ 42 des Uesetzes belr die Oesellschaften m, b, H.
mafigebend.

Die Bilanz nebst einer Gewinn- und  Verlust-
rechinung sind von den Geschiftsfahrern i den ersten
G Monaten nach Schlofb des Geschiftsjahres au ent-
werfer und alsdam vom Aufsichtseat w0 prifen und
festenstelen,
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Uber diie Gienelimigiung der Rk sowie iiber die
Vierteilung des Reingewinns  heselliefit die Versamm-
tung der Ciesellschafter.

Bie Genelimipung  der Bilanz sehbefdt die Foi-
lasbonge der Clesehititstilirer wimd des Aunfsiehiseats i el

Vo demr aus der Bl sich creehenden Sein-
wewin erhialion

die Ciesellselafler eine kunmlative Dividende
bis 2t B a0 and die einbesalilien Stnme
el nlagen.

Vi dery verbleibenden Betoge erlalten aumichst
div Geschidlisinhoer die vertragsmatipen Cewinnleeili.
pamglen. Der Rest stebl cor Verfiigune: der Ciesells
sehafterversasmmdunge, Soweit dicse michit sders be
selileele, erhi@lt dee Aufsichitsrat eine i von der Cie-
seilschafterversamiung etwa 2y bew illigrenide Vergiiimy,
Der Rest wird alk superdividende verteilt,

V. Auftésung und Liquidation der Gesellschaft.

Die Gesellschaft wird aufgelst durch Beschiluly der
Gesellschafter,

§ 35

Die §§ 723740 BOGB. finden keine A neneding,

Stirbt eivt Giesellsehiafier, so gelit sein Anteil auf
seive Erben fiber.

b dibrigen gebt ime Falle des Ausscheidens vines
Gesellschafters dieser seines Anteils und der daraud e
Jasteten Emabdungen verlustiy, ohne dald i ein
Amsproch auf Entschidiguny zusteht,

Sollten auf des Anteil des ausscheidenden Gesell-
schafters noch: Betriipe riickstiondip sein, so hivibe der
Clesellschafter wepen  des Asistalls verhafter, den die
Lreselbschadt an diesen Betriigen oder dent etwa spuiter
awd den Aeterl einpeturd erten Eivaahlungen erleidet,
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Die anfgeloste Ueselschift witt n Liquidation,

Phiese wird dureh die Gesehditsfiheer vorpenomimen,
wenn sie nieht durch die Clesellsehaitervesamntlyng
andeven Persnen dberteagen wird

%

e Ciguidimtoren: Baben,  sofern nicht vin amleres
Beswchloemsen wird, die Vertretirgsmadd der Cieselifts.
febrer. Sie habwen den Noamwn der Ciesellacliais it
dem Zusate o0 Diguidation su seivhien,

e Abberainng der Prpndatoren efolgt dureh
den Mubsichisa,

1T

B o Pecndigung der Diguidation kowmmen, on-
Pesclidet der Saldsung der Clesellsehalt, die Ab-
sohpitte 1 IV der Satetng e Anwendung,  soweit
csieh amieht aus dem Wesen der Diguidation cin anderes
ergibt. hsbesondere sind wihrend der Biguidation
auch Statutendnderangen statthaft, Talls sie den igui-
dativisaweck su ordern seeipret ersehein,

b

[he Liguidatoren haben die Verbindlichkeiten dey
Cieselbschaft #0 benchiipen,  dic Perderingen  sinow.
dchien und die Bufenden Geschifte su beendigen, Sie
Rinnen weue Geschiite jeder At oabselilicBen,  welehe
aul wine angemessene Verwaliung oder Verwertung
des Vermdgems abeelen

L

B
Die Verteilung des Lguidationseeldses darf nicht
visr Tl oder Swehersielhung der Schelden der e
selischudt preschelen,
Mebler sieh vin bekamter Ciliubiper nicht, <o it
der wescholdete B, wenn die Bereebtiponge sur
Flosterivenme vorlumdes s i doe il o
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Wietertepen, st Jic Berichtipusg einer Verbindhohbent
wivht aesfithebar oder i3t eine Verbindlichiit streitig,
vl dlie Verteihage des Vermdgeres oar erfolren,
wenn denn Gilisbiper Sicherhet gedestet st

g i

e hersaeh verbleibende Vermigen wird anter
Cuvellsadiafter  pach desn Verbilmis der Aotere
vertetlt, Soeeit sich dabed cin Uiewinn uber das cine
pezahlie Stasmwmkapital Binans erpibl, sind - besighch
desselen die Vorschriften des § 18 entsprechemd an-
Auweder,

Zum Saceck der Verteilung st das Vermdgen i
Creld pnsasciaen, wene  div t peseblac baftorersamm-

burige vicht i anderes bescehilielit,

e e
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Sadna Crupps habs sich wor atwa 8 Tapsn an dle Daktache
pansndt umd bel glessr aline gawig%w'ggﬁﬁigikﬁit Togigtelisn
moamnen. Br komws zo omiv, usm mich su fragen, ob fch mich hapeit

g wndtergtuetren wnd svsntoesll

Tivden wuarde, Liv
: ain Drprmensriedten mit ssiney Srupps oo beffuaredrien. Oase fSin-
Arage var mit darartigen Lobesarhabmngs Cusr mich vorbraamt,
dugs mir gang wetal dabsl wrds.

‘ Pugr waitara FEroeffrengsn veber seins Beglehunpso zur
v Pegteohen Bk werlangte der Heer Sdabkredlon. Mepss Anginnan

. habe i:h zurusskgewlemen, mit dem wiedarholten Pemarkaen, dass foh
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leh mich zuwor dervebar i BHarrn von Sssmens Ing Beneheen pa-
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. ity S . Eariin, den 10.0kteber 1901,

D Aﬁ.&f‘f&ﬁ'gg"

Direaktion der ‘
Bacidtd du Themin e FeroOttomen dlanatelle,

Sonstantinepel,

W W r-m»oép P T g 3
R Iah srhielt s.2, ihr gufip Eﬁhfnibﬁﬁ vim B0, LA,

A{Ho, 1asd}, von dessen Inhalt 3&& m&t Zniwranat Khnntnias FeTtmn

Mbﬁa

Usher die Eﬁrargnita aruﬁhxiﬁn E@uﬁrebungaa dar Herven
@raahw:a, Hartogensis pp. betr, ?ﬁnéha&&m&héﬁbl 162 dlensniis
den Herrn Legaticnerat Rosen aufd d@a Agsuartigaﬁ Amy xitiuﬁiuﬂgmw
pemmoht %mrﬁﬁgf wit deam Hinsufdgen, Jdass dls iostoldischs Bahn -
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Grtantall schs Degernad f8nre - dispald Ba in &éiﬂaf ﬁsi&& bafir=
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e Protekioren phihils, wis z.ﬁg ﬁin Vige*Prmsidontaﬁ des Hargsn-

bAvBEE, Barsn v, HanteulTsl, der mn ,gur ‘A Avswilriigen Kmt

ven den ehancelosen Ausslohbsn ﬁai@h@? Benlthurgen wisleng noch

alest kabe (herzeugsn k¥nnen,
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dos Profekise mltwsuewirken ganaigﬁﬁ;§£2 int wbeehllgly basclleden
Forcen mit der Wotivirung, dass méﬂtﬁﬁﬁﬁ Durohfihrung Tir auas-
sichtalon halne, Die Cople alna% Ehﬁirgiﬁalﬁh@ dar Deubpchen Bank
bal dlesor Celegenhialt rwerks Pr@f&ﬁg der Prage dberlsssen wurde,
Tigs ich gu Threr Kenainissnahms hui. -

Inre mie in Abeshriti mitga%ailta éﬁrramp&ndan» mit
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&&ahxehtuﬁgurnxil
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Lo Bexug aul dis RifTern dag ?iﬂatﬁiruﬂguwunﬁ ﬁ’ﬂ%&tiii%ﬂ&#gia&s
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