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Introduction
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inancial institutions play a central role in the 
building and development of regions and coun-
tries for the benefit of the societies that exist 

there.  When new countries were created, independence 
established, or peacetime re-building started, financial 
institutions were there to make it happen.  But you cannot 
build effectively without a good plan and a strong founda-
tion, and the papers in this volume show how crucial archi-
val institutions are to the quality of that foundation.  These 
papers demonstrate that archival institutions and the hold-
ings they care for play an instrumental role in the act of 
development, providing a blueprint for understanding 
past decisions, outcomes, and innovations. Archival insti-
tutions make that evidence available widely for the benefit 
of society now and for future generations. In the process, 
archives help us to examine our past, understand where 
we’ve come from, and discover how we can move forward 
with greater insight and success.  

The papers in this volume are different from one 
another, representing different parts of the world, different 
time periods, and use different types of primary and archi-
val sources.  However, a commonality emerges via three 
key concepts.  First, the concept of building is not static or 
immovable. The act of building, as seen through the lens of 
the past, is dynamic and ever evolving: a fluid process that 
responds to shifting circumstances and changing ideas. 
The documentary evidence preserved in archives reveals 
that building is constantly in motion. Whether it be a system 
of canals in Spain, a stabilizing institution during geopolit-
ical disruption in Poland, or the structures of a European 
university, each form of “building” depends on under-
standing the ever-changing nature of the environment. 
These are not just constructions of physical infrastructure 
but also shifts in the values, priorities, and resources avail-
able to societies at different points in time. Archives pre-
serve these dynamic stories. 

Another concept that emerges from the papers in this 
volume is that building often represents a leap of faith. The 
expression "If you build it, they will come" captures the 
hopeful essence of this risk. One successful risk you will 
read about in this volume reveals the history behind the 
transformation of an industrial area in Germany. However, 
investments in building are often undertaken without cer-
tainty of success. Some of these papers illuminate building 
works that failed to deliver on their promise, leaving a leg-
acy of lessons about planning, expectations, and the real-
ities of large-scale investment. Archival records show how 
such failures become part of a larger narrative—one that is 
not just about growth but also about learning, adaptation, 
and historical accountability. The secret to understand-
ing these failures can also come from understanding the 
gaps or silences in the archival record: missing evidence 
or suppressed narratives. Sometimes, these gaps are 
actively addressed by others who work to uncover lost or 
hidden histories, piecing together stories that were once 

fragmented or erased. One example in this volume comes 
from Greece, where we learn about infrastructure built 
after the Second World War that no longer exists. Through 
the efforts of archivists and historians, those buildings are 
being “brought back to life” by new research using archival 
materials. This highlights the dynamic role archives play in 
bridging the gaps between past and present. The work of 
archivists is itself an act of “building”—constructing a more 
complete and authentic historical record that serves as a 
foundation for future decision-making.  

Lastly, it is common that major infrastructure investments 
often emerge in the wake of traumatic events. While industri-
alization and infrastructure development are often driven by 
private interests, there is a public aspect to these endeavors 
particularly when they occur after significant global conflicts 
like the First or Second World Wars. Projects discussed in this 
volume like hospitals, cultural and social institutions, univer-
sities, and transportation networks are investments not just 
in private profit but also in public well-being. The archives 
documenting these projects serve as evidence of a shared 
vision: one that strives for economic progress and social sta-
bility. Painfully, wars are happening today, and just as we now 
study our history of post-war rebuilding efforts, it is likely that 
the archives of tomorrow will be scrutinized by future gener-
ations looking to understand how the world responds to war 
through investment.

If you study the history of archives and their functions, 
you learn that whoever controlled the archives, controlled 
everything else.  Monarchs, political rulers, religious bod-
ies, and other powerful institutions were once the only enti-
ties controlling archives and their holdings.  Information is 
power, and the ability to control the narrative and preserve 
a curated version of events is indeed powerful. And the 
same is true that whoever controls financial resources con-
trols everything else.  Investment in development and the 
archives that are evidence of that investment could, argu-
ably, be the ultimate in power. But there is an uncomforta-
ble friction in this idea. Some financial institutions shore-up, 
protect, and grow wealth for private interests, for individu-
als.  Those private interests may or may not use their wealth 
for the benefit of others. But archival institutions see their 
wealth—the documentary evidence they care for—as a pub-
lic good. Through their work, archivists level the playing 
field, enabling researchers, historians, and the public to 
better understand the forces at play in shaping our eco-
nomic and societal structures. The documentary evidence 
contained in archives help us to avoid future mistakes, 
some of which may be devastating to wealth and to econ-
omies. Archives are active, living spaces that help build a 
strong foundation for the future and play a crucial role in 
development and the ongoing process of building. Thank-
fully, organizations like the eabh bring financial and archival 
institutions together where we can all—hopefully—contrib-
ute to building prosperity and peace worldwide. 

April Miller, Chief Archivist 
World Bank Group, Washington, DC.
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Abstract
The Piraeus Bank Group Cultural Foundation pre-
serves important archival collections related to the post-
war  reconstruction period in Greece. Funds were pro-
vided to the industrial sector in the form of long-term 
loans,  allocated by financing organizations  such  as  the 
Greek and American-managed Central Loan Commit-
tee (CLC) and,  from 1954,  by the Economic Develop-
ment Financing Organization (EDFO). In the industrial 
area of Tavros in Athens, loans became available through 
the Marshall Plan for the construction of plants and the 
modernization of existing industries. The study of finan-
cial archives revealed the prominent contribution of the 
European Recovery Program (ERP) to the creation of the 
industrial landscape in Tavros and the Eleonas region of 
Athens during the postwar reconstruction and rehabilita-
tion periods. In particular, policies pursued by the Amer-
ican Mission, in cooperation with banking institutions in 
Greece and competent state authorities, were explored 
in cattle farming activities and  in  the secondary sec-
tor of the food and beverage industry, weaving and fib-
ers, paper manufacture, the wood industry, leather pro-
cessing, chemicals, ceramics, and heavy industry,  in the 
process of creating an industrial walking tour by PIOP. 
Research themes in historical banking archives refer to 
the modernization drive in manufacturing initiated in the 
postwar period by the Marshall Plan and the contribu-
tion of American experts in promoting sound financing 
mechanisms in the war-devastated economy, leading to 
the formation of links for the integration of Greece with 
other European countries.

Keywords
Marshall Plan, European Recovery Program, Historical 
Archives of PIOP, industrial walking tours.

Contemporary archival sources of financing houses in 
the Greek context tend to remain silent. From an archi-
vist’s standpoint, there is a perceived lack of familiarity in 
the research community with archival fonds of banking 
institutions. Alternatively, and in pursuing a more honest 
strain, it could be argued that we are not working effi-
ciently to publicize our holdings. Thousands of linear 
meters of correspondence and financial ledgers, in one 

of the lesser used languages, often demanding a knowl-
edge of accounting create obstacles to access. If we add 
the relative availability of printed sources, we find our-
selves as archivists in a position of being conscious of 
preserving the means for exploring modern history and 
feeling powerless in making available this treasure trove. 

What is being done in response? In the preced-
ing years steps have been taken under the leadership of 
Piraeus Bank. The Piraeus Bank Group Cultural Founda-
tion (PIOP) as a non-profit institution that receives fund-
ing from Piraeus Bank reflects ‘a permanent and continu-
ous involvement in the field of culture’ on the part of the 
Bank in accordance with corporate social responsibility 
issues and ‘adhering to strict quality specifications, but is 
adapted to the needs and bears fruit only with the coop-
eration of local societies’ (Vlachou & Nikolaou, 2014, pp. 
444-446; Μπενέκη, 2011). PIOP operates a network of the-
matic museums that span the Greek provinces, historical 
archives and a library. It also conducts research work, a 
publishing program on the history of technology, indus-
trial and economic history, provides educational programs 
and organizes scientific events. A rigorous program of 
conferences, exhibitions, educational activities, thematic 
workshops, documentary theater, art-in-the-archives pro-
jects, as well as thematic tours is on offer by PIOP Histor-
ical Archives (PIOP H.A.) to a wide spectrum of patrons 
encompassing bank employees, the research commu-
nity as well as general audiences. At the core of activities 
are archival holdings deposited in PIOP H.A. The fonds 
of the Marshall Plan period provide material for initiatives 
that link archives, industrial structures and machinery in the 
process of exploring social memory. This paper follows 
research conducted for the creation of an industrial walking 
tour offered by PIOP in the regions of Tavros and the Ele-
onas of Athens. It is an abridged version of a thesis submit-
ted for the postgraduate program in Information Manage-
ment in Libraries, Archives, and Museums at the University 
of West Attica (Ramantanoglou, 2022) that examined the 
industrial walking tour in Tavros of Athens. The basic prin-
ciples of PIOP include the documentation and presenta-
tion of the manufacturing heritage of Greece (PIOP, 2022b; 
Κοινωφελές Ίδρυμα της Ελληνικής Τραπέζας Βιομηχανικής 
Αναπτύξεως, 1987; Τράπεζα Πειραιώς, 2014). These are in 
accordance with the industrial walking tour objectives in 

Documenting the impact of the European 
Recovery Program in West Attica

PIRAEUS BANK MARSHALL PLAN ARCHIVES 

Dimitrios Ramantanoglou & Konstantina Konstantopoulou
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Image 1. Cutting line of the Footwear industry ELVIS S.A. at Orfeos Street by Dimitrios Harissiadis 1969, PIOP
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documenting and highlighting the postwar industrial-
ization drive through banking archives donated to the 
ETBAbank Cultural Foundation.1 

1.1 An overview of the European Recovery Program
The greater part of over 12 billion dollars in aid from the 
Marshall Plan for sixteen countries was absorbed by July 
1951 for imports of fuel, food, raw materials and machin-
ery. These resources ultimately helped raise industrial pro-
duction in Europe by 43% compared to the prewar period. 
Designed as a generous conditional foreign aid system it 
relieved recipient governments from incurring new loans. 
A 60% of counterpart funds was used to raise productivity 
through industrial modernization projects. The consensus 
in politics and the economy created by the Marshall Plan 
generated a virtuous circle that utilized growth, investment 
and employment in Europe that ended with the tripling 
of oil prices in 1973 and 1979 (DeLong, 2015; Hogan, 
2005; Judt, 2001; Steil, 2018). At the time of its conclusion 
in December 1951 the European Recovery Program (ERP) 
had achieved several successes over intra-European pay-
ments, the reduction of trade barriers, the dissemination 
of American management practices and in encouraging 
cooperation between the public and private sectors. The 
contribution of the Marshall Plan in relation to GNP growth 
rates in Europe has been summarized in the corporatist 
new social contract encouraged between labor and man-
agement, leading to total factor productivity. Further ben-
efits included mechanisms for intra-European trade set 
in place by the European Payments Union, the strategic 
deployment of finance alleviating resource bottlenecks, 
the policies of the Economic Cooperation Administration 
(ECA) in linking aid to concessions and the introduction of 
the American system of investment in productivity (Eichen-
green, 2001; Holm, 2017; Milward, 2015; Wexler, 2001).

1.2 Reconstruction of industry in Greece
American Aid provided credits for the development of 
the Greek industry from 1949 onwards (Botsiou, 2009, 
pp. 210-216; Αγαπητίδη, 1950, p. 25; Βετσόπουλος, 
2007, pp. 350-352; Μίρκος, 2004, pp. 68-75). It would 
not have been possible to create the infrastructures nec-
essary for heavy industry given the prevailing condi-
tions in which industrialists sought to finance new pro-
jects solely through bank loans. Established interests in 
politics and the economy managed to thwart the initial 
drive of the Economic Cooperation Administration to dis-
lodge cartels. Having achieved the objectives of liberat-
ing Greece from the ‘specter of Communism’ and repair-
ing infrastructures through a mix of policies influenced 
by the New Deal and WWII logistics, the ECA sought to 
exert control on the market in a way that would benefit 
Greek society. Encouraging the work of decentralized 
civic authorities was one element in this process. It was 
the first attempt since the creation of the Modern Greek 

State to set in place a program of this magnitude. Close 
monitoring by ECA/Greece personnel of both central ser-
vices and the periphery differed from practices imple-
mented in other Marshall Plan recipient countries. Control 
was exerted by a network of representatives across the 
country in the roles of ‘diplomats, salesmen for new ideas 
and problem solvers’. They drafted close to 200 reports 
each month mapping the progression of all works funded 
by the Marshall Plan. 

It is all the more important to note that the funds allo-
cated by the American Mission for Aid to Greece (AMAG), 
the Marshall Plan and its continuation from 1947 to 1954 
were offered by the American people in the form of a gift 
to Greece with a total of $1,180,2 million for the economy 
(Ψαλιδόπουλος, 2013). The decision to provide the money 
as a gift rather than a loan was taken because a substan-
tial portion of aid was applied for imports of goods meant 
to ensure the survival of the population, Greece’s lack of 
infrastructures in industry compared to other Marshall Plan 
participants, and the ravages of the civil war. In this envi-
ronment, recovery and containment became linked for 
American Aid. The share of aid to GDP reached the high 
point of 15.71% in the 1949-50 fiscal year. Between 1948-
49 and 1952-53, Greece received 7.1% of $12,918,8 bil-
lion provided to all Marshall Plan participating countries. If 
we include military aid, the years 1944-53 signaled an infu-
sion exceeding $2 billion to the Greek economy ((OKA) 
Οργανισμός Κοινής Ασφαλείας, 1952).

1.3 Archival fonds of the Reconstruction  
and Rehabilitation Periods
Archival sources from institutions that facilitated the 
Reconstruction effort in Greece contain informa-
tion about more than 2,500 businesses (PIOP, 2022a; 
Λεβεντάκου, 2008). The archives are open to research-
ers and in particular the fonds of the Central Loan Com-
mittee/Greece (CLC/G) from 1948-54 are organized in 
two series and digitized.2 The Economic Development 
Financing Organization (EDFO) archives from 1954-64 
are organized in seven series and digitized, the Indus-
trial Development Corporation (IDC) fonds from 1950-70 
in seven series and the Hellenic Industrial Development 
Bank (ETBA) archives from 1964-2002 into thirty-nine 
series. The historical archives of ETBAbank, containing 
the CLC/G, EDFO, IDC and ETBA fonds were donated 
in 2000 to the C.F. ETBA, renamed in 2002 as Piraeus 
Bank Group Cultural Foundation, ‘to be fully catalogued 
and filed, so that they can be used for the recording of 
the country’s industrial history.’ Under the Operational 
Program ‘Information Society’ of the European Com-
mission, fonds of the CLC/G and the EDFO numbering 
500,000 pages have been digitized and made availa-
ble to researchers ((ETBAbank) Hellenic Industrial Devel-
opment Bank S.A., 2000; (ETBAbank) Hellenic Industrial 
Development Bank S.A., 2003). (Image 1)
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1.4 The Marshall Plan in Tavros:  
Archives-Buildings-Machinery
The role of the European Recovery Program in the indus-
trialization of the Tavros and the Eleonas regions of Ath-
ens is examined in this paper in a series of case studies 
compiled from the files of the Central Loan Committee/
Greece during the process of creating an industrial walk-
ing tour by PIOP.3 The walking tour concentrated on nine 
sites showcasing the primary sector in cattle farming 
activities and the secondary sector in the food and bever-
age industry, weaving and fibers, footwear manufacture, 
the wood industry, leather processing, chemicals, ceram-
ics, and electric motors. In total, PIOP Historical Archives 
facilitated the study in the cases of twenty-seven loans to 
sixteen businesses for the years 1948-71. (Image 2)

The correspondence and technical reports of the 
collection show the challenges of the American mission 
working to introduce quality control, sound management 
principles and to discourage the formation of monopo-
lies in an environment experiencing the aftermath of 
occupation and civil war. The Greek industry at the time 
was defined by small-scale production, a lack of work-
ing capital and energy resources, while seeking to imple-
ment or prolong state protectionist policies. During the 
Reconstruction and Rehabilitation periods, innovations 

were introduced in food processing and heavy indus-
try. The CLC, EDFO, IDC and ETBA worked to promote 
industry and preserve capital investment. Entrepreneurs 
with little formal training were successful in creating new 
plants through Marshall Plan allocations. Industrialists 
refused to invest in their businesses while operating in an 
environment characterized on the one hand by domestic 
competition and the currency devaluation of 1953, and 
on the other hand, by external conditions marked by the 
Korean War and intensifying foreign competition. Larger 
industries remained operational in the following decades 
through foreign investment exemplified in the cases of 
the Athens Paper Mill financed by German sources (GR 
PIOP FOA2/SE2/SS3/FI32002; GR PIOP FOA3/SE3/SS5/
FI24; GR PIOP FOA3/SE6/SS3/FI3P56) and the Hellenic 
Copper Industry S.A. that was controlled in 1962 by M. 
Stasinopoulos and representatives of the Belgian com-
pany SOCOBLEGE (GR PIOP FOA2/SE2/SS3/FI32011).

Banking institutions and the American mission 
sought to create mechanisms for sound industry financ-
ing. The technical report writing was allocated to the Brit-
ish Accounting Advisers to Greece, since there was no 
chartered accountants’ organization in the country at the 
time. In Tavros of Athens, the presence of buildings con-
structed largely from 1950, and their absences provide 

Image 2. Industrial walking tour map 2020-2023, PIOP 
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a continual reminder of the layered industrial landscape 
and of the complex processes initiated by American Aid 
in Greece. Indicatively, the confectionery factory Kronos 
General Proprietorship, G. Kyratsakis and D. Tzoumer-
kas General Proprietorship (BIOSISAL) and the Hellenic 
Electric Motor Industry Michail Androutsos and Spyrido-
nas Aslanis (ELVIMA) are a direct result of American Aid. 
Beyond conflicting views concerning the exact contribu-
tion of the Marshall Plan to the Greek economy, the mate-
riality of industrial structures and archival memory carry 
the imprint of foreign aid in Tavros. 

The sum of $5,142,374.4 and nearly 7.9 million 
drachmae, or $262,266, became available between 
1948 and 1971 to the industrial sector in the regions 
of Tavros and the Eleonas via various financial institu-
tions. The major beneficiary was the paper manufactur-
ing company in Votanikos, which received $1,517,000 
in loans from the Central Loan Committee and the Eco-
nomic Development Financing Organization, followed 
by the dairy industry in Tavros with $1,145,976,36 in 
loans from the CLC and $138,933 via the Agricultural 
Bank of Greece (ATE) (CLC/G). Further beneficiaries were 
the heavy industry, including the metallurgical sector and 
electric motors, that received a total of $1,126,124,12. 
The leather industry received $636,453 in loans. The CLC 
was responsible for approving funds of $3,151,141.4 
to the above businesses in Tavros and the Eleonas and 
the EDFO allocated to industry in the locality the sum 
of $1,976,233. ATE distributed the largest loan to a sin-
gle recipient in Tavros through the Milk Processing Plant 
‘ASTY’ Union of Dairy Cooperatives Attica-Boeotia (ASTY) 
allocations. The National Bank of Greece (NBG) took the 
lead as intermediary loan underwriter and distributor 
with $2,259,398 in the combined distribution of funds. 
Loan applications for $1,456,497 by Industrie Hellenique 
S.A. BIERE-MALT-FROID, Industry and Ice Trade and Cold 
Storage Vogiazidis S.A., VERMION Cold Stores S.A., 
Athenian Industrial Plywood Company S.A., Georgiadis 
and Sekeris S.A., Artificial Silk Company Ltd. ETMA and 
the Minoan Ceramic Company G. Kavalis MINOIKI were 
rejected by the CLC and the EDFO for various reasons. 
From the previous sum ETMA requested $1,053,330 
from the CLC. The Reconstruction brought a significant 
rise in industrial buildings in the area through the assis-
tance of the European Recovery Program. (Image 1.3)

Electricity
Electrification was a focal point for all industries dur-
ing the Reconstruction period. Funds were allocated for 
the installation of power generators in the milk pasteur-
ization plant ASTY (GR PIOP FOA2/SE2/SS2/FI21034), 
the leather industry in Tannerie-Ganterie Dardoufa S.A. 
(GR PIOP FOA2/SE2/SS3/FI32017), for heavy industry in 
the Hellenic Copper Industry S.A. (GR PIOP FOA2/SE2/
SS3/FI32011) and the electric motor industry ELVIMA 

(GR PIOP FOA2/SE2/SS3/FI33032; GR PIOP FOA2/SE2/
SS3/FI33181). The Athens Paper Mill S.A. applied for 
loan resources for the purchase of a high-tension electri-
cal transformer from Germany and to improve its thermo-
electric station used in paper drying and for generating 
electric power (GR PIOP FOA3/SE6/SS3/FI3P56). ELVIMA, 
for both the manufacture and sale of its products, moni-
tored the electrification process in Greece. The Industrie 
Hellenique S.A. BIERE-MALT-FROID sold its generators 
at a loss following its connection to the power grid (GR 
PIOP FOA2/SE2/SS3/FI5404; GR PIOP FOA3/SE6/SS3/
FI33182). The Sheep Woolen YARN Industry S.A. (VIER) 
had also purchased power generators by 1955 and was 
attempting to connect to the Athens-Piraeus Electric Com-
pany Ltd. (APECO) network (GR PIOP FOA3/SE5/SS6/
FI24). APECO held a concession from the Greek govern-
ment as the sole supplier of electricity in the Athens-Pi-
raeus district. The cost for necessary transformers for VIER 
required an excess of 200,000 drachmae. The pipe factory 
BIOSSOL S.A. (GR PIOP FOA3/SE6/SS3/FI36107; GR PIOP 
FOA3/SE6/SS3/FI36213) and the Hellenic Copper Indus-
try S.A. (GR PIOP FOA2/SE2/SS3/FI32011) manufactured 
products for the Public Power Corporation.

Raw materials
The import of raw materials for industry required capi-
tal and advances in technology enabled the gradual use 
of synthetic materials. An example of the lack of local 
resources is documented in the Hellenic Copper Industry 
S.A. that received $400,000 in working capital by the Cen-
tral Loan Committee in 1951 for the import and domes-
tic acquisition of various metals (GR PIOP FOA2/SE2/SS3/
FI32011). The company had followed instructions pro-
vided by A. J. M. Baker on 8 May 1948 for the supply of 
nonferrous sheets, strips and blanks from Greece. The 
artificial silk company ETMA attempted in 1949 to con-
struct through loans by the Central Loan Committee two 
plants to produce sulphuric acid and carbon bisulphide 
that were supplied until that time by Greek firms (GR PIOP 
FOA3/SE6/SS3/FI93320). It was considered in a report of 
the British Accounting Advisers to Greece dated 17 March 
1950 that the new plants would provide ‘cleaner and bet-
ter-quality chemicals.’ In 1951, in the electric motors sec-
tor the CLC approved funds for the electric motor indus-
try ELVIMA for the import of fifty tons of silicon sheets for 
$10,472 at a time when Greece lacked an integrated steel 
plant (GR PIOP FOA2/SE2/SS3/FI33032; GR PIOP FOA2/
SE2/SS3/FI33181). Difficulties in credit allocations for the 
import of raw materials were cited by the company as the 
reason for seeking a deferral on initial loan repayments. 

Entrepreneurs
Another resource of the PIOP Historical Archives is the 
rich correspondence deposited in the Central Loan 
Committee and Economic Development Financing 
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Organization fonds. One can follow the drive of busi-
nessmen to establish companies and foster industrial-
ization while lacking the formal training which then led 
to difficulties in the management of these newly created 
firms. For example, the company founders of the ropes 
and twine manufacturing plant BIOSISAL had no prior 
experience in management (GR PIOP FOA2/SE2/SS3/
FI33148; GR PIOP FOA2/SE2/SS3/FI33191). Michail Stav-
rou Androutsos of the electric motor industry ELVIMA,  
a practical engineer, held, along with others, three pat-
ents registered before WWII (GR PIOP FOA2/SE2/SS3/
FI33032). Georgios Kavalis, another practical engineer 
and founder of the ceramics industry MINOIKI, was cred-
ited in 1958 with designing the mechanical equipment 
of the firm (GR PIOP FOA3/SE5/SS6/FI390). The Athens 
Paper Mill (GR PIOP FOA2/SE2/SS3/FI32002), as well as 
the Chemical Industry AEXB (GR PIOP FOA2/SE2/SS3/
FI33042), the Tannerie-Ganterie Dardoufa S.A. (GR PIOP 
FOA2/SE2/SS3/FI32017), Nikolopouloi Bros. leather 
industry (GR PIOP FOA3/SE5/SS6/FI72) and the pipe 

factory BIOSSOL S.A. (GR PIOP FOA3/SE6/SS3/FI36107; 
GR PIOP FOA3/SE6/SS3/FI36213) had university-trained 
management.

A significant aspect that continues to be a factor in 
Greek business today, as evidenced in our archives for 
the early days of post-war reconstruction, is the concen-
tration of company ownership within family groups and 
is exemplified in the pipe factory BIOSSOL S.A. and the 
Tannerie-Ganterie Dardoufa S.A. Conflicts in family part-
nerships were common, as for example at the Stasinopo-
ulos brothers of the Hellenic Copper Industry S.A., where 
the differences led to the creation of competitive inter-
ests (GR PIOP FOA2/SE2/SS3/FI32011) and at the Indus-
trie Hellenique S.A. BIERE-MALT-FROID (GR PIOP FOA2/
SE2/SS3/FI5404; GR PIOP FOA3/SE6/SS3/FI33182). The 
latter was able to establish a brewery in a market dom-
inated by the K. Fix Brewery monopoly. A report by the 
Institute of Certified Public Accountants of Greece-ΣΟΛ 
of 20 March 1959 stated, ‘monopolies cause dissatisfac-
tion and complaints among consumers due to the quality 

Image 3. Allocation of funds in Tavros and the Eleonas of Athens, PIOP
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of the product on offer or the poor catering to custom-
ers’ needs, and this situation will certainly be taken advan-
tage of by the new firm.’ The pattern of conflicts influenced 
operations in the twine manufacturing plant BIOSISAL. A 
change of administration in the electric motor industry 
ELVIMA, which was acquired by members of the Solounia 
family, caused  legal proceedings. Several founders of 
small firms, such as the Athenian Industrial Plywood Com-
pany S.A. (GR PIOP FOA3/SE5/SS5/FI231; GR PIOP FOA3/
SE5/SS5/FI117), the ceramics industry MINOIKI (GR PIOP 
FOA3/SE5/SS6/FI390) and Nikolopouloi Bros. leather 
industry (GR PIOP FOA3/SE5/SS6/FI72), had settled in 
Greece following the Asia Minor Campaign.

Modernization in industry
Yet another story that can be told from PIOP Historical 
Archives, is the trajectory of industrialization and mod-
ernization after WWII. The allocation of funds for indus-
trial development by banking institutions was aligned 
with promoting moderniza-
tion efforts in Greece. For 
example, the ASTY milk pas-
teurization plant files reveal 
the postwar drive to intro-
duce milk pasteurization 
to Greece (GR PIOP FOA2/
SE2/SS2/FI21034). Economic 
Cooperation Administration 
officials managed to over-
ride misconceptions, the lack 
of technically skilled person-
nel and pressures exerted 
by the rival company EVGA 
in a process that led to the 
creation of the ASTY factory. 
Another example is the Hellenic Copper Industry S.A. 
that applied ECA resources to implement the second 
part of its industrialization program (GR PIOP FOA2/
SE2/SS3/FI32011). Following the Occupation by the 
Axis Powers, the firm in a constant drive for moderniza-
tion was able to import mechanical equipment through 
American Aid to produce metal sheets and to organize 
the manufacturing process. The Athens Paper Mill was 
also successful in utilizing CLC and EDFO loans, attract-
ing credit investments by the German firm ER-WE-PA 
Maschinenfabrik und Eisengiesserei G.M.B.H., Erkrath 
and issuing debenture loans for the purchase and 
improvements of mechanical installations (GR PIOP 
FOA2/SE2/SS3/FI32002; GR PIOP FOA3/SE3/SS5/
FI24; GR PIOP FOA3/SE6/SS3/FI3P56). (Image 4)

The Tannerie-Ganterie Dardoufa S.A. received 
loans from the Central Loan Committee amounting to 
$591,453 and was unsuccessful in its modernization 
program primarily because it used a large portion of 
its working capital for the construction of a new factory 

(GR PIOP FOA2/SE2/SS3/FI32017; GR PIOP FOA3/
SE5/SS6/FI38; GR PIOP FOA3/SE6/SS4/FI90605). The 
company focused on the glove making sector, rather 
than the more profitable large hide treatment indus-
try and was affected by the 1953 currency devaluation, 
which impacted on loan interest rates tied to the dollar. 
The press release from the ECA Mission to Greece no. 
1192/16.02.1952 highlighted the restoration of Tan-
nerie-Ganterie Dardoufa S.A. through the Marshall Plan 
and its shift towards defense production. The release 
also mentioned that information about the factory’s 
capacity was provided to NATO and other national 
armies. In the interwar period, company products were 
principally sold to Great Britain and the British Colo-
nies. In a time of development of the clothing industry 
in Greece the Ready-made Garments Industry ADAM’S 
S.A. repurposed through an EDFO loan the Dardoufa 
S.A. factory in 1964, nearly a decade after its closure 
(FOA3/SE6/SS3/FI3P110; FOA3/SE6/SS4/FI41911).

The pipe factory BIOS-
SOL S.A. in 1957 sought to 
replace the prewar welding 
system that applied oxygen 
and acetylene by using the 
electric welding method and 
to import galvanizing instal-
lations in a consortium with 
IZOLA S.A. In Greece, the 
production of iron pipes on 
an industrial scale began in 
1932. The continued interest 
of USOM/G (US Operations 
Mission to Greece), the new 
form of the Economic Coop-
eration Administration, in the 

project was indicated in a letter dated 12 June 1957 
to the Economic Development Financing Organization 
(GR PIOP FOA3/SE6/SS3/FI36107; GR PIOP FOA3/
SE6/SS3/FI36213), at a time when the sector was under 
tariff protection. The EDFO was requested to consider 
the effect of a reduction in tariffs due to Greece’s par-
ticipation in the European common market either as 
an associate or as a full member. Attention could well 
be given to the importance of tariff protection for this 
project before granting the loan. Another factor requir-
ing scrutiny was whether the company would receive a 
loan exceeding the medium term of three to five years, 
especially considering its position if an integrated steel 
plant were to be established in Greece. The feasibility 
of such a plant was under consideration at the time. 

The American Mission for Aid to Greece rejected 
an application from Arktiki Cold Stores S.A. for a loan of 
$90,000 in 1951, as at that time Athens was not included 
in the cold storage loan scheme for the creation of 
cold storage spaces in the country (GR PIOP FOA3/

The allocation of funds for 
industrial development by 

banking institutions was aligned 
with promoting modernization 

efforts in Greece.
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Image 4. Topographic drawing of the Hellenic Copper Industry S.A. at Piraeus Street 1953, PIOP

Image 5. Power-generating facilities of the former AEXB at Orfeos Street 2019
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SE6/SS2/FI23164; GR PIOP FOA3/SE5/SS6/FI121). The 
company hastily acquired various equipment from the 
American factory Worthington Pump and Machinery 
Corp. that applied the Freon 12 system, without wait-
ing for the outcome of their initial loan application. 
The Freon 12 system was novel for Greek cold storage 
plants that used ammonia because of its lower machin-
ery cost. The imported machinery was deposited at the 
warehouse of the Commercial Bank due to the lack of 
funds, with the loan not yet approved. Luckily, the Eco-
nomic Development Financing Organization approved 
a loan for $87,233 to Arktiki Cold Stores S.A at Board 
Meeting no. 18/29.08.1958.

Aftermath
Historical sources indicate that by the end of the Mar-
shall Plan and the Stabilization Program in 1953, Greece 
had achieved monetary stability, and industrialization 
was anticipated to foster the development of a mod-
ern consumer economy (Ιορδάνογλου, 2020; Κωστής, 
2018; Τσουλφίδης, 2013; Φραγκιάδης, 2007).

In the following years, 1953-1973, economic pol-
icy and debate concentrated on the Association Agree-
ment with the European Economic Community (EEC) 
and the waves of domestic and foreign migration. The 
remarkable industrial growth achieved over the two 
intervening decades, driven by foreign investments in 
heavy industry and supported by a generous incentives 
policy, came to an end during the oil crises of the 1970s. 
A persistent challenge was the small scale of the man-
ufacturing sector, which primarily served the domes-
tic market and hindered further development. The 
low-quality consumer goods produced in Greece strug-
gled to compete effectively within the European Eco-
nomic Community. As a result, the tertiary sector gained 
prominence in the economy, and by 2000, industry 
accounted for only 22% of GDP. (Image 5)

1.5 Conclusions
The PIOP Historical Archives created an industrial walk-
ing tour in the Tavros and the Eleonas regions of Ath-
ens linking banking archives with industrial buildings 
that were constructed mostly during the operation of 
the Marshall Plan in Greece and mechanological instal-
lations. The work of PIOP in Tavros presents a turning 
point in cultural policy in a former industrial area that 
retains structures and memories of its recent manufac-
turing past. This little researched archival fonds carry 
a wealth of information for the implementation of the 
Marshall Plan in all of Greece and for the early stages 
in the formation of business networks that would even-
tually evolve into the European Economic Commu-
nity. Themes pertaining to the access to power sources 
and raw materials, the characteristics of entrepre-
neurs, the modernization drive and the contribution of 

banking houses in the administration of industry can 
be explored in the archives of financial institutions that 
are deposited with PIOP. The construction process of 
industrial businesses in the former agricultural area of 
Tavros is also documented. 

All images: © PIOP
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Abstract 
This paper examines the  building role of the Banco 
Nacional de San Carlos (1782-1829), predecessor of the 
Banco de España. The Banco Nacional de San Carlos pro-
moted, built, and financed public works, such as the Gua-
darrama and Manzanares Canals, the road from Madrid 
to Aranjuez, the one from Oviedo to Gijón, and the con-
struction of the Grao port in Valencia. All of these reflect 
the enlightened thought of the Bank’s directors,  who 
were convinced of the need to improve internal commu-
nications and waterways as a means of stimulating the 
circulation of merchandise and fostering the prosperity 
of individuals.

Keywords
Banco Nacional de San Carlos, Banco de España, 
18th century Spanish banking, historical public works 
financing, Enlightenment era infrastructure, Spanish 
canals 18th century.

The Banco de España Historical Archive. 
Memory of the institution 
Archives preserve the collective memory of the soci-
eties and institutions that created them. The Banco 
de España Historical Archive, renowned for its excep-
tional preservation standards, stands as a model among 
archives worldwide, particularly within the banking sec-
tor. Spanning nearly 240 years of history, it serves as 
an immense reservoir of information, chronicling both 
major and minor events, with much of its wealth still 
waiting to be discovered.

The Banco de España’s Archive contains detailed 
records on how its predecessor, the Banco Nacional 
de San Carlos (1782-1829), funded the construction of 
the Guadarrama Canal, which aimed to channel water 
from the Guadarrama River in the northern mountains 
to Madrid. Its purpose was to link the Canal with the 
Manzanares River and thus increase its water flow. This 
work was part of a much more ambitious project, which 
was the construction of a navigable canal that would 
connect the capital of the Kingdom of Spain with the 
Atlantic Ocean via a route that crossed Madrid, Aran-
juez, La Mancha, and Sierra Morena through the 
Despeñaperros Pass, ran parallel to the Guadalquivir 

River, bordered Cordoba and ended in Seville. The 
Canal would connect the waters of four main rivers: The 
Guadarrama, the Manzanares, the Tajo, and the Gua-
dalquivir. The goal was to improve the flow of goods 
and supply the Court, reflecting Enlightenment think-
ing from figures like Jovellanos to Floridablanca. Their 
aim was to stimulate economic growth by enhancing 
transportation routes, a crucial step in overcoming the 
significant challenges posed by the peninsula’s rug-
ged terrain. (Image 1)

1. Banco de San Carlos.  
Background, birth, functions
The Banco de San Carlos was established by Royal 
Decree on June 2, 1782. Its foundation was laid by 
Francisco Cabarrús, a young French merchant living in 
Spain, who had an extraordinary ability to undertake 
business and propose solutions to the economic prob-
lems of his time. The Banco de San Carlos, like other 
central banks, was created to finance the State in times 
of war. Thus, Spain intervened in alliance with France, 
from April 1779, in the war between France and Great 
Britain for the independence of the American colonies. 

The founding capital of the Bank was established 
at 300 million reales de vellón, just one-third of the cap-
ital of the Bank of England in 1782; according to Ham-
ilton, it was much higher than any other Spanish com-
pany had ever had before and higher than a risk-free 
investment would allow. To broaden the Bank´s owner-
ship and avoid monopoly, the capital was divided into 
150,000 shares of 2,000 reales each, well below the 
nominal value of Spanish shares in other contempo-
rary companies.1

The Bank was established under royal protec-
tion, but was privately owned. The Crown, municipali-
ties, religious orders, and members of all social classes 
of Spain and the Indies could own shares, but neither 
the Crown nor any other shareholder exercised spe-
cial control, as established in the statutes. The Banco 
de San Carlos was shaped as a modern market econ-
omy institution by its share-based ownership and the 
authority of the Board of Shareholders, which even 
superseded the will of individual shareholders, includ-
ing King Carlos III.2

The Banco de San Carlos: Promoter,  
builder and financier of public works

THE GUADARRAMA CANAL AND EL GASCO DAM

Elena Serrano & Rosario Calleja

18 1919



THE GUADARRAMA CANAL AND EL GASCO DAM

Image 1. Map of Canal route. “De Madrid al cielo (Y al Atlántico por barco)”. Accessible in January 18, 2016.  
https://www.hidrologiasostenible.com/de-madrid-al-cielo/ Creative Commons – Attribution (CC BY-SA 4.0)  
[Consulted in December 10, 2023].

1

1919

https://secure-web.cisco.com/1XyufrejSiHulR6kkqV7XnlvjVIWNmZAcCAJpNQkGE3TXbBYP_viv0SVUt7Uq5ur-mQlWATvf1plRUNXudfVJb5MClkAakritEkEfXGmmiIHdUmWokFVarcPnKMrSvlfbWXVDont6km83-A2lE7_yuxMDoeSgFDmXF_T37tHLziCKJXBY_3BoFCgOWtD5YhB7TU-Yu-kojBgBuxGN2B2qqdhYXHaYmjDLMEOu5HJK00qR9vWEuidNnt_wZkjxuk6qipQi4sq_8sbM0S7eiw5kVK8KpXCJjcwcDbZSqBa9bXcCZc97tudaKvl2Tf0rm1EAK3WrmL69BuNcFNaSgRq6iSnww11AYfheNG0tGVcYU0NwZgXz211Jb7bUJ1vJU6uV/https%3A%2F%2Fwww.hidrologiasostenible.com%2Fde-madrid-al-cielo%2F


e
a
b
h

 b
u

lle
tin

The Articles II, III, and IV of the founding charter estab-
lished the Bank’s functions:
• The conversion of commercial instruments (bills of 

exchange, royal vouchers, and promissory notes) into 
cash at face value with an annual commission of 4%.

• The provision of supplies to the Army and Navy, both 
domestically and abroad, and the clothing of the 
troops of Spain and the Americas, for a period no less 
than twenty years, with a 10% commission.

• The payment of all obligations of the Real Giro 
abroad, including the transfer of funds to embassies 
and legations, with a 1% commission. 

The Bank was conceived as an instrument to stimu-
late productive activity, move private savings towards 
new investments, promote trade, and undertake infra-
structure works. Therefore, in addition to the functions 
expressed in the Royal Decree of creation, in its early 
years, the Banco de San Carlos undertook a variety of 
businesses. In 1786, it made a significant investment of 
21 million reales in the purchase of shares of the Com-
pañía de Filipinas, a company dedicated to promoting 
traffic between the peninsula, the Asian archipelago, the 
coast of the China Sea, and Spanish America. In 1785, it 
took on the task of building the Guadarrama Canal. Later, 
it also took charge of the continuation of the works of the 
Manzanares Canal from the river in Madrid to the Tajo, in 
Aranjuez. It also financed other works, such as the Murcia 
Canal (1791-1792), the roads from Madrid to La Granja 
via Navacerrada (1788), the road from Oviedo to Gijón 
(1786), and the construction of the port of Grao in Valen-
cia (1795). The latter contributed to overcoming the lack 
of port infrastructures that had economically held back 
the region of Valencia for more than a century. It also 
financially supported the Granary of Madrid and intro-
duced cereals, on behalf of the government, in differ-
ent coastal provinces to alleviate the scarcity of 1789. Its 
total investment in loans for infrastructure development 
never exceeded its resources; according to Hamilton, it is 
difficult to find another bank that was more generous in 
financing infrastructure during its early years.3

2. Public works in Enlightenment thought
For 18th-century economists and Enlightenment thinkers, 
wealth creation relied on stimulating the economy and 
fostering market relations. To this end, the improvement 
of communication routes was an essential element. Any 
merchandise could circulate from one area to another 
thanks to improved roads and waterways. In Spain, the 
presence of particularly difficult orography for the tran-
sit of people and goods was a major issue in the debate 
among Enlightenment thinkers, all of whom agreed that 
the prosperity of the country, and even the very sur-
vival of the Spanish State, depended on the improve-
ment of its transport infrastructure. Many Enlightenment 

thinkers even invested their fortunes in promoting roads 
and canals. Cabarrús, for example, participated in canal 
investments in France, promoted the ambitious public 
works of the Banco de San Carlos, and allocated a large 
part of his fortune to the formation of irrigation systems, 
water routing, and agricultural experimentation.

The Spanish government also tried to improve 
means of transport by land and river. In the 18th century, 
300 kilometres of canals were built, including important 
sections in the Castilla and Aragón Canals, although none 
of these projects were completed. In almost all cases, the 
enormous orographic difficulties of the Iberian Peninsula 
that had to be overcome to build the canals raised the 
costs to the point of making their execution unfeasible.

3. The promotion and financing of public works. 
The Guadarrama Canal 
 
a. The idea
On May 7, 1785, the management of the Bank submit-
ted a letter to the Minister of Finance, Pedro de Lerena, 
requesting permission for engineer Brigadier Carlos 
Lemaur to build a navigable canal from the Guadarrama 
River in the northern mountains of Madrid, to the Atlan-
tic Ocean.4 They considered that a project of this mag-
nitude was part of the activities foreseen for the Bank in 
the Royal Decree of creation, specifically in chapter XXIX: 

“The Bank may not, under any circumstances or pre-
text, deviate from the three objects of its institute, nor 
engage in buying, selling, or any other commercial spec-
ulation, to the detriment of private individuals, except 
in cases in which I deem it convenient to entrust it with 
some useful commission of this nature in distant coun-
tries or to give it some relevant assignment to promote 
agriculture or factories in one or more provinces”.5 

The directors of the Bank declared that, given the firm-
ness and confidence achieved by the institution, the time 
had come to undertake major initiatives aimed at promot-
ing the wealth of the State. Furthermore, they affirmed 
that the current operations of the Bank—the discounting 
of commercial paper, the supply of provisions to the Army, 
or the extraction of silver—should be considered as means 
intended to strengthen the institution to eventually ena-
ble it “to carry out those great tasks for which it is destined, 
and which are to produce public happiness”.6

The directors of the Bank were convinced that 
attempting to stimulate investment through credit was 
futile as long as goods and agricultural products, the 
products of the soil and industry, were not actively cir-
culating. In their view, removing political barriers to free 
trade would accomplish little unless the physical obsta-
cles to moving goods were also addressed to stimulate 
both domestic and international markets.

The directors who signed the letter emphasized the 
advantages that would derive from the reduction in the 
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Image 2. Map of the Canal projected between the Guadarrama and Xavalón rivers passing through Aranjuez. By Lemaur, 1785.  
© Archivo General Militar de Madrid. AGMM. ESP.11-10-1.

Image 3. Particular Plan of the Canal as it passes through Aranjuez. [Carlos Lemaur], November 7, 1785. ©Archivo Cartográfico y 
Estudios Geográficos del Ejército de Tierra. Ar. E-T.8-C.1-119.
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price of transport within the peninsula, making it easier 
to introduce products from the Americas and abroad and 
to transport goods from the interior of the country to the 
coast. Reference was made to the economic viability of 
these investments since, according to the calculations of 
the Bank’s directors, the benefit would exceed the cost. 
This would be the case of the Guadarrama Canal.

By Royal Order of June 4, 1785, engineer Brigadier of 
French origin Carlos Lemaur, was authorized, in the com-
pany of his sons, to carry out the necessary surveys, level-
ling, and preliminary plans for the approval of that endeav-
our.7 After a detailed analysis of the affected orography, on 
November 7, 1785, Carlos Lemaur presented his report, 
entitled “Historical and Descriptive Register of the Pro-
ject of a Navigable Canal from the Guadarrama River to 
the Ocean, passing through Madrid, Aranjuez, and cross-
ing La Mancha and Sierra Morena, with the exposition of 
the order and method of exe-
cution to ensure the success 
and the promptest useful-
ness of such a great work”.8 In 
three months, Lemaur drew 
up the plans for this canal from 
Guadarrama to Seville, lev-
elled nearly 300 kilometres, 
made a detailed descrip-
tion of the works, and calcu-
lated the cost of the project. 
His study was particularly ded-
icated to the four sections of 
the route from El Gasco, in the 
northern mountains of Madrid, to the Jabalón River, in 
Valdepeñas: these were the sections that he really had to 
design for the first time, with terrain recognition and leve-
ling, which involved hard fieldwork carried out in the sum-
mer of 1785. (Image 6) The fifth section, from the Jabalón 
to Seville, should not have posed greater difficulties for 
Lemaur, despite its long distance, given his perfect knowl-
edge of the terrain. Years earlier, he had already designed 
and built a dirt road that crossed the Despeñaperros Pass, 
with the same layout that the canal would now have, from 
the Jabalón to the Rumblar, to continue later to Seville, fol-
lowing the route planned for a project that was never real-
ized, known as the Andalusia Canal or Guadalquivir Canal. 
The budget drawn up by Lemaur reached a cost figure of 
110,574,163 reales, calculating the duration of the works 
at ten years. The Canal covered more than 750 kilometres 
from the El Gasco Dam, on the Guadarrama River, to the 
city of Seville, connecting at that point with the Guadalqui-
vir River, navigable to its mouth in Sanlúcar de Barrameda. 
(Images 2- 3)

On November 9, 1785, the Board of Directors agreed 
to submit a preliminary proposal to the Count of Florid-
ablanca, requesting from the King a “general approval” of 
the endeavour, with the commitment that no section of the 

canal would be undertaken without a more detailed plan.9 
The management of the Bank decided to add a further  
50 per cent to the budgeted cost and proposed to the 
King that the Bank itself should take charge of the Canal 
enterprise in a similar way to how it administered the pro-
visions, that is, by advancing the necessary capital, charg-
ing an interest of 4% annually, and remuneration of one-
tenth of the cost. The repayment period would be twenty 
years and the investment period ten years. At the ensuing 
annual shareholders’ meeting held in December 1785, 
the directors presented the proposal for the construction 
of the canal from the Guadarrama River (in Madrid) to the 
Atlantic Ocean to the shareholder community.

Lemaur suddenly died on November 25, 1785, obvi-
ously an unexpected setback to the Bank’s plans. The 
prestige he enjoyed at that time, after the opening of the 
Despeñaperros Pass, would have been a valuable sup-

port for Cabarrús’ plan. After 
the engineer’s death, Lemaur’s 
sons presented to the Bank 
the proposal for preliminary 
operations of the naviga-
tional Canal in January 1786.10 

However, the documents pre-
sented were limited to the sec-
tion that ran from the Guadar-
rama River (near the village 
of Torrelodones) to the incor-
poration of the Canal into 
the Manzanares River, next to 
the Toledo Bridge in Madrid.  

It was, therefore, a more feasible short-term investment, 
with a budget of 11.5 million reales. The cost of the invest-
ment would be covered by 1.5 percent of the profit from 
the extraction of the silver, ceded by the Bank from its per-
centage of this activity, which was estimated at 4.5 million 
reales per year, so that three years would be enough to 
cover the cost of the Canal through this measure. Once the 
Canal from Guadarrama to Madrid was completed, and if 
the King decided to continue it as far as Aranjuez and the 
ocean, the same measure would be applied for these pur-
poses. If the Bank did not participate in these public works, 
those funds would be redirected to the Treasury of Posts.

The management of the Bank proposed to the King 
that Carlos and Manuel Lemaur, sons of Brigadier Lemaur 
and graduated lieutenants of engineers, should be made 
directors of the project, assisted by their brothers Félix 
and Francisco. The Lemaur brothers had accompanied 
their father, in 1775, in the levelling work carried out for 
the Andalucía Canal project, and in other works, such as 
the roads of Puerto del Rey, Málaga, Toro, and those of the 
Guadarrama Canal. In May 1786, Floridablanca replied 
that the King approved the project “for the time being”, 
applying 1.5 percent of the extraction of silver to this work, 
as requested. He suggested, however, that the project be 

In Spain, the presence of  
difficult orography for the transit 
of people and goods was a major 

issue in the debate among 
Enlightenment thinkers about  

the country's prosperity.
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Image 4. Map of the first section of the Guadarrama Canal and its surroundings [...] Carlos Lemaur, Manuel Lemaur, Félix 
Lemaur and Francisco Lemaur. December, 23, 1786. ©Archivo Cartográfico y Estudios Geográficos del Ejército de Tierra. Ar. 
E-T.8-C.2-134.

Image 5. The Toledo Bridge, in Madrid, was the point where the waters of the Guadarrama Canal would join with those of the 
Manzanares River. [Source: Laborde, A. L. J., comte de. (1820). Voyage pittoresque et historique de l’Espagne. Paris: Imprimerie de 
Pierre Didot.] Imagen procedente de los fondos de la Biblioteca del Banco de España. https://bde-primo.hosted.exlibrisgroup.com/
permalink/f/1hg38uk/34BDE_ALEPH000101510 Creative Commons – Attribution (CC BY 4.0)
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THE GUADARRAMA CANAL AND EL GASCO DAM

submitted to the supervision of “intelligent, accredited 
persons”, so that the terrain, plans, and levelling would 
be re-examined before obtaining final approval. Thus, by 
order of the Count of Floridablanca, the project was sub-
mitted to the supervision of Escipión Perosini, a professor 
of hydraulic architecture (Royal Order of May 25, 1786). 
Perosini issued a report, which was not only favourable but 
laudatory of Carlos Lemaur’s calculations and forecasts, 
dated July 29, 1786.11

At the end of 1786, the management of the Bank 
presented a printed notebook with a plan, the project, 
and the budget for the works that should begin in Janu-
ary 1787 to its General Board.12 (Image 4)

b. The project
Since it is a purely Enlightenment project, it is worth not-
ing the importance of the scientific and technical prepa-
ration of the engineers who were chosen to undertake a 
venture of this nature.

Carlos Lemaur was the most prestigious engineer of 
those years; he had successfully completed such relevant 
projects as the Castilla Canal, the Galicia route, and the 
new passage of Sierra Morena, through the Despeñaper-
ros Pass, a narrow moun-
tain pass located in the Sierra 
Morena Mountain range.

To understand the magni-
tude of the projected work, it is 
necessary to specify some fig-
ures:13 the idea was to build a 
navigable canal 771 km long, 
crossing a maximum height 
difference of 800 m, includ-
ing a total of thirty-six dams, six 
of which were of great height. 
In particular, the monumental El Gasco Dam—the starting 
dam of the Guadarrama River—was designed at 93 m in 
height and with a crown length of 251 meters; it would 
play a decisive role in the controversial history of the pro-
ject. Likewise, the project required the excavation of 15 
km of mines (tunnels) and the construction of one hun-
dred and seventy-nine locks along the different routes 
designed for the canal.

For a better understanding and considering the 
uniqueness of the orography of the peninsula, five sec-
tions can be identified in the Canal route. 

The first section began at the El Gasco Dam, on the 
Guadarrama River, and ended at the Tajo River near Aran-
juez, with a length of 104.5 km and a total gradient of 240 
m. As it passed through Madrid, it would join the Man-
zanares Canal. (Image 5)

The second section, from the Tajo to the Tembleque 
irrigation channel had a length of 68.7 km and a gradi-
ent of 220 m. It took water from the Riánsares River, reg-
ulated by a reservoir, which Lemaur called “la balsa de 

Tembleque”, and that was conveyed to the Canal through 
a 25 km irrigation channel.

The third section ran southwards, from the Temble-
que irrigation channel to the river also named by Lemaur, 
“Guadiana la chica”, today channelled and known as 
Guadiana Alto, with a length of 48.4 km and a height dif-
ference of 90 m.

The fourth section, from the Guadiana River to a 
place called by Lemaur, “el Humilladero”, was the high-
est point of the entire Canal, at an altitude of 810 m. With 
a length of 126.5 km and a gradient of 190 m, it received 
the waters of the Jabalón River, through a new regulation 
reservoir, and a long irrigation channel, which would lead 
these waters to the canal.

The fifth section, the longest and with the greatest 
topographical difficulties of the five, ran from El Humilla-
dero to Seville, measuring 423.1 km in length—more than 
half of the total length of the Canal—and a height differ-
ence to overcome of 800 m. The waters flowed south-
wards until they reached the Guadalquivir River and then 
westwards, following a course parallel to that of the river. 

Despite the many difficulties presented by the route, 
including the Despeñaperros Pass, this was precisely the 

one Lemaur knew best, along 
with the final stretch (from El 
Rumblar to Seville), which 
corresponded to the planned 
but not executed of Andalu-
sia Canal.

Although Lemaur con-
firmed the feasibility of his 
project, he was also weary 
of the difficulties involved, 
including his concern about 
the low flow and long drought 

of the rivers of La Mancha, for which he proposed the 
use of an economic lock model, which would save 75% 
of the water from the locks, based on the famous Boez-
inge lock, near Yprès, in Belgium, which he mentions in 
his memoir. The construction of these locks was limited 
by the high cost of construction and the slowness of the 
passage manoeuvres. These problems would be com-
pounded by future operational issues due to the need 
for specialized personnel, given the complexity of their 
handling and the difficulty of keeping a very long hori-
zontal canal free of silt and aquatic vegetation.

The recently published technical analyses, consid-
ering current cartography, conclude that the layout pro-
posed by Lemaur was correct and the topographic sur-
vey very accurate, in relation to the technical means 
available to him, providing constructive solutions to all 
the problems of unevenness. Among the disadvantages, 
the problems of water supply stood out.

To get an idea of the enormity of the project, we 
can compare it with the French Canal du Midi, the oldest 

The idea was to build a  
navigable canal 771 km long, 
crossing a maximum height 

difference of 800 m.
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Image 6. Functional division of the Canal into sections, according to the direction of water flow due to differences in gradient. 
[Source: Sánchez Lázaro, Teresa (1995), p. 115] ©Colegio de Ingenieros de Caminos, Canales y Puertos.

Image 7. General profile of the Canal layout. [Source: Sánchez Lázaro, Teresa (1995), p. 117] © Colegio de Ingenieros de 
Caminos, Canales y Puertos.
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operating navigable canal in Europe (1681), which links 
the Mediterranean Sea with the Atlantic, featuring two 
slopes, a total gradient of 250 m, about sixty locks, and a 
length of 250 km. (Images 6 – 7)

c. Enforcement
By 1788, nearly a year and a half after construction 
began, the project was deemed a success, and the court 
viewed its progress with optimism. Despite completing 
only 24.16 km of the planned 50 km to reach the Toledo 
Bridge, the project had already constructed thirty-seven 
masonry and ashlar aqueducts, employed 2,500 to 3,000 
workers, and incurred expenses totalling 4,784,101 
reales. In June of that year, however, Cabarrús, disillu-
sioned with the prospects of providing supplies for the 
Army and Navy, proposed expanding the Bank’s role in 
the Canal project. He drafted a memorandum suggest-
ing the Bank assume ownership of the Canal, including 
the potential incorporation of the Manzanares Canal, 
with government support through a 20-year extension of 
the silver extraction privilege.14

When the Lemaur brothers learned of the Bank’s 
intentions to request ownership of the canals to continue 
them to Seville, they were willing to claim ownership of 
the section of the Canal that corresponded to their late 
father’s old Andalusia Canal project. They interrupted the 

works that were to begin on the section from Las Rozas to 
Madrid as a way of pressuring the Bank. These difficulties 
were followed by other new ones, such as the appear-
ance of diseases among the workers or their desertion 
from the works, because of a shortage of bread.15

By the time the Bank´s directorship changed on June 25, 
1790, many key figures who had driven the project had 
disappeared. With the death of King Charles III in Decem-
ber 1788 and the removal of Cabarrús from the Bank, the 
new managers observed the project with greater cold-
ness. They noted that there was only activity, although very 
little, at the El Gasco Dam. Certain circumstances did not 
help to obtain new support: the estimate of the cost of 
the works on the Guadarrama Canal, made in 1791 by the 
Lemaur brothers, exceeded their fathers budget by far. In 
addition, the Bank’s request for ownership of the canals 
remained unresolved by the government.

The uncertainty as to what the Bank´s definitive rela-
tionship with the Guadarrama and Manzanares Canals 
would be, combined with the reduction of silver extrac-
tion in the 1790s, influenced the slowdown of the work 
and the emergence of new conflicts, which demanded 
drastic reforms in the administration and technical man-
agement of the efforts. In 1796, it was estimated that it 
would still take two or three years to complete the El 
Gasco Dam, or even longer, depending on the available 

Image 8. Panoramic view of the El Gasco Dam. Source: Comunidad de Madrid. https://www.comunidad.madrid/cultura/
patrimonio-cultural/presa-gasco-canal-guadarrama. Creative Commons – Attribution (CC BY 4.0) [Consulted in December 27, 2023].
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Image 9. Allegorical portrait of Carlos Lemaur, created by Francisco de Goya, engraved by Pierre Philippe Choffard, 1788.  
Imagen procedente de los fondos de la Biblioteca Nacional de España. http://bdh.bne.es/bnesearch/detalle/bdh0000292652.  
Creative Commons – Attribution (CC BY 4.0)
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workforce. The final blow to the project came from the 
partial collapse of the El Gasco Dam, which occurred on 
May 14, 1799. The dam broke because after an intense 
storm, water accumulated and parts of the wall in the 
interior cells collapsed.16 (Image 8)

d. The suspension of the works
After the partial collapse of the El Gasco Dam in 1799, 
the Bank was relieved of the management and admin-
istration of the Guadarrama and Manzanares Canals 
(Royal Order of December 12, 1799). This responsibility 
was shifted to the Post and Roads Board, to which the 
Bank would henceforth pass a monthly amount of money 
intended to finance the works. After some failed attempts 
to take over the property and being separated from the 
management of the constructions, the Bank of San Car-
los continued to be linked to the project only through 
its financing. However, in 1802, the transfer of capital to 
the Post and Roads Board was interrupted due to lack of 
funds. This led to the building coming to a standstill.

In 1829, the State canceled the overall debt of 316.6 
million reales, accumulated over nearly 50 years with 
the Bank of San Carlos. This debt included overdrafts 
from the Guadarrama and Manzanares Canal projects. 
In exchange, 40 million reales in cash was paid to the 
shareholders of the Banco Español de San Fernando, 

the direct predecessor of the Banco de España, ensuring 
that no outstanding State debt remained with the Bank of 
San Carlos for the canal and dam works. (Image 9)

Corollary
The construction of the Guadarrama and Manzanares 
Canals aimed to improve the Court with vital supplies in 
a more efficient manner and the Bank’s directors were 
convinced of its future profitability. However, when the 
failure of the Army and Navy supply contract became 
evident, Cabarrús proposed shifting the investment bur-
den to public works. His vision was not for the Bank to 
act as a constructor or administrator but as the owner of 
the canals, with the goal of profiting from their successful 
operation. Although the Government did not accede to 
his request and in fact withdrew its competence over the 
canals in 1799, it had already invested more than 5 mil-
lion reales. Professor Pedro Tedde, who wrote extensively 
on the construction of the canals between the centre and 
the peninsular periphery in the 18th century, remarks 
that: “it is remarkable that Cabarrús already in 1780 antic-
ipated three basic characteristics of the future railway 
plan: the considerable capital formation on the basis of a 
joint-stock company, the attraction of voluminous French 
investment, and the construction of a transport network 
running parallel to the main already existing roads.”17

THE GUADARRAMA CANAL AND EL GASCO DAM

Image 10. El Gasco Dam. Source: Google Earth. (s.f.). http://google.es/earth/  
This map included data from Instituto Geográfico Nacional. [Consulted in December 27, 2023].
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Recently, remains of materials from the El Gasco 
Dam and the Guadarrama Canal, as well as roads, con-
structions, quarries, and other elements associated with 
it, have been identified in the municipalities of Torrelo-
dones, Galapagar, and Las Rozas de Madrid. Consider-
ing the value of these infrastructure relicts as a vestige 
of a large-scale and relevant historical engineering pro-
ject, the Community of Madrid has declared it an Asset of 
Cultural Heritage18 in the category of Cultural Landscape. 
The Historical Archive of the Banco de España is proud 
to have been the primary source of research for the initi-
ation of the dossier based on an exhaustive investigation 
of its papers. (Image 10) 
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Abstract
This study aims to examine the role of the Bank of Sic-
ily from its creation in its embryonic form of the Cassa 
di Corte1 in 1843 until its recognition ex jure in 1867 as 
one of the fundamental banking institutions in both Sic-
ily and the newly unified Kingdom of Italy. The impor-
tance this institution had for the economy of the island, 
for both positive and negative reasons, will be out-
lined by focusing on two aspects: firstly the relationship 
between the Sicilian Treasury and the Neapolitan House 
of Rothschild under C.M von Rothschild and Sons and 
the House’s agents; secondly the particular Bourbon 
financial legislation or what is termed the “riscontrata”, 
that is the recognition, or not, of the Sicilian bank’s 
financial instruments throughout the Kingdom of the 
Two Sicilies2 and the impact this had on the island’s 
socio-economic and political scene. These two features 
are key factors to understanding the questions concern-
ing the unpopularity of the House of Bourbon, as well 
as issues which have plagued the country to the pres-
ent day, the north-south divide, or the economic “gap” 
between the two-halves of the same nation (Malanima 
and Zamagni, 2010). The negative relationship that was 
created in 1849, between Naples (the ‘Banco Regio al 
di qua del faro’) and Sicily (the ‘Banco Regio dei reali 
dominiial di là del faro’) is paramount to understanding 
a duality which existed in the south itself. This duality, or 
desire for autonomy, characterised the nineteenth-cen-
tury struggle to maintain both institutions: the Bank of 
Naples and the Bank of Sicily. The former was recog-
nised in 1862, the latter in 1867. This autonomous spirit 
survived until the third millennium: the Bank of Naples 
fused with Intesa San Paolo in 2002; while the Bank of 
Sicily was absorbed by UniCredit in 2010. What remains 
of the Bank of Sicily’s patrimony today, the architectural 
magnificence of its buildings is a tangible legacy of a 
grandiose past.

KeyWords 
Tavola, Bank of Sicily, Ingham, Florio, Carl Mayer von 
Rothschild of Naples, Unification, Rothschild agents.

Introduction: Setting the Scene  
for the Nineteenth Century.
The Bank of Sicily was created in 1867 alongside the 
Bank of Naples, which was founded in 1863, after Uni-
fication in 1861. However, the Sicilian bank’s origins 
can be sought in a medieval institution, the so-called 
“Tavola” instituted in 1554 and suppressed in 1855. In 
Sicily there were two “Tavole”: the Tavola Pecuniaria of 
Palermo and Messina.3 

From 1282, the Sicilian Vespers, to 1815, the Con-
gress of Vienna, Sicily had been separated from Naples. 
These two distinct kingdoms were united in 1815 with 
the creation of the Kingdom of the Two Sicilies under Fer-
dinand I of Bourbon. The ambitions of European powers, 
namely the British and the French had exacerbated this 
division during the Napoleonic Wars, while others such 
as the Swiss, exercised an imperceptible, silent colonial-
ism (Zichichi, 1988). Naples had been under French rule, 
briefly during the Parthenopean Republic of 1799 and 
then under Joseph Bonaparte and his successor Joachin 
Murat from 1806 to 1815, while Sicily was a British pro-
tectorate from 1806 to 1816, with Lord William Bentinck, 
culminating in the British Constitution of 1812 in Sicily 
and the short-lived regency of Francis I.

The main role of the Tavole of Palermo and Messina 
was to provide a safe place for deposits, and a source of 
capital for the local government’s administration and to 
pay the taxes requested by Naples. The Tavola had no 
function as a commercial bank, which would urge the 
business class to seek solutions to business credit with 
foreign bankers on the island or abroad. In Naples in 
1794 eight banks had fused into the Bank of Naples or 
Cassa di San Giacomo (1808) which became the main 
bank in Naples, where the Bourbons concentrated their 
financial operations. Besides the Bank of Naples, only 
the Monte di Pietà remained, a forerunner of what mod-
ern Europe would institute as pawn-banks (Carboni and 
Fornasari, 2019).4 In 1808 the national Bank of the Two 
Sicilies (also known as the Banco di San Giacomo) was 
given a French imprint under the Napoleonic codes and 
other financial institutions, such as the Neapolitan Stock 
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Image 1. Fede di credito from the Cassa di Corte of the Banco delle Due Sicilie which operated from 1843 to 1848.  
The Fede is in Benjamin Ingham’s name for his firm dated 10th December 1845 for 1,276.80 ducats. 
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Exchange created in 1778, were also reformed according 
to the French model.5 

When Ferdinand I of Bourbon became king of the 
Kingdom of the Two Sicilies, many of the ancient regime 
bankers had disappeared. War had transformed tradi-
tional markets and created others (Karlsson and Hed-
berg, 2021).6 The first financier to urge investment in the 
potential Sicily offered was Giuseppe De Welz (De Welz, 
1822). However, De Welz’s proposal to finance infrastruc-
tures on the island was abandoned with the Carbonari 
uprisings in 1820.7 Restoration charges in 1821 saw 
the million-ducat government loan for roads become a 
loan to pay for the Austrian army. The bankers Falconnet 
and Appelt were joined by Carlo Mayer von Rothschild, 
sent by Metternich to ensure Austria received payment. 
It is here that a contradictory phase of banking history 
begins- the Rothschild loans from 1822 to 1858 created 
extraordinary funding of the Bourbon public debt, which 
crowded out any competition, contrasting with the suffo-
cating tax exactments on Sic-
ily (Schisani et al., 2021). 

This study is structured in 
the following way: firstly, an 
analysis of the existing litera-
ture will focus on two aspects, 
the House of Rothschild in 
Naples, and its loans to the 
Sicilian Treasury and secondly 
the role of Bourbon financial 
legislation on the banking 
system in Sicily which resulted 
in a dichotomy between the 
banks of Naples and Sicily. 
The section on methodology will explain the use of the 
archive material to examine the questions of who the 
Bank’s clients were and how they used it, for example 
entrepreneurs such as Ingham and Florio. Lastly, a dis-
cussion will be presented on how the bank managed 
to build economically, socially, and politically the iden-
tity that it conserved, despite Cavour’s introduction of a 
National Bank for the Kingdom of Italy. Finally, conclu-
sions will be drawn on the overall importance of the Bank 
of Sicily in the region’s past and for its future.

Literature Review
Looking back on the House of Bourbon’s financial meas-
ures from 1794 to 1859, the Sicilian historian Trasselli 
commented:

Late and badly, the Bourbons decided to create a 
banking organization, weakened, moreover, by a mis-
placed Neapolitan rivalry, misplaced above all because 
it intended to establish a new Neapolitan colonization. 
[….] foreign bankers took advantage of it, the Roth-
schilds took advantage of it, who in Naples were able 
to place securities of European loans…..the Neapolitan 

money went to finance the German railway constructions 
in Baden; renounced the creation of modern banks and 
in the meantime tolerated that the banks of Franco-Swiss 
merchants lived in the Two Sicilies and that the few indus-
trial possibilities of Sicily were exploited by the French 
and the English. (Trasselli in Guiffrida, 1971, p.13). 

Indeed, the Bourbon’s organisation of the bank-
ing system in the Kingdom of the Two Sicilies reflects a 
geographical duality reproduced by the literature: the 
clear division in focus between the banking institutions 
of Naples and Sicily, held together with the over-arching 
feature of the Neapolitan House of Rothschild and the 
role it had from 1822-1860 in determining its own suc-
cess and shaping the economic and financial structure of 
Sicily, which, despite a subaltern role, was characterised 
by a fierce spirit of autonomy. 

The literature reveals a net separation between the 
two most authoritative scholars of the respective banks, 
Demarco (1996) and Giuffrida (1968, 1971). Additionally, 

Giuffrida analysed the sig-
nificance of the Neapolitan 
House of Rothschild and its 
agent Christian Fischer in Sic-
ily (Giuffrida,1968). 

The lack of importance 
given to the financial insti-
tutions in Sicily has been 
strengthened by the notion 
that documentation concern-
ing the island is scanty (Bidis-
chini et al, 1996). Much docu-
mentation in Sicily has been 
lost or destroyed since Uni-

fication, which has led to a more traditionalist interpre-
tation of the economic and social history of the island 
(Mack Smith, 2005). The idea of a two-speed Italy in 1861, 
with a strong north and an economically backward south, 
has permeated much literature of the nineteenth century, 
fuelled by nineteenth-century economists themselves, 
such as Ludovico Bianchini (Bianchini, 1859). 

As far as the banking structure was concerned, the 
lack of any structure that resembled a modern-day bank 
system until 1843 in Sicily meant that alternative struc-
tures and methods were sought to finance credit. Pri-
vate banks, both Sicilian and foreign, supplemented the 
role of the Tavola. Bills of exchange, credit and promis-
sory notes were paper forms of moving money around 
the realm and abroad as Sicilian coinage was scarce and 
Spanish dollars or silver “piastre” were imported at the 
beginning of the 19th century at high risk. Pioneers of 
these bills or “ghost-money” which were the contempo-
rary merchants’ flexible friends (Bolton and Guidi-Brus-
coli, 2021), paved the way for pre-Unification banking. 

After repaying the Austrian indemnity (1822-27), 
the embezzlement of La Lumia (1824), and general 

The lack of any structure  
that resembled a modern-day 

bank system until 1843 in  
Sicily meant that alternative 

structures and methods were 
sought to finance credit.
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Image 2. A fede di credito from the Banco del Regio dei Reali Dominii al di la del faro, Palermo branch, which operated  
from 1850-1860. The fede is in Christian Fischer’s name, dated 7th October 1856 for 15,000 ducats. 
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mismanagement, the Tavole needed serious reform.8 
Although the Tavole provided deposit facilities, and col-
lected taxes, businessmen relied on private banks to 
finance their commerce. The private banks were run by 
foreign and local businessmen connected to the financial 
markets of London and Paris. Among the foreign bankers 
in Palermo and Messina Ingham, Seager, Fischer, Mend-
ham & Caillier, Walser & Co were quoted in the guide-
books of the times,9 while local businessmen Verde, Florio, 
Chiaramonte Bordonaro, Villa Riso and Varvaro dominated 
Piazza Marina in Palermo. The long-awaited creation of the 
Cassa di Corte in 1843 by royal decree, literally translated 
as “the Court’s cash-desk”, operating side-by-side with 
the medieval Tavola in Palermo and Messina was the first 
step to introducing a more effective banking system and 
to winding-up the Tavola.10 The Tavola resisted for another 
decade, but the imprint given to the Cassa and its popu-
larity quickly supplanted the Tavola. Unlike the Tavole, the 
Cassa could issue fede di credito recognised throughout 
the kingdom and used by local and foreign businessmen 
alike. The Cassa di Corte collected deposits and was pri-
marily a deposit bank collecting silver and copper, like the 
Tavola. It was used by the Treasury and the local govern-
ment to collect coinage but issued fede di credito, polizze 
or polizzini so that paper money circulated freely around 
Sicily and around the realm.

The” fede di credito” (Images 1 - 2) was not a nov-
elty on the financial scene in Italy.11 The earliest surviv-
ing document from the archives of the Bank of Naples 
is a fede di deposito of the Monte di Pietà dated 1569. 
By 1844 the fede issued by the Cassa di Corte was not 
simply proof of a sum deposited there but had the value 
of currency, with the signature on the back endorsing 

it, meaning it could be given or received as payment. 
(Image 3) While entrepreneurs used the Cassa di Corte 
to deposit cash and obtain fedi di credito for their local 
operations, the Bourbons used it to pay for its administra-
tion, through the Treasury in Sicily, paying the hefty inter-
est on the Rothschild loans.12 The Sicilian Treasury had to 
pay for extraordinary debts, such as the Bourbon’s bun-
gling over the sulphur monopoly in 1839, compensating 
the French Taix Aycard Co and the British Sicilian mine 
owners.13 Lastly, by 1843 the Cassa di Corte also began 
to hold deposits of state institutions which migrated from 
the Tavola, with madre fede or current accounts, and han-
dled their running costs. Finally in 1849 a “Gran Libro 
della Sicilia” was created, a separate public debt register 
from the “Gran Libro” of Naples which in return for invest-
ments in public debt paid its investors a 5% annuity. 

Banking was inexorably linked to the socio-eco-
nomic structure of the cities (Lisle-Williams, 1984). Like 
their British contemporaries in London who formed an 
upper stratum through a process of “enculturation” and 
who dominated the City Boards (Lisle-Williams, 1984), 
in Sicily money created wealth and prestige with simi-
lar posts on the boards of the top local financial institu-
tions.14 In Palermo, the British merchant banker Benjamin 
Ingham was on the board of the Chamber of Commerce, 
and on the Stock Exchange while Vincenzo Florio a lead-
ing local entrepreneur was on the Board of Directors of 
the Banco Regio, later Banco di Sicilia, as well as on the 
Stock Exchange. The Bourbons also granted entrepre-
neurs “privative” or custom duty monopolies for certain 
commodities. Thus, Florio had the monopoly of cinchona 
as well as tobacco. Power was also consolidated through 
marriage and the “aristocratisation” or gentrification of 

THE BANK OF SICILY 1843-1867

 
Like their British contemporaries in London who formed  
an upper stratum through a process of “enculturation”  
and who dominated the City Boards (...), in Sicily money  

created wealth and prestige with similar posts on the  
boards of the top local financial institutions. 
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Image 3. Endorsements on the back of the fede di credito showing a simple endorsement (i) Sig. Walser & Co (alias Grill’s bank 
in Messina) and Adolfe de Hoessling; (ii) A fede from Arsenico Aycard endorsed to pay Giulio Brandt in Naples, signed Arsenio 
Aycard and Giulio Brandt and (iii) A fede of Bejamin Ingham endorsed to pay Giuseppe Fitone in Marsala in September 1856, 
who then re-endorses the fede to pay Paolo Brinecia of Marsala in October 1856.

3 (iii)

3 (i) 3 (ii)

35



e
a
b
h

 b
u

lle
tin

THE BANK OF SICILY 1843-1867

entrepreneurial families. Money bought land but also 
titles. Vincenzo Florio’s son Ignazio’s married Giovanna 
D’Ondes Trigona the daughter of Count Gallitano, while 
Ingham, already Baron of Scala and Manchi, married 
the Duchess of Spatafora. In contrast, marriage some-
times was not endogamic or based on acquiring titles, 
but strictly related to the banking profession: for exam-
ple in Messina, the Lellas married into the most important 
banking family, the Grills, whilst another important family, 
the Fischers, married into the Lella family (Fazio, 2001). 

The House of Rothschild, Naples.
The intervention in 1821 of the House of Rothschild in 
the fortunes of the development of the money market in 
Sicily had repercussions which lasted until 1861 and after 
Adolfe Rothschild’s departure from Naples (Schisani, 
2009). Although Carl Mayer von Rothschild’s loans made 
in 1824 and 1825 were not a revolution in international 
banking, they were for the Kingdom of the Two Sicilies 
(Neal, 2022). Neapolitan bonds were issued in sterling 
on the British market, and European markets too. They 
were a success, surviving the “Panic” in 1825.15 As des-
potic states became good re-payers (Flandreau and 
Flores, 2009), so the Bourbons relied on the Rothschilds 
until 1860. Carl Mayer managed to make the Bourbons 
a credible investment on the European money market 
in London, Paris, and Naples (Schisani, 2010). Moreover, 
sovereign debt became a lucrative interest payer. Carl 
Mayer’s own share of the Gran Libro was worth an annu-
ity of 1,041,021 ducats in 1846 (Ostuni, 1992, np).16

The relationship of many bankers in Sicily with the 
Rothschild house was a contradictory one, but also a 
stimulus to striving to create alternative banking struc-
tures, free from the monopoly of Naples. On the eve of 
unification Florio had gained approval for an independ-
ent bank together with the top entrepreneurs in Sicily 
to promote commerce and business on the island and 
compete with the haute banque of Naples. In 1859 the 

“Banco di Circolazione per la Sicilia” was approved but 
never implemented, pre-empted by the arrival of Gari-
baldi in 1860 (Cancila, 2020). The move made by Florio 
and other entrepreneurs to create a commercial bank to 
protect their interests was not unique to the money mar-
ket of the time. A parallel move was made by Heath & Co 
in London to counter the rise of new forces on the mar-
ket in the 1850s (Cottrell, 2012). The rise of new banks 
such as the Pereires’ Credit Mobilier or Credit Lyonnaise 
enhanced existing houses’ defensive attitude.17 Indeed, 
established British merchant banks such as Heath & Co, 
Gibbs and Dobree, even Huth crowded together against 
the rising competition creating the International Financial 
Society (IFS) of 1863 (Cottrell, 2012).

However, the inflexible attitude of both the House of 
Bourbon and the House of Rothschild towards the Bank 
of Sicily became more evident after 1848. The fedi of the 
short-lived revolutionary National Bank of Palermo and 
Messina, were not honoured by Naples, the so-called 
“riscontrata.”18 Thus, for the following nine years fedi 
issued in Sicily could only be used in Sicily, whilst the 
relentless insistence of the Minister for Finance for punc-
tual repayment for the disruption in tax payments from 
1848- 1849 had profound economic and political con-
sequences for Sicily. Anti- Sicilian legislation subjugated 
Sicily economically to Naples.19 Denying the newly con-
stituted Banco Regio20 in Sicily the “riscontrata” for nine 
years, fuelled speculation and made private banking 
the only alternative sources of credit. The wealthy pri-
vate bankers could look abroad, while the lack of busi-
ness credit outside of Palermo and Messina coupled with 
the shortage of decent silver currency in circulation pre-
sented serious problems for the socio-economic stabil-
ity on the island (Giuffrida, 1968). Resentment grew into 
a schism between Naples and Palermo, reinforcing the 
political division created after 1848. 

However, by 1858 the darkest moment of crisis 
for the Bank of Sicily was over, and an upturn in grain 

 
The relationship of many bankers in Sicily with the  
Rothschild house was a contradictory one, but also  
a stimulus to striving to create alternative banking  

structures, free from the monopoly of Naples. 
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What emerges from the research is a complex picture of 

international and local financial activity, emphasising the bank’s 
commitment to its local community in general, while underlining 

the over-arching networks of haute banque finance. 
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supplies alongside the payment of the Rothschild loan 
interest, meant that by December of the same year it 
was able to create the “Cassa di Sconto” or Discounting 
House with one million ducats from its reserves.

Post-Unification and the Struggle to Autonomy 
1860-1867
Unification began another phase in the long battle for 
autonomy and for an institution tailored to the needs of the 
island and its society. Cavour, the new Italian Prime Min-
ister, intended one National Bank to suffice as the bank-
ing institution of the Kingdom of Italy. In 1862 the National 
Bank opened in Palermo and gold, not silver, became the 
currency of the new Kingdom. The Bank of Sicily’s Direc-
tor Antonino Radicella defended his bank’s right to co-ex-
ist with Cavour’s National Bank, being in favour of a plural-
ity of financial institutions to aid commerce and industry 
in Sicily. Radicella questioned the logic behind Cavour’s 
insistence to monopolise the banking system. In 1863 the 
Bank of Naples obtained a decree to maintain its auton-
omy and initially the idea to fuse the Bank of Naples with 
the Bank of Sicily was proposed. This idea soon floun-
dered because in 1865 when Radicella pointed out that 
the Bank of Naples was heavily indebted to the Bank of 
Sicily, as the Bank of Naples issued the new fede in favour 
of the National Bank which were then cashed in Palermo 
or Messina. Thus, once again Naples suspended the 
“riscontrata.” Hence Radicella used the Bank of Sicily’s fedi 
and kept the National Bank’s fedi as a reserve. Making the 
bank of Sicily’s fedi the only legal tender in 1866 instead 
of closing the bank created a positive turnover. By con-
trast many bankers reacted ambiguously; for example Ing-
ham bought shares in the National Bank as did Florio, who 
bought enough of them to secure himself a place on the 
bank’s board in 1861 and inclusion on the national board 
in 1866 (Cancila, 2020).

Finally, having abandoned the idea to fuse the Bank of 
Sicily with that of Naples the only feasible alternative was 

to grant it autonomy, and in 1867 the Bank of Sicily was 
legally constituted. It remained an issuing bank until 1926.

Methodology 
This study uses archival material from the Bank of Sicily’s 
archives at the Lauro Chiazzese Foundation, and from the 
State Archives in Palermo.21 

The following research questions posed by this 
study were analysed using the above sources: who was 
using the Bank of Sicily and why, and secondly how did 
the bank survive and compete with other institutions 
conserving its own identity after Unification?

The records at the Lauro Chiazzese Foundation span 
both the Tavola and the Bank of Sicily. For practical rea-
sons the focus of this brief study were the records con-
cerning the Bank of Sicily, 1844-67. The records contain 
the monetary transactions of the bank from 1844 in the 
form of fedi di credito, the cash registers and the records 
of the administration of the bank’s Board of Directors. The 
Board of Directors’ registers and minute books were not 
included in this study as they concern staff matters rather 
than banking transactions. The daily registers of the bank 
were examined to analyse deposits and payments. The 
credit certificates or fedi di credito were also examined 
for a dual purpose: to establish who credit was granted 
to, and thus understand who had current accounts at the 
bank; and to analyse what the holder of the credit note 
did with their credit by ascertaining whether it was used 
as a cashier’s cheque and, if so, where or to whom credit 
was paid. The State Archives of Palermo were consulted 
to evidence the correspondence between the govern-
ment ministers, the Lieutenant General of Sicily, and the 
Rothschild agents. 

What emerges from the research is a complex pic-
ture of international and local financial activity, empha-
sising the bank’s commitment to its local community in 
general, while underlining the over-arching networks of 
haute banque finance. The Rothschilds of Naples could 
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collect bills from businessmen through their agents in 
Naples and Sicily and send them to the financial mar-
kets of London and later Paris. However, the same agents 
used the British private bankers like Ingham who sent 
bills of exchange and finance bills to the British financial 
market via merchant banks such as Heath & Co and Bar-
ing Brothers & Co.22

Findings
Firstly, the fedi di credito in silver show the amounts of 
money issued by the Cassa di Corte and Banco Regio 
and the transactions carried out by the clients. Although 
unfortunately, the “pandetta” or current account records 
are missing, some idea of individual client’s wealth can 
be gauged from the cash registers and the sums they 
exchanged regularly. What is significant is the distribu-
tion of clients. There is a clear indication that the bank 
was used by local and foreign businessmen. More fedi 
di credito were issued to Sicil-
ians than to foreign merchant 
bankers like Ingham, Seager 
or Morrison, although they 
used the bank regularly. The 
hypothesis is that British mer-
chants used the bank more as 
a place to deposit local cur-
rency rather than for busi-
ness transactions. This can be 
ascertained by the fact that 
they deposited local currency 
regularly, yet only occasion-
ally made use of fedi di cred-
ito and for small amounts. 
Instead, the local entrepre-
neurs like Vincenzo Florio conducted a great deal of 
business at the bank, for his firm Ignazio & Vincenzo Flo-
rio, but also for his own account. 

The fedi themselves show a significant flow of money 
around the island, not just from Palermo to Messina, but 
also other towns such as Catania and Cefalù. This can be 
demonstrated by the endorsements made on the fedi, 
which also show that the fedi were endorsed and then 
re-endorsed by their holders. Moreover, the fedi show 
a dual role played by agents such as Fischer and Kai-
sser & Kresner. Fischer was the Neapolitan Rothschild 
agent, while Kaisser & Kresner were Meuricoffre’s agents,  
and all were regular clients at the bank. Thus, despite 
there being no “riscontrata” after 1849 this did not hin-
der such business.

The fedi also show the complex relationship between 
the state and the bank, a significant percentage and 
the largest sums being issued by the Treasury through 
the Bank to Christian Fischer between 1844 and 1858. 
Whether these sums were being paid purely to Fischer 
in his role as agent of the House of Rothschild’s is more 

difficult to establish, as Fischer had his own banking 
house in Palermo. The fedi issued to Fischer by the Cassa 
di Corte and the Banco Regio range from one thousand 
to ten and twenty thousand ducats on average.23 Fis-
cher was the most important client in terms of amounts 
of money deposited at the bank and fede issued in his 
name between 1844 and 1858. As the House of Roth-
schild in Naples kept no records of the names of its cli-
ents, it is difficult to establish the business strategy Fischer 
followed with them (Rovinello, 2005). The information on 
Fischer’s fedi as to who sums might have been paid to 
apart from the Rothschilds or his own House is rare with 
a few instances showing payments made to houses in 
Messina, endorsed by his signature to the Swiss Fischer 
Brothers, and the Messinese banker Rizzotti (Demarco, 
1996). The fedi cashed after Fischer’s death in 1858 by 
Locher, probably a partner in Fischer’s own banking 
house in Palermo are signed fedi, the beneficiary being 

Walser & Co the Swiss bank in 
Messina run by Federick Grill, 
the most important banker in 
Messina in the period 1803-
1868. A formality on Locher’s 
behalf, given that the transac-
tion was conducted posthu-
mously, but one which reveals 
another link between the two 
Swiss houses.

As for state institutions, 
both records of “madre fede“ 
and “fede” exist, for example 
payments made by the Treas-
ury of Sicily, while records 
of transactions made by the 

Commission responsible for renovating the Cathedral of 
Monreale or deposits made by the Monte degli Orefici 
ed Argenteri24 of Palermo are on “madre-fede”. However, 
both types of fedi were kept and bound in the same silver 
cashier’s desk book. The “madre-fede” were used to refer 
to transactions between the bank and state-run concerns. 
However, normal fedi in payment from the Sicilian Inland 
revenue or “ricevitoria” to various tax offices in towns out-
side Palermo such as Corleone, Cefalù also exist, as do fedi 
issued by the emergency fund for public works or “Cassa 
Soccorso” as payment. Generally, fedi were issued to pri-
vate individuals, giving them more flexibility as they could 
be cashed in or endorsed as they liked. 

Conclusions
The Protest made in 1850 by the Sicilians after the Bour-
bon Restoration in Sicily records the island’s financial plight:

Subject to all the plundering of colonial finance… 
the Sicilian finance was exhausted by 30 years of rob-
beries by the Neapolitan government, its industry para-
lyzed by the miseries of the people, every productive 

Much still needs examining in  
the relationship between the  

Bank and society on the island, 
and the archival material at the 
Chiazzese Foundation is a key 

element in understanding this.
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force destroyed by ancient duties, and by others recently 
imposed and from those which the insatiability of the 
government will impose, the state will add new and 
unjust debts to the old and legitimate ones, and will not 
be able to avoid a forthcoming bankruptcy in the face of 
the old and new creditors.25

Despite all the adversities, bankruptcy did not 
occur. Filangieri, the Lieutenant General of Sicily, man-
aged to govern Sicily with the Rothschild’s loan, and 
the bank of Sicily had regained stability and profitabil-
ity by the eve of Unification.26 The paternalistic control 
exerted by the Bourbon crown had been contradictory 
both in its legislation concerning the economy in Sicily 
and towards the entrepreneurial class on the island. The 
Bourbons had attempted to modernise banking ser-
vices, but at the same time had limited Palermo by plac-
ing it under the constraints of Naples. The dynamism of 
the local business class in investing in the bank and find-
ing alternative sources of finance to promote commerce 
on the island and in the UK and US is notable (Cancila, 
2020; Brancato, 1993). The trust in a Sicilian bank for 
Sicilian business created from years of misplaced rivalry 
and isolation from the rest of the Kingdom of the Two 
Sicilies was also notable and a legacy that Radicella 
managed to transform into the Banco di Sicilia in 1867. 
Radicella was aided by a common sense of “Sicilian-
ness,” already evident in the Protest of 1850. The dichot-
omy between Sicily and Naples in the 1850s and then 
the resilience of the two institutions—the Bank of Naples 
and the Bank of Sicily—and their wealth is also a con-
trast to the traditional interpretation of an economi-
cally backward south with an inadequate financial sys-
tem and lack of an entrepreneurial class and industry. A 
revisionist approach casts some doubt on such a direct 
interpretation. Sicily was the world’s leading exporter 
of sulphur and essential for many European countries’ 
industrial success (Cunha, 2019). 

The archives demonstrate the complex net-
works of business relationships. Although these bank-
ers had their own private banks both in Palermo and 
Messina, the credit issued by the Bank was respected 
and exchanged among them. Even if Cavour’s new 
National Bank co-existed with the bank of Sicily, deci-
sions like Florio’s to sit on both boards of the banks 
shows the ability of the entrepreneurs in Sicily to imme-
diately “localise” their influence and protect their busi-
ness interests which in turn protected the social equilib-
rium of the island and its economy. As Giuffrida wrote 
“The creation of an autonomous Bank of Sicily in 1867… 
was the first act of that decolonisation the second act 
of which was Autonomy achieved in 1946” (Giuffrida, 
1971, p. 15). 

Clearly, much still needs examining in the relation-
ship between the Bank and society on the island, and 
the archival material at the Chiazzese Foundation is a 
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key element in understanding this, as are the archives 
of entrepreneurs like that of Ingham. By rebuilding their 
business environment and understanding their busi-
ness strategies more light can be shed on the money 
markets of the nineteenth century and their role in cre-
ating the basis of the modern markets of today. 

All images: © Bank of Sicily Archives, Lauro Chiazzese 
Foundation
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1  The “Cassa di Corte” in Palermo and Messina were branches of the 
Royal Bank of Naples, established by Ferdinand II in a decree of 
1843. The Cassa di Corte lasted until the Revolution of 1848 when 
Sicily proclaimed its own National Bank. On the subsequent resto-
ration of the Borbons in Sicily in 1849 a new bank was created the 
Banco Regio al di la del faro, the Royal Bank of Palermo and Messi-
na(translation-The Royal Bank Beyond the Lighthouse) which was 
analogous to the Royal Bank of Naples-il Banco Regio al di qua 
del faro (translation- The Royal Bank on the other side of the faro- 
i. e., the mainland_ these names come from the medieval realm 
before 1282 and the Sicilian Vespers). However, this bank could 
not exchange its credit notes “fedi di credito” outside Sicily, as the 
Royal Bank of Naples refused to recognise them.

2  The Kingdom of the Two Sicilies was proclaimed in 1816 after the 
Congress of Vienna when Ferdinand I united Naples and Sicily 
under his rule. The two parts of the Kingdom had been separated 
since 1282 into the Kingdom of Naples and the Kingdom of Sicily 
after the Sicilian Vespers- a revolt against the French Angevin rulers 
in favour of the Spanish Aragonese. This meant that even though 
Ferdinand I was ruler of both states from his incoronation in 1759, 
each kingdom up to 1816 had its own independent monetary sys-
tem, weights and banking institutions. Sicily had the “Tavole Pecu-
niarie” established in 1554, closed in 1855.

3  The Tavole Pecuniarie were banks which accepted deposits from 
private individuals, religious orders and state institutions. The Sicil-
ian treasury kept its accounts there, collecting taxes and paying 
state expenses through the Tavole. They were made obsolete by 
the Cassa di Corte in 1843 but survived until 1854 when Ferdinand 
II closed them.

4  The Monte di Pietà were Borbon institutions and forerunners of 
pawn-banks and microcredit institutions, these institutions also 
received charitable donations from rich nobles and made loans 
on property, while the Monte Frumentari were institutions which 
gave seeds to farmers in exchange for crops, selling excess grain 
for profits and lending money at 5% interest.
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5  The Napoleonic commercial code introduced in 1807 reorganised 
the Bourbon financial institutions (FerdinandI had already unified 
the medieval Monte di Pietà in 1794 under one structure the Bank 
of St James or the National Bank of Naples) by trying to enforce 
the French model onto the National Bank of Naples, the Stock 
Exchange and the Chambers of Commerce.

6  Karlsson and Hedberg (2021) argue firstly that belligerent 
countries sought new markets in “a widespread substitution of 
new for old trase channels” and as a result neutral states trade 
increased during 19th century warfare: “belligerent-neutral 
trade was either unaffected or even increased during times of 
war” in “War and trade in the peaceful century: the impact of 
interstate wars on bilateral trade flows during the first wave of 
globalization, 1830–1913.” The Economic History Review 74(3) 
page 810.

7  The Carbonari Uprisings of 1820-1821 against the Bourbons, 
spread from Spain to other absolutist states. The rebels in Palermo 
wanted the 1812 Constitution and more civil rights. In Sicily the 
revolt was put down by the Austrian troops sent by Metternich at 
the Congress of Ljubljana.

8  Camillo La Lumia a clerk at the Tavola of Palermo misappropriated 
funds and escaped to Malta with 18.284.87.5 ducats on 3rd Sep-
tember 1824. In Guiffrida, 1971, p102.

9  Dennis, G. (1864). A handbook for travellers in Sicily: including 
Palermo, Messina, Catania, Syracuse, Etna, and the ruins of the 
Greek temples, London: J. Murray.

10  Bankers had urged the Borbons in 1821 to create new institutions, 
De Welz had written a review stating the need for a bank in Sicily, 
see De Welz, G. (1822). Saggio su i mezzi da moltiplicare pronta-
mente le ricchezze della Sicilia, Nella Stamperia di F. Didot.

11  The fede di credito started as deposit certificates but quickly 
developed into two types “estinte per cassa” that is paid directly 
to whom presented the fede or “per banco” which was done 
without the actual movement of cash, but with a transaction of 
debit or credit recorded on the bank’s books. The bank had 
a “giornale di cassa” and a giornale di banco” for both types 
of operation. Each “fede” had an indication on it of the page 
or “foglio” in the bank’s books or “libro maggiore” where the 
main current account was registered. When the fede was used 
“per cassa” only the indication of the account the money was 
drawn from was shown, when it was “per banco” it indicated the 
account which was debited and the account to be credited. The 
fede was like a draft and transferrable when endorsed by the 
holder’s signature.

12  On becoming part of the Kingdom of the Two Sicilies, Sicily had 
been given a quota of the taxes to pay called “peso commune” 
based on the population of its cities. The percentage of taxes 
enacted on the island by the central government in Naples was 
roughly a quarter of all the taxes paid in the Kingdom. This would 
sharply increase with loans after 1822 and 1849 to the island to pay 
for the restauration of the Bourbons after the Carbonari revolts and 
the 1848 revolution.

13  Taix Aycard et Cie won the monopoly for sulphur production and 
customs duties in Sicily in 1838 which sparked off the so-called 
“Sulphur War” of 184 with Great Britain.

14  Lisle-Williams, M. (1984). “Merchant banking dynasties in the 
English class structure: ownership, solidarity and kinship in the 
City of London, 1850-1960.” British Journal of Sociology: 338 and 
Table II p.341.

15  The 1825 Panic refers to a financial crisis when Latin American and 
South European (Portugal and Greece) securities plummeted on 
the London Stock Exchange. The Kingdom of the Two Sicilies was 
one of very few sovereign borrowers not to default during this crisis 
and Flandreau and Flores (2009) conclude this was due to the fact 
that they “were countries that lacked constitutional checks” Flan-
dreau, M. and J. H. Flores (2009). “Bonds and brands: foundations 
of sovereign debt markets, 1820–1830.” The Journal of Economic 
History 69(3): p.658.

16  Taking one ducat to be worth 4,25 Italian lire in 1861 see R Giuf-
frida, R. (1968). I Rothschild e la Finanza Pubblica in Sicilia (1849-
1855), S. Sciascia page XI, then using a historical converter of cur-
rencies <https://inflationhistory.com >where 4.25 lire in 1861 
would be worth Euro 24.30 today, means the Rothschild share 
was immense.

17  Private banks throughout the 19th century moved from being sole 
financiers (or one family of bankers in the case of the Baring -Hope 
Contract) of government loans to jointly backing government loans 
as risks increased and financial markets began to change. New 
banks emerged like Credit Mobilier and Credit Lyonnaise which 
challenged older more established banks like Baring Brothers & 
Co and even the Rothschilds.

18  The riscontrata was the exchange of fedi between the Royal 
bank of Naples and the Royal Bank of Palermo which was sus-
pended from 1849 until 1859 after the Revolution of 1848. This 
meant fede could circulate within Sicily but not on the mainland. 
However, many agents of Neapolitan bankers such as the Roth-
schilds and Meuricoffre had accounts in Palermo and used fedi 
di credito in Sicily: for example, Kaissner & Kresner were agents 
for Meuricoffre, while Christian Fischer was the Neapolitan Roth-
schild agent in Palermo.

19  Legislation of 1824, and 1843 on customs duties and “cabotaggio” 
shipping privileged Naples.

20  The “Banco Regio Dei Dominii AL di là del Faro” was inaugurated 
in 1850, it was the newly renamed Cassa di Corte which abolished 
the Revolutionary government’s National Bank in Palermo from 
1848-49.

21  State Archive of Palermo, Gancia Section MAS :Ministero e Real 
Segretaria di Stato per gli Affari di Sicilia presso Sua Maesta in 
Napoli and :M.L Ministero e Real Segretaria di Stao presso il 
Luogotenente Generale in Sicilia – F= Ripartimento delle Finanze.

22  The Baring Archives London and the Ingham- Whitaker Archives, 
Marsala show Ingham’s financing of his commerce with bills of 
exchange against shipments of wine through his London agent 
Jameson Hunter and fiancé bills on behalf of the Rothschild agent 
Christian Fischer.

23  Taking one ducat to be worth 4,25 Italian lire in 1861 see R Giuf-
frida, R. (1968). I Rothschild e la Finanza Pubblica in Sicilia (1849-
1855), S. Sciascia page XI, then using a historical converter of cur-
rencies <https://inflationhistory.com >where 4.25 lire in 1861 
would be worth Euro 24.30 today.

24  Translation: Goldsmiths and silversmiths

25  Author’s translation of The Protest of the Sicilians in 1850 Archivio 
di Stato di Palermo. Ministero e Real Segreteria di Stato presso il 
Luogotenente Generale in Sicilia- Finanza (F) B4272 fasc 7/196 
Protesta dei Siciliani nel 1850 A.1

26  The Lieutenant General (previously called a Viceroy until 1815), 
governed Sicily for the Bourbons who remained in Naples.
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Abstract
Building a modern state from the ground up provides a 
unique perspective on the role of the economy within the 
contemporary state framework. The aim of this work is to 
show the process of establishing the economic founda-
tions of the newly formed state and the specifics of the 
investment process in the years of subsequent economic 
crises in 1923-1924 and 1929-1935 when the new state 
of Poland faced capital deficiencies. The author wants to 
answer the question whether a state-owned bank such 
as Bank Gospodarstwa Krajowego (BGK, The National 
Economy Bank) can be considered a fully-fledged histor-
ical actor. The actor that is a collective entity whose deci-
sions and attitudes impact the well-being of society as a 
whole. Note that the English translation of Bank Gosp-
odarstwa Krajowego, BGK is - Polish Development Bank. 
‘National Economy Bank’ was used historically in the  
pre-war era.

Keywords
Industry, infrastructure, modernity, development, geo-
strategy, railways, shipment, Poland, development banks, 
state, credit, loans, capital, investment, restructuring,  
statism, liberalism.

Building a modern state from the ground up pro-
vides a unique perspective on the role of the econ-
omy within the contemporary state framework. In this 
article we are going to investigate the case of Poland  
and the role its National Economy Bank, BGK, played in 
the process. 

Before Poland regained independence in 1918, 
the country had been partitioned for 123 years by three 
major powers: Russia, Austria-Hungary, and Prussia. Each 
of these partitions imposed different political, legal, and 
economic systems on the Polish lands, resulting in sig-
nificant disparities in development and infrastructure. 
The lack of a unified state left Poland economically frag-
mented, with different currencies, taxation systems, and 
levels of industrialization across the regions. Agriculture 
dominated the economy, and the land was largely under-
developed in comparison to Western Europe.

The period leading up to independence in 1918, 
marked by World War I, saw much of the territory of 
future Poland ravaged by military campaigns, with sig-
nificant destruction of infrastructure and displacement  
of populations.

Other countries that have gone through similarly 
difficult transformations can certainly relate. Countries 
such as Finland, Ireland, and the Baltic states faced 
the challenge of rebuilding their economies and inte-
grating diverse regions after gaining independence in 
the first decades of the XX century. Finland, emerging 
from centuries of Swedish and Russian rule (1917), had 
to unify its fragmented economy, while Ireland, after 
gaining independence from Britain (1922), dealt with 
the legacy of colonial rule and economic disparity. The 
Baltic states—Latvia, Lithuania, and Estonia (1918)—had 
to build national economies from the remnants of Rus-
sian influence. Each of these nations followed unique 
paths to reconstruction, reflecting their diverse histor-
ical contexts.

Over the two decades of the inter-war period, we 
could observe the process of building the economy, 
whose investment effort serves the Republic of Poland 
100 years later.  The borders of pre–war Poland were 
drawn based on wars, uprisings and plebiscites cre-
ated a completely new economic space. A space that 
required new routes, new industries, new markets and 
new international credibility.  All this could only hap-
pen thanks to unprecedented investments and the 
commitment of state resources—a kind of “leap into 
modernity”.1

The aim of this work is to show the process of estab-
lishing the economic foundations of the newly formed 
state and the specifics of the investment process in the 
years of subsequent economic crises in 1923-1924 and 
1929 -1935, when the new state of Poland faced capital 
deficiencies. The author wants to answer the question 
of whether a state-owned bank such as Bank Gospo-
darstwa Krajowego (BGK, The National Economy Bank) 
can be considered a fully-fledged historical actor.  
An actor that is a collective entity whose decisions and 
attitudes impact the well-being of society as a whole. 

Building a nation from ground up:  
A comprehensive insight

POLISH DEVELOPMENT BANK

Radosław Milczarski
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Image 1. Gdynia. New Baltic Harbour (1925) Original title: 'Gdynia. Nowy port nad Bałtykiem' Author: Norblin, Stefan (1892-1952) 
Source: Digital Library of Marie Curie University in Lublin https://www.bc.umcs.pl/publication/680  PUBLIC DOMAIN 
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Independence
Before Poland regained independence in 1918, it had 
endured 123 years of partitions and foreign rule. The 
country had been erased from the map of Europe in 
1795, divided among three powerful empires: Rus-
sia, Prussia (later Germany), and Austria. The partitions 
came in three stages—1772, 1793, and 1795—each fur-
ther reducing Polish sovereignty until the nation ceased 
to exist as a political entity. During the 19th century, Poles 
launched numerous uprisings, such as the November 
Uprising of 1830 and the January Uprising of 1863, but 
these were ultimately crushed by the occupying pow-
ers. The dream of independence persisted through clan-
destine efforts to maintain Polish culture, language, and 
a national identity. Throughout World War I, opportuni-
ties emerged as the three empires that controlled Polish 
lands were weakened by the conflict. With the defeat of 
the Central Powers and the turmoil following the Russian 
Revolution, conditions finally 
allowed Poland to reassert 
itself, and on November 11, 
1918, Poland proclaimed its 
independence, marking the 
return of a free Polish state. 

Polish independence, 
dreamed of by generations 
of freedom fighters, had to 
confront democratic prac-
tice and economic real-
ity.  In 1918, Polish society 
was markedly different from 
that of 1795, when the Pol-
ish-Lithuanian State had dis-
appeared from the map of 
Europe.  During the absence 
of their own state, Poles 
experienced the Industrial Revolution, the rise of capi-
talism, and significant shifts in social structure, including 
professional, cultural, and class changes.  The country 
faced the challenges of unifying different legal, educa-
tional, and social systems. The aftermath of World War I 
severely impacted Poland’s economy: industrial produc-
tion fell by 86%, agricultural production by over 30%, 
and railways were destroyed by 90%. By 1919, more than 
60% of the state budget was allocated to the military war 
with Russia.  Inflation which reached 35,000% in 1923, 
further devastated the already fragile economy.2 Recov-
ering from wartime destruction was exceptionally diffi-
cult, especially as the retreating armies dismantled facto-
ries and destroyed infrastructure. It wasn’t until 1937 that 
Poland`s GDP per capita finally surpassed the 1913 level.3

For Polish citizens, modernity equated to statehood 
itself. Since the Age of Enlightenment, the state was sup-
posed to shape the welfare of its citizens, provide edu-
cation, health care and social security. Poles, after years 

of oppression, were used to a lack of political rep-
resentation and deliberate discrimination – now they 
could sense that citizenship was advancing to a new 
stage.  Five-adjective elections and women’s suffrage 
elevated civic awareness to unprecedented levels.4   
The new state, though not without flaws and abuses, 
slowly sought to embed genuine guarantees of civil 
and social rights into its philosophy.  However, their 
implementation was mainly superficial. Minority rights 
were violated, power was abused. In 1920, Poland was 
ranked 23rd place out of 28 European countries regard-
ing the level of sophistication of infrastructure neces-
sary for socio-economic development, based on five 
components (transport, communication, housing sup-
ply, healthcare, educational and cultural services).  In 
1937, Poland climbed to the 21st rank.5 The question 
arises as to whether the Polish modernization pro-
ject of the 1920s can serve as inspiration for us today, 

and whether the challenges 
faced in establishing institu-
tions at that time illustrate the 
difficulties of this path?  As 
polish historian, Rafał Matyja 
wrote: “Independence is not 
a transition from the state of 
being a victim of history to an 
angelic being, but a way out 
of a certain moral and polit-
ical weightlessness associ-
ated with the lack of tools to 
take care of one’s own fate 
to a state of difficult respon-
sibility for the ways in which 
we care about this fate”.6

In 1923, an effort to over-
come the economic crisis and 

political stalemate was undertaken with the appoint-
ment of Władysław Grabski, a proponent of the liberal 
school, as both prime minister and finance minister. The 
new Prime Minister, not associated with any party, set 
himself the goal of suppressing hyperinflation and sta-
bilizing the economy. The road to this required swift and 
radical reforms, that would not, however, further impov-
erish an already struggling society. First, a new Polish cur-
rency was introduced – the zloty. Second, a modern issu-
ing bank was also established in the form of Bank Polski 
SA. Funds for stabilizing the economy were to come from 
state spending savings and property taxes, which were 
supposed to only impact the wealthiest layers of soci-
ety. Regardless, the burden fell on the poorest, who were 
affected by employers’ actions, such as extending the 
workday to 10 hours to boost productivity. In response, 
the government attempted to intervene by introducing a 
13-week unemployment benefit, implementing tempo-
rary relief measures and regulating prices.7

In 1923, an effort to overcome 
the economic crisis and political 
stalemate was undertaken with 
the appointment of Władysław 

Grabski, a proponent of the liberal 
school, as both prime minister  

and finance minister.
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2.1

Image 2.1. BGK staff at the bank's first headquarters in 1925 

Image 2.2. Map of BGK branches in 1927 from a paper by President Roman Górecki prepared for the Economic Committee of 
the Council of Ministers

2.2
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Establishment of BGK 
The economic policy of the era was characterized by 
the conflict between liberalism and statism, focusing 
primarily on how extensively the state and its measures 
should intervene in the economy.  According to Prof. 
Urszula Zagóra-Jonszta: “Statism was not on the agenda 
of the ruling spheres (of Poland at the time). Therefore, 
after the end of the war with Russia and with the tran-
sition to a peacetime economy, under the influence of 
the widespread opinion on the needs to return to a lib-
eral economy, a decision was made to sell part of state-
owned enterprises and state shares in private enterprises 
(...). However, this trend did not last long. The decline in 
the share of the state sector in Poland`s assets between 
1926 and 1929 was not only halted during the years of 
the Great Economic Crisis, but the trend was reversed, 
and by the end of the interwar period, the value of the 
state’s share was increasing, especially as a result of the 
takeover of large industrial facilities that were in debt or 
acting to the detriment of the Polish state.  In addition, 
for strategic reasons, almost the entire arms industry was 
state-owned”.8

Władysław Grabski was known as a proponent of the 
liberal school of economics. However, due to the weak-
ness of the domestic capital base and the insufficient 
resources of existing state-owned banks, he decided to 
establish a strong state-owned bank. This bank would 
serve as a financial platform for long-term and strategic 
investments.9 This is how Bank Gospodarstwa Krajowego—
The National Economy Bank—was established in 1924. 

BGK’s original activities included granting various 
loans: long-term loans in covered bonds (mortgages) 
and bonds (municipal, railway, and industrial banking), 
construction loans, and loans to local government sav-
ings institutions. Mortgage loans related to the issuance 
of covered bonds could be obtained by owners of land, 
urban, residential, and industrial properties. Loans in 
municipal bonds were granted to the state, local govern-
ment associations, and public law institutions, secured by 
the assets of local governments. It was an instrument of 
state policy, but at the same time it was the main tool of 
the state’s modernization project.

Since the end of the 1920s, BGK has become the larg-
est bank of the Second Republic. Its capital was based on 
three banks from the merger of which it was formed, but 
which had been badly affected by rampant hyperinflation. 
This was not sufficient to fulfill the tasks set before it, so 
it was regularly raised. Already in 1927, the share capital 
was equivalent to that of the issuing bank, i.e. Bank Pol-
ski SA., and it was not much smaller than the combined 
capital of all 29 private banks.10  It was primarily a long-
term credit institution, occupying a leading position in 
this field in the country, providing 73 per cent of all such 
loans in 1929 and almost 90 per cent in 1938 (including 
loans financed from State Treasury deposits and special 

purpose funds). BGK’s share in the short-term loan market 
was 7 per cent in 1929 and 10 per cent in 1938 (the domi-
nant position was held by Bank Poliski SA). 

BGK played a crucial role in the restructuring of 
numerous loss-making enterprises deemed strategic for 
the economy and national defense, which entailed signif-
icant financial losses. 

However, it is worth emphasizing that BGK itself 
was a profitable organization. Despite its involvement 
in many difficult undertakings, it had earned the trust of 
the Polish people.  It was a key player in the implemen-
tation of the government`s socio-economic programs, 
managed special purpose funds and provided financial 
services to the public sector.  It financed and managed 
strategic enterprises crucial for national defense, par-
ticipated in debt relief efforts for agriculture and local 
governments, and provided or co-provided funding for 
numerous state investments, including infrastructure ini-
tiatives and significant industrial projects of the Second 
Republic of Poland. 

BGK was the institutional pioneer of modern 
Poland. Symbolically, this was reflected in its architecture, 
where the bank’s buildings and townhouses built by the 
pension fund often lead the way in new styles. Econom-
ically, it drove modernity and modernization by guaran-
teeing financing and actively investing in funds.

The very creation of the state gave birth to a new 
economic reality. The traditional sales market for Polish 
products were Russia and Germany. The cut-off of Bol-
shevik Russia and the tariff war with Germany severely 
restricted foreign trade. The challenge for the new state 
was to reshape the markets so that the revitalized indus-
try could find buyers for its products. 

Textiles, chemicals and, above all, mining and 
oil extraction were Poland’s only commercial advan-
tages. The railway system, constructed during the parti-
tions, had such significant differences in its network, that 
these variations are still visible on today’s map of Poland. 
(Image 2.4)

Foreign Credit 
BGK’s first task was to obtain and guarantee the repay-
ment of foreign loans.  The widespread lack of invest-
ment capital in Poland forced Polish people to look for 
it in other countries. As a young country, in an unfavora-
ble international environment and with internal prob-
lems, Poland had little creditworthiness. A state-owned 
bank, backed by the authority of the state, found it eas-
ier to raise sufficient funds compared to individual pri-
vate banks.

In 1924, the Prime Minister assigned BGK the task 
of securing a foreign loan to stabilize finances, stimulate 
lending to small producers and develop the Agricultural 
Bank support to farms.11 Dillon, Read & Co. Bank agreed 
to provide the loan, offering $26 million (equivalent to 
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2.4

Image 2.3. BGK building under construction 1929

Image 2.4. Headquaters of BGK in 1931. Warsaw
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$460 million today), under challenging terms (inter-
est rate - 8% per annum, secured on income from the 
sugar excise and on railway revenues), though still more 
favorable than those available through government 
loans.12 Despite the original expectation of $50 million, 
this amount was sufficient to boost economic activity in 
Poland, increase foreign exchange reserves, and increase 
construction credit. The task of negotiating with Dillon’s 
banking house was given to the representative of BGK 
in New York. At that time, there was a belief that a rep-
resentative of the banking sector could more effectively 
oversee the financial market and serve as an economic 
diplomat, doing so solely in consultation with the Polish 
consular service in the USA.13 

The second loan intended to stabilize Polish finances 
and guarantee the inflow of foreign currency was a loan 
from the Ulen & Co. banking society, this time taken 
directly by Bank Gospodarstwa Krajowego. Almost $10 
million ($170 million today) was channeled through the 
bank to the poorest municipalities. The American bank`s 
condition was for the bank, rather than local govern-
ments, to assume the debt, as recovery would be eas-
ier from a solid, government-backed banking institu-
tion.14 Despite the harsh loan 
conditions, with a real inter-
est rate of around 16%, BGK 
implemented restructuring 
programs to ease the repay-
ment burden on overex-
tended governments. For sev-
eral years, repayments to Ulen 
& Co. were made from the 
bank’s own resources.  Funds 
from the loan financed urban 
infrastructure for ten medi-
um-sized towns, and in 
the second tranche, start-
ing in1926, for six more.  Municipal sewage systems, 
municipal market halls and municipal slaughterhouses 
were built—key urban infrastructure urgently needed at 
the time. The bank also worked to place Polish munici-
pal bonds on the US market, which were to be used, for 
example for the electrification of Polish municipalities.15

The American bank’s claims were meticulously ful-
filled by BGK even during the war, when the bank and its 
authorities lived in exile in London. Paradoxically, the loan 
was the reason why the later communist authorities did 
not decide to liquidate BGK, as they had planned. Thus, 
in spite of all historical adversities, BGK kept its commit-
ments, confirming its reputation as a reliable partner.16 
BGK`s management of these receivables during the 
interwar period was also intended to serve as a showcase 
for foreign capital, highlighting the reliability and stability 
of the country’s financial institutions, which were viewed 
as “seasonal” abroad.

Gdynia
 The borders of the newly reborn Poland, shaped during 
four years of wars, uprisings, plebiscites and negotia-
tions with the victorious powers, created a new geoeco-
nomic landscape. Access to the sea was seen as crucial 
for development and was traditionally regarded as the 
key to Polish trade. However, by the decision of the vic-
torious powers, Great Britain, France, and the USA, the 
city and port of Gdańsk at the estuary of the Vistula River 
were excluded from the Polish territory. Historically con-
nected to the sea through trade along the Vistula River, 
Poland was left with only a narrow strip of coastline, 
which, apart from its beaches, included just one fishing 
village – Gdynia. (Image 4.1)

The history of the development of Gdynia as a city 
and port is one of the most spectacular examples of eco-
nomic development in the Second Republic of Poland 
(1918-1939).  It transformed from a fishing village with 
several hundred inhabitants to a modern city of about 
130,000 inhabitants and the largest port on the Bal-
tic Sea, in terms of commercial transshipment (since 
the mid-1930s). (Image 1) The building of the port city 
included the development of modern port infrastruc-

ture, shipyards and passen-
ger facilities for transatlantic 
cruise lines. In 1931, trans-
port exceeded 2 million 650 
thousand tons registered at 
the entrance, the same num-
ber at the exit under the flags 
of: Sweden (25%), Poland 
(18%), Germany (13%), Den-
mark (9.5%), France (7%), and 
the USA (7%) – while imports 
reached 507,000 tons, and 
exports reached 4,573,000 
tons, of which 4,274,000 tons 

were coal and oil.17 After 10 years, it had already over-
taken the Port of Gdańsk in terms of cargo handling 
capacity. By the outbreak of World War II, 80 per cent of 
exports and 65 per cent of all imports passed through 
the port of Gdynia. Calling pre-war Gdynia a “Polish win-
dow to the world” was therefore not an exaggeration.

BGK’s presence in Gdynia began in 1925 with the 
first president of BGK, Dr. Jan Kanty Steczkowski visit-
ing the coast.  As the newspapers reported, the Presi-
dent ‘ordered to organize and open a branch of a pow-
erful institution, such as B.G.K., in the fishing village of  
Gdynia'.18 When asked for whom and for what reason 
he was opening a branch of the bank in the middle of 
nowhere, he briefly replied: ‘My clients will be fishermen 
of the Polish sea coast”.19 The first BGK initiative directly 
related to Gdynia started in 1925. BGK developed a con-
cept for the development of Polish maritime shipping—a 
joint-stock company “Towarzystwo Żeglugi Morskiej” 

Despite the harsh loan 
conditions (...) BGK implemented 

restructuring programs to 
ease the repayment burden on 

overextended governments.
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Image 3.1. Seven percent BGK Municipal bond for 1,000 French francs in gold, 1930

Image 4.1. Port of Gdynia 1931
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with an initial capital of 10 million Polish Zloty (PLN). The 
company’s first investments were the purchase of three to 
four cargo ships and four ocean-going passenger liners.

In 1926, the first long-term loan granted by BGK was 
for the construction of the city’s shipyard.  Subsequent 
loans were granted for the development of the city`s 
infrastructure, loans for the development of maritime for-
eign trade, and for “financing transactions of a pioneer-
ing nature or of particular economic importance”. Over 
the following years, this was the core of BGK’s policy 
of financing the construction of Gdynia.  In 1927 BGK 
became a shareholder of the Polish Association of Sea 
Fishermen. In 1928, Gdynia received a loan for almost 4 
million PLN in municipal bonds. It was one of many loans 
made to the city at the time. These loans served to further 
expand the city in connection with its development as a 
commercial port. One of the most critical issues for the 
new port and city was securing an efficient source of elec-
tricity for its largest port. The existing hydroelectric power 
plant in Gródek was insuffi-
cient for the construction of 
the city and the port. The elec-
tricity issues were resolved 
with an $850,000 loan “for the 
construction of a water and 
electric plant in Żura and for 
the extension of the electric-
ity network to provide energy 
for the expanding city and 
port of Gdynia”.20  The con-
struction of a modern hydro-
electric power plant in Żura 
was completed at an express 
pace.  Commissioned in 1929, it was the largest in the 
country. Material traces of BGK’s involvement in the con-
struction of the new Polish port are still visible today in 
the landscape of Gdynia.21 (Image 4.2)

The first of these is the building of the BGK branch. It 
was established as early as 1927 and was the first bank in 
the city. When it opened, it had 10 employees, some of 
them being originally from the coast. In June 1928, con-
struction of the new BGK premises started at 10 Lutego 
Street. The new branch was designed by Konstanty Jaki-
mowicz, an architect working at the BGK head office. The 
modern building, together with a wing with apartments 
for employees was completed in August 1930. In 1932, 
26 employees were employed at the Gdynia branch, and 
by 1937 there were already 56.

The second most iconic remnants of BGK in Gdynia 
is the modernistic tenement house for bank employ-
ees in the main street of the city—called by the locals 
“Banker”. This most famous construction project com-
pleted before the war with funds from the BGK pension 
fund, is the largest residential building of pre-war Gdynia, 
designed by Stanisław Ziołowski. In 1935, construction of 

a monumental residential building began at the corner 
of 3 Maja and 10 Lutego Streets. Historians described the 
architecture as one of the flagship examples of Gdynia 
modernism of the interwar period, strongly inspired 
by the introduction of transatlantic liners.  The build-
ing opened in 1938.  It was equipped with a system of 
shelters, air filtration, and an underground car park.  The 
“Banker” still dominates the panorama city’s skyline.22 
(Image 4.3)

Main Coal Railway Line
The great logistical challenge was to link the Polish sea-
port on the coast with the rest of the country. The Pol-
ish railway network, inherited from Russia, Prussia, and 
Austria had been devastated during the war. 50 per cent 
of the railway bridges either lay in ruins or were unus-
able. More than 65 per cent of all railway stations were 
destroyed.23 The remaining railway lines functioned inef-
ficiently, and they collided with new national borders 

in numerous places, such 
as in the “Kluczbork corri-
dor,” where the track briefly 
entered Germany territory 
only to immediately exit back 
to Poland.  The German side 
charged considerable fees for 
the use of this section.24 There 
was also no reason to rely on 
road transport; only five per 
cent of roads were suitable 
for driving.

The existing railway line, 
which linked a brief stretch 

of the Polish coast with the interior, passed through the 
Free City of Danzig, where the authorities had a history 
of obstructing the passage of goods.  Just as in 1920, 
during Poland’s war, it blocked the transport of ammu-
nition under the pretense of neutrality.25  From 1924 
onwards, relations with Germany began to deteriorate 
drastically. The customs war with the western neighbor, 
resulted in a ban on the export of Polish raw materials 
through the territory of Germany. This threatened to be 
disastrous, because Germany was the recipient of almost 
60 per cent of Polish coal.26 This strategic threat was to 
be solved by a railway line connecting Gdynia directly 
with Silesia, in this way enabling the export of Polish raw 
materials.  For this purpose, Bank Gospodarstwa Krajo-
wego became a shareholder of the joint-stock company 
Francusko-Polskie Towarzystwo Kolejowe S.A. (Com-
pagnie Franco-Polonaise de Chemins de Fer), responsi-
ble for the construction of the Railway Main Coal Line. It 
was completed in March 1933.  The French sharehold-
ers were Banque des Pays du Nord and the metallurgi-
cal and armaments concern Schneider et Creusot, which 
had been part of the French Polish Consortium for the 

In 1926, the first long-term  
loan granted by BGK (in Gdynia) 

was for the construction of  
the city’s shipyard.
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Image 4.2. Hydroelectric power plant in Zur near Gdynia

Image 4.3. The "Banker"
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construction of the port in Gdynia since 1924. In addition 
to participation in the consortium, the company was also 
a shareholder of several mines and steelworks in Upper 
Silesia. It was therefore keenly interested in opening the 
sea route for Polish coal and reducing dependence on 
Germany.27 (Image 5.1)

On the first of March 1933, the Silesia-Baltic railway 
line was inaugurated at the Kasznica station, which con-
nected the industrial region of Poland with its Baltic har-
bour at Gdynia. It was 522 km long, making it the shortest 
section connecting Katowice (the capital of Upper Sile-
sia) with Gdynia. What was uncommon in Poland at that 
time was a technologically consistent railway line. Its sig-
nificance was noticed by the foreign press, for instance, 
the Berliner Tageblatt that highlighted its importance on 
May 5, 1931, while it was still under construction, as fol-
lows: “The construction of the Katowice-Gdynia line is 
changing the face of Europe from an economic and polit-
ical point of view". 

Coal mines were the main customers of the Sile-
sia-Baltic line. In normal times, the line transported more 
than five million tons of coal 
per year for domestic use 
and around ten million for 
export, sometimes reaching 
as far as South America. This 
accounted for sixty per cent 
of all transport on the line.28 In 
the opposite direction (espe-
cially from Sweden), over 
two million tons of ore were 
imported and used for transit 
purposes. In addition to trans-
porting raw materials, the line 
moved more than one million 
tons of agricultural and timber 
industry products and almost 
as much general domestic 
traffic.29 This calculation shows 
the character not only of Silesian-Baltic transport, but also 
of the new Polish economy. From then on, the direct line 
brought Polish coal to the Baltic Sea, and wagons filled 
with minerals from across the sea went from Gdynia to 
Silesian and Czechoslovak factories.   Gdynia`s hinter-
land, however, extended even further. The Silesian-Baltic 
line was connected to lines that ran through Lviv towards 
Ukraine and as far as the Romanian port city of Con-
stanţa.  There were also plans, through Balkan connec-
tions, for a trans-European north-south line from Gdynia 
to Thessaloniki in Greece.30

Besides altering geostrategic conditions, the main 
line positively affected internal rail traffic. It increased the 
density of the railway network, allowing for more efficient 
use of rolling stock and transport organization. It eased 
the load on railway lines, which could then be used for 

passenger transport.  Additionally, it offered develop-
ment opportunities for countries along the north-south 
route, serving as    the shortest route to the Baltic Sea 
for goods from Czechoslovakia, Hungary, Romania and 
Yugoslavia, even though   transit traffic never exceeded 
eight 8 per cent of the total.31

BGK’s Conglomerate
In 1926, the government officially tasked BGK with financ-
ing and restructuring the national arms industry. These 
measures supported the formation of the so-called BGK 
Conglomerate, which included enterprises crucial for the 
national economy and defense.

In 1929, the enterprises belonging to the BGK 
Conglomerate were divided into two groups.  The 
first included enterprises crucial for the defense of 
the country, while the second one was vital for the 
national economy.  The division was formal, regard-
less of the products of a particular company ending 
up in both groups.  In 1930, a Conglomerate Depart-
ment was established at BGK`s headquarters, which 

was renamed the Industrial 
Enterprises Department in 
December 1934, due to the 
reorganization of the head-
quarters structure. 

Over time, more and 
more industrial enterprises 
joined the BGK Conglom-
erate. The bank, as a state-
owned financial institution 
dedicated to rebuilding the 
national economy, had pre-
viously financed these enter-
prises to prevent their col-
lapse.  BGK relinquished 
its shareholdings in some 
enterprises once the correc-
tive programs it had imple-

mented took effect. In other cases, after declaring 
bankruptcy, these enterprises either became property 
of the State Treasury or, in one case, ceased to exist. 
(Image 6.1)

In June 1931, the Economic Committee of Minis-
ters adopted a resolution on limiting state sharehold-
ing in enterprises with a mixed ownership structure. The 
resolution was accompanied by a list of 19 enterprises 
in which BGK should liquidate its shares.  However, the 
implementation of the resolution was delayed for vari-
ous reasons. In 1931, only five enterprises were included 
amongst the most important enterprises: the Staracho-
wice Mining Work Association, the Association of Polish 
Mechanics from America, the Potassium Salts Exploita-
tion Society, the “Boruta” Chemical Industry and the 
“Grodzisk” Chemical Works.32

POLISH DEVELOPMENT BANK

In 1926, the government  
officially tasked BGK with 

financing and restructuring  
the national arms industry.  
These measures supported  

the formation of the so-called 
BGK Conglomerate.
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Image 5.1. Employees of BGK branch in Gdynia, 1934

Image 6.1. Opening of BGK Housing Exhibition in Warsaw Koło district, 1935
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 In the year before the outbreak of World War II, BGK 
ended its year as the most powerful bank of the Sec-
ond Polish Republic. Of all long-term loans in 1938, 73% 
came from BGK. Thanks to construction loans granted 
by BGK since 1924, more than 147,000 flats with almost 
400,000 rooms and approximately 9,000 flats with over 
16,000 rooms were built throughout the country.  The 
turnover of companies belonging to the BGK group in 
1938 reached a total of PLN 131 million. They employed 
over 14,000 employees, representing 1.5 per cent of 
the total workforce.33 (Image 6.2)

Conclusion
The new Polish state, confronted with post-war destruc-
tion, regional disparities, and an impoverished popula-
tion, had to rely on foreign capital and state investments 
for its key industries. The state authorities had no alter-
native policy, private capital was either scarce or reluc-
tant to engage in long-term investments. Some indus-
tries were also in state hands for strategic reasons related 

to state security. State intervention was also driven 
by the aim of reducing social tensions by preserv-
ing socially valuable enterprises or those that were 
significant employers in the region.34 At that time, 
planned economies and extensive state intervention 
were dominant trends in developing economies. The 
recovery required more investment than private cap-
ital could provide, a situation that persisted until the 
late 1970s.35 Bank Gospodarstwa Krajowego played 
a crucial role as a key investor, implementing gov-
ernment policies while maintaining a reputation 
that outlasted frequently changing governments. Its 
enduring mission across various socio-economic sys-
tems makes it a cornerstone in the story of Poland’s 
modernization and the significant progress made 
from 1918 to the present. 

Image 1: public domain 
All other images: © BGK 
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Image 6.2 New Bytom - Ironworks 1929
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Abstract
From industrial and agricultural production, transport, 
and communications to city lighting and urban life, the 
adoption of electric power has played a pivotal role for 
the development of the Greek economy after WWII. 
How did societies and national economies adopt and 
support the transformations brought about by this 
new energy source? What steps were taken to usher 
in this new era, and what decisions and initiatives were 
necessary in terms of research, funding, and organi-
zation to support this scientific and technical innova-
tion? What factors have shaped the methods of elec-
tricity production and distribution, and how have these 
evolved over time?

In this paper, we will focus on the archival unit 
within the Historical Archive of the National Bank of 
Greece (HA/NBG) entitled “White Anthrax,” a term 
used to refer to water and waterfalls as a source of elec-
tricity during the 20th century. Presenting a wide range 
of archival documents from our collection, we will 
delve into the history of the development of hydrau-
lic and hydroelectric power production in Greece. We 
will explore the prominent role financial institutions, 
especially the National Bank of Greece, played in the 
process of attracting funds and supporting the con-
duct of scientific research, as well as the establishment 
and operation of production units. Furthermore, links 
to other archival units from the HA/NBG will be cre-
ated to form a source network on the subject to reveal 
the richness of archival resources and how they can be 
relevant to a variety of historical topics. Our presenta-
tion of the archive will follow Nikos Pantelakis' (1991) 
Ο εξηλεκτρισμός της Ελλάδας. Από την ιδιωτική 
πρωτοβουλία στο κρατικό μονοπώλιο (1889-1956) 
[The Electrification of Greece. From Private Initiative 
to State Monopoly (1889-1956)] historical analysis of 
electrification in Greece.

Keywords
National Bank of Greece (NBG), electric energy, hydro-
power, hydroelectricity, syndicate of banks, energy 
sources, twentieth century.

1. First steps towards electrification and the use 
of hydroelectric power in Greece (1899-1948)
The first power plant was established in Greece in 1889, 
in Athens, by the General Contracting Company. In 
1895, the French Mining Company of Lavrion also built 
a power plant that provided the city of Lavrion with elec-
tric lighting. Gradually, small-scale units near the largest 
urban centers, like Athens and Piraeus, began to oper-
ate, mainly owned by gas companies.1 The involvement 
of the Thomson-Houston Electric Company of the Med-
iterranean in the Greek electricity market and the estab-
lishment of the Hellenic Electric Company in 18992 
would change the landscape. In the next two decades 
most of the important urban, production, and commer-
cial centers of the country were provided with electric 
power. Until then, all new local power plants ran on ther-
mal energy. The investment in hydroelectric plants was 
hindered by the significant distances between waterfalls 
and urban or industrial centers, coupled with the high 
costs of constructing the plants and transporting energy 
to the areas of consumption.3

During the Balkan Wars (1912-1913), and even more 
so during World War I, the consequences of the exclu-
sive usage of thermal energy became apparent. The lack 
of imported raw fuel and the sharp rise in the price of 
coal created the need for state restrictions and interven-
tions in the electricity market, provoking significant diffi-
culties for the production units. It was then that attention 
began to focus on the national power generation capac-
ity and on resources such as waterfalls and lignite. The 
National Bank of Greece (NBG), already actively involved 
in the electricity market with its participation in the capi-
tal of GEC, begun to show increased interest in exploit-
ing the waterfalls. In 1918, the first national law on the 
harnessing of hydropower was enacted.4

Two years later, in May 1920, at the initiative of the 
NBG, under the leadership of its co-governor, Alexan-
dros Diomides, the Hellenic Syndicate of Hydroelectric 
Studies and Facilities of Western Macedonia and Central 
Greece was founded.5 All of the country’s major banks 
participated.6 The Syndicate aimed at supporting the nec-
essary scientific, technical, and economic studies on the 
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Images 1a. & 1b. Cover and cross section from A. Boucher. Forces Motrices de la Macédoine Occidentale Grecque. 
Aliakmon Inferieure. (Driving forces of Greek Western Macedonia. Lower Aliakmon). Prilly. Feb. 1920. 
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usage of hydropower in Western Macedonia and Cen-
tral Greece, creating power transmission and distribution 
channels throughout the country, attracting investment 
capital, and, potentially, undertaking the construction of 
hydroelectric power plants. The National Bank of Greece 
took over the negotiations with the Greek state and, in 
January 1921, the Board commissioned the Swiss engi-
neer A. Boucher to study the hydropower capacity of the 
Acheloos River. In the following years, the studies focused 
on a variety of rivers, lakes, and waterfalls in the area; sta-
tistical and techno-economic analyses were made on 
the country’s industrial outlook, consumption, and distri-
bution, but also on the international legal framework of 
hydroelectricity.7

In 1922, the Municipality of Patras and the National 
Bank of Greece founded “Glafkos,” a hydroelectric 
company for the exploitation of the Glafkos River in 
the Peloponnese. In the same year, another hydroelec-
tric company was founded 
by the Municipality of Cha-
nia in Crete. However, his-
torical and political events, 
such as the consequences 
of the Asia Minor campaign 
and the defeat of the Greek 
Army (1922), which led to 
the arrival and settlement of 
large refugee populations in 
Greece, played an inhibiting 
role regarding the develop-
ment of the hydroelectricity 
network. The Hellenic Syndi-
cate of Hydroelectric Stud-
ies and Facilities of West-
ern Macedonia and Central 
Greece ceased operation in 
1930. NBG received permission from the Board to retain 
the right to use the studies to negotiate with the British 
Power and Traction Finance Company on the exploita-
tion of the waterfalls of the Krathis, Vouraikos, and Seli-
nountas rivers in the Peloponnese.8

During the turbulent years between the two World 
Wars, and due to the severe impact of the Asia Minor 
Disaster on the Greek economy, the development of 
the electricity production network relied on foreign 
investment funds. In this period, a rapid growth in the 
construction of small-scale local power plants across 
the country was observed. Despite the recognition of 
the importance and benefits of utilizing domestic pow-
er-generating resources by 1932, only 4% of the elec-
tricity consumed in Greece was generated by hydroe-
lectric plants.9 The significant upfront costs required for 
the construction of such units, along with the infrastruc-
ture needed to transport the power to the consump-
tion centers, required the investments to be long-term 

commitments. Foreign investors, such as the Power 
and Traction Finance Company, appeared to be more 
interested in thermal energy plants near major urban 
centers; therefore, the economy remained heavily 
dependent on imported raw fuel materials. Neverthe-
less, significant initiatives were undertaken, and the ini-
tial steps toward developing hydroelectricity produc-
tion were made during the interwar years.

The outbreak of World War II significantly aggra-
vated all the difficulties related to energy production. 
The Greek economy faced energy shortages and energy 
generation and consumption were unevenly distributed 
between urban centers and the rest of the country. The 
import of crude fuel to operate industrial units led to a loss 
of foreign exchange, while the potential of the untapped 
hydropower resources remained unaddressed.

During the war, in 1942, the National Bank of 
Greece set up the Committee for the Study of the 

Energy Sources of Greece 
and appointed engineer 
Theodoros Raftopoulos to 
lead the research on how 
to harness domestic energy 
sources, particularly hydro-
power and lignite. This ini-
tiative was part of NBG’s 
preparation of a general plan 
for rebuilding the national 
economy after the war. Dur-
ing the same period, along-
side Raftopoulos’ committee, 
other scientists conducted 
similar studies. They pro-
posed various strategies for 
the mid-term development 
of electricity production in 

Greece, all emphasizing the need for further hydro-
power exploitation.10

After the war ended, the United Nations Relief 
and Rehabilitation Administration (UNRRA) prepared a 
specific analysis on the matter of power production in 
Greece in May 1947. Α year later, the Greek Committee 
for European Cooperation proposed a four-year recon-
struction plan for Greece, based on the results of the 
UNRRA report, and within the framework of the Marshall 
Plan. According to the recommendations of the UNRRA 
report, the exploitation of hydropower and lignite would 
offer low-cost energy to the production units, a condi-
tion recognized as fundamental for the future indus-
trialization of the country. In 1948, the Greek Supreme 
Council for Reconstruction and the Greek government 
commissioned the American company EBASCO Ser-
vices Inc. to study and report on the optimal strategy 
and plan for the country’s energy production, transmis-
sion, and distribution. 

In May 1920 the Hellenic  
Syndicate of Hydroelectric  

Studies and Facilities of  
Western Macedonia and  

Cen tral Greece was founded.
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Image 2. Photograph from the report on the spatial measurement of Vouraikos River for the hydroelectric projects 
of the Hellenic Anonyme Hydroelectric Company Glafkos. Concrete pedestal on cliff northwest from the waterfall.
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2. Archival Sources on the Development of 
Hydroelectricity in Greece from the Historical 
Archive of the National Bank of Greece (HA/NBG)

2.1. The “White Anthrax” Archive
Within the Historical Archives of the National Bank of 
Greece (HA/NBG), under the archival unit related to the 
activities of its Technical Services Department, there is a 
subseries titled “White Anthrax.”11 Beneath this broad, 
almost poetic title lies a collection of documents cover-
ing all stages of the bank’s involvement in initiatives and 
research related to the development of hydroelectricity 
power in Greece. The archive consists of 172 document 
files and 22 books and covers the period from 1906 to 
1947. Going through the subseries’ descriptive entry in 
the electronic catalog of the HA/NBG, we are informed 
that “the subseries was originally created by the Commit-
tee for the Study of Energy Sources of Greece established 
in 1942.” We learn about its origins that “the Committee 
received the files, books, and 
plans of the Hellenic Syndi-
cate of Hydroelectric Studies 
and Facilities of Western Mac-
edonia and Central Greece, 
which had been established 
in 1920 by a group of Greek 
banks. After the abolition of 
the Committee, the study 
and gathering of data for the 
major reconstruction projects 
of the country were assigned 
to the Engineering Service of 
the Technical Services”. In the 
same entry, the content of the archival unit is described 
as “studies for the construction of hydroelectric facilities, 
electrification of transport, drainage works and construc-
tion projects.”

The review of the inventory with the file titles reveals 
three distinct thematic and chronological sections, which 
represent major chapters of NBG’s efforts to research and 
promote the use of hydropower. The first unit is related 
to the establishment and operation of the Hellenic Syn-
dicate of Hydroelectric Studies and Facilities of Western 
Macedonia and Central Greece. It consists of records 
from the first quarter of the 20th century. It includes the 
studies conducted by Boucher and other studies on the 
hydroelectric capacity of rivers in the central and north-
ern parts of Greece, as well as documents related to the 
general research on the issue of hydroelectricity, such as 
reports on the Italian legislative framework of the time. 
(Images 1a - 1b)

The second unit relates to the participation of the 
National Bank of Greece in the establishment of the Hel-
lenic Anonyme Hydroelectric Company Glafkos in 1922 
and the related research for the construction of the 

hydroelectric facility on the river Glafkos in the region 
of Patras, in the Peloponnese. The records of these files 
date from 1926 to 1948. They include a copy of the con-
tract with the Municipality of Patras for the project related 
to the Glafkos company; technical, geological, and eco-
nomic studies; correspondence and administrative doc-
uments on the supply of mechanical and other equip-
ment; the operation of the plant; the targeted market 
and the company’s cooperation with government ser-
vices. (Image 2)

Τwo archival files, containing correspondence and 
reports, are of significant interest as they detail the com-
pany’s operations during the German occupation, the 
challenges it encountered in the early post- war years, 
and the subsequent reconstruction period.

The third section provides detailed information on 
the work of the Committee for the Study of the Energy 
Sources of Greece, founded by the National Bank of 
Greece in 1942. The content of these files offers a detailed 

record of the committee’s 
research on the exploitation 
of domestic energy sources, 
particularly hydroelectric 
power. They include man-
uscripts and official reports 
covering a wide range of top-
ics related to energy sources, 
power production, trans-
mission, distribution, and 
consumption. The archive 
includes articles written by 
scientists and experts work-
ing for the committee; publi-

cations in the national press; reports on the development 
of hydropower generation internationally; records and 
data on the industrialization of Greece; and studies on 
the potential uses of electric power for urban infrastruc-
ture and transport. Most of these documents were pro-
duced during the war. Others are related to the recon-
struction period: among the latter, we find the minutes 
of the meeting held at the offices of the NBG between 
representatives of the Bank and the United Nations Relief 
and Rehabilitation Administration (UNRRA), on May 18, 
1946, as well as a copy of the final UNRRA report on the 
exploitation of the Greek energy sources from 1947 and 
a copy of the EBASCO report from 1949.

The establishment of the “White Anthrax” archival 
unit highlights the National Bank of Greece’s prominent 
role over nearly thirty years in spearheading national 
organizational and research initiatives. Due to the Bank’s 
active role in exploring and supporting the development 
of Greece’s electricity generation potential, a compre-
hensive collection of specialized, technical, and financial 
studies was initially created and ultimately consolidated 
into an archive. These studies represent a valuable and 

The archive consists of  
172 document files and  
22 books and covers the  
period from 1906 to 1947.
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Images 3a & 3b. Items from the “White Anthrax” collection of plans and maps.
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unique repository of historical information. They encom-
pass a wide range of technical reports on hydropower, 
covering not only the distribution and use of electricity 
in industrial and urban centers, but also hydraulic studies 
related to irrigation and drainage for agriculture. Addi-
tionally, the archive includes comprehensive economic 
and financial studies concerning the funding of hydro-
electric plant construction 
and operation, as well as the 
development of transmission 
and distribution networks. It 
also features data analysis and 
forecasts on Greece’s indus-
trial sector growth and elec-
tric power demand. 

The archive captures 
numerous stages of the com-
mittees’ work process and 
includes a range of research 
materials. These encompass 
third-party studies about 
Greece, as well as international reports on hydropower 
development, collected for various purposes. This exten-
sive collection provides a thorough overview of the sub-
ject, reflecting the technological and research advance-
ments of the time. 

2.2. The “White Anthrax” collection of plans  
and maps
As part of the NBG’s archival collection of architectural 
plans, the subseries of plans, maps, and technical draw-
ings of the “White Anthrax” archive12 forms a set of archi-
val records of unique value. With a total of 586 items, 
arranged in 48 archival files, this collection functions as 
a complement to the archive and should be examined 
alongside the studies conducted at all the various stages. 
Similar to the observations on the documents, this archive 
also contains records that were either collected by the 
working groups of various committees or produced by 
them for their research purposes. (Images 3a – 3b)

To categorize the items in this archival collection, two 
criteria could be used: Firstly, the specific study or phase 
of the process to which they refer or belong to; secondly, 
the type of record (drawing, map, topographic plan etc.). 

Regarding the first criterion, based on the analysis of 
the archival documents, the collection includes records 
from the operational period of the Hellenic Syndicate 
of Hydroelectric Studies and Facilities of Western Mac-
edonia and Central Greece (1920-1930) and records 
created by the Hellenic Anonyme Hydroelectric Com-
pany Glafkos. Additionally, it contains materials related 
to the Committee for the Study of the Energy Sources of 
Greece (1942-1947). 

Regarding the second criterion, the collection of 
nearly six hundred items includes a diverse array of 

technical drawings and plans. As previously mentioned, 
some of these records were collected specifically for the 
studies, while others were produced by government 
agencies, such as the Ministry of Transport. 

The first file of the subseries contains 23 different 
kinds of maps and cartographic resources of Greece, 
containing geological and topographic information, 

maps of forests, and other 
thematic maps. 

Topographic maps are 
a prevalent type of record 
within the collection, in par-
ticular from the regional unit 
of Achaia, in the Peloponnese. 
They cover extensive regions 
of the national territory, as 
well as specific features such 
as lakes, rivers, streams, riv-
erbeds, and smaller areas of 
particular interest. Addition-
ally, the collection includes 

bathymetric maps that provide detailed information 
on the shape, elevation, and depth of lakes and rivers. 
(Images 4a - 4b) 

Other kinds of maps and plans show transportation—
rail and road—networks, as well as the existing electric-
ity transmission and distribution network at each period. 
Another category of records in this section consists of 
technical and engineering designs, along with blueprints 
of dams and other retention structures associated with 
the construction of hydroelectric units. 

Another category of documents in the collection con-
sists of data tables, diagrams, and charts. These include 
documentation of measurements and data from hydro-
logical and related studies, as well as tables with data 
on the consumption of electricity in urban centers, the 
amount of power produced by power plants throughout 
the country, and comparative tables of energy consump-
tion in different regions.  

A series of charts and tables predicting electricity 
demand through to the year 1965 is of particular inter-
est. It is worth noting that the items being examined vary 
in their medium, format and size.

2.3. Other archival sources related to hydroelectric 
power from the Historical Archive of the National 
Bank of Greece.
For researchers interested in the research and devel-
opment of hydropower in Greece, the “White Anthrax” 
archive is not the only source of information. Several 
archival units contain a diverse array of documents and 
records that address various aspects of the process over 
time, extending beyond just technical studies. Examining 
these records is crucial for understanding the broader 
context of each stage in hydropower development, as 

The collection of nearly  
six hundred items includes  
a diverse array of technical 

drawings and plans.
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Images 4a & 4b. Map of Greece indicating “expandable hydropower” and elevation chart diagram 
of the Ladonas River’s watersheds and basins based on the altitudes of the rain gauge station.

4a

4b
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they unveil intentions and concerns, explain the ration-
ale behind decisions, and help build a comprehensive 
understanding of the conditions in which these develop-
ments took place.

A typical example that meets these characteris-
tics is a file of documents from the archival series “Pub-
lic Works”,13 which consist of material containing infor-
mation on the construction of major public works in 
Greece. The file is entitled “Hellenic Syndicate of Hydro-
electric Studies”14 and belongs to the subseries “Light-
ing Projects.”15 It contains different kinds of documents: 
legal contracts, as well as accounting, and financial data, 
for the period 1920 to 1930. Among them are the min-
utes from the meetings of the syndicate. But that is not 
the only folder within the subseries that is related to the 
Hellenic Syndicate of Hydroelectric Studies and Facilities. 
Correspondence between the members of the syndicate, 
the president of its council and its executive committee, 
technicians, payment receipts, and account statements 
can also be found in different folders within the archive.

Another source of relevant archival material from 
the Archives of the National Bank of Greece is the 
“Industrial Credit” series.16 The subseries named “Busi-
ness and Funding Research Service. Production and 
Distribution of Motive Power, Lighting, Air, Heating”17 
contains archival folders and documentation related to 
the Hellenic Electric Company and Glafkos. The HEC file 
contents, dating from 1899 to 1958, include the com-
pany’s statutes, board of management’s annual reports, 
correspondence, studies on the company’s operations, 
articles published in the press, and issues from the Gov-
ernment’s Gazette. Similar documents can be found 
in the folder of the “Hellenic Anonyme Hydroelectric 
Company Glafkos”. This folder additionally contains bal-
ance sheets and bank reports on the company’s opera-
tions. Documents and research sources about the com-
pany can also be discovered in several other archival 
series from the NBG archives, such as “Loans,”18 “Corre-
spondence,”19 “Companies,”20 and “Judicial Archives.”21

Another subseries from the “Industrial Credit” archi-
val collection worth mentioning is the “Business and 
Funding Research Service. General Studies Archive,” 
which also contains material pertinent to the history of 
hydropower development.22 In it, we can find folders 
containing documents related to a variety of different 
hydroelectric and hydraulic projects, including the cor-
responding technical proposals and third-party stud-
ies, banks’ reports, and assessments on the funding of 
electricity companies. A notable archival file within the 
subseries is the one containing detailed minutes from 
the sixteen meetings of the Committee for the Study of 
the Energy Sources of Greece in 1942. Titled “Commit-
tee for the Study of the Energy Sources of Greece”23 this 
file includes documentation on the committee’s estab-
lishment, notes by Theodoros Raftopoulos and other 
members and experts who worked for the committee’s 
purposes, reports like the “Conclusions from Energy 
Generation Policies,” and relevant correspondence.

While a comprehensive listing of every archival folder 
or unit related to electricity and hydroelectric power gen-
eration within the NBG archives exceeds the scope of this 
article, it is important to highlight a few key archival units. 
These include the “Archives of Governors, Directors, and 
Executives of the National Bank of Greece”24 and “Annual 
Reports and Balance Sheets”25 series.

3. Short overview of the development stages in 
hydroelectric power exploitation to the present day
Numerous studies carried out between 1921 and 
1948 proposed alternative solutions for a national 
network of hydroelectric power generation, transmis-
sion, and distribution in Greece. The main differences 
concerned the connection of consumption centers 
to large power plants and the transmission of elec-
tricity over long distances versus the construction of 
smaller units designed to meet local industrial and 
urban demand. Each study, including those by UNRRA 
and EBASCO, presented a development plan with 

These records unveil intentions and concerns, explain 
the ration ale behind decisions, and help build a 

comprehensive understanding of the condi tions in 
which the developments took place.

64 65



e
a
b
h

 b
u

lle
tin

‘WHITE ANTHRAX’

Image 5. Variation limits of average monthly water supply (1939-1940), diagram.
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different implementation phases, focusing on differ-
ent rivers and waterfalls, and suggesting an optimal 
mix of hydro- and thermal power generation to meet 
required energy production levels.26

The final solution was based on the report pre-
sented by EBASCO, according to which electric power 
production should be achieved through an integrated 
generation system that would be based on domestic 
resources (waterfalls and lignite) and supported by a 
nationwide transmission and distribution network.27 
The scale, requirements, and characteristics of the pro-
gram compiled by the Supreme Council for Recon-
struction needed a central administrative organization, 
so in August 1950, the Public Power Corporation (PPC) 
was founded “with the aim to bring electricity to the 
farthermost reaches of the country.”28

During the next five years, the hydroelectric power 
plant at the River Louros was completed, and the Agra 
and Ladonas Hydroelectric Plants began operating. In 
1956, PPC was granted the exclusive privilege for the 
generation, transmission, and distribution of electric-
ity nationwide; ten years later, the Kremasta Hydroe-
lectric Plant at the River Acheloos, one of Europe’s 
biggest projects, became operational29 too. Until 
1975, seven large and one small hydroelectric pro-
duction plants were completed in Greece, with a total 
installed capacity of 1411,4 MW.30 Today, sixteen large 
and nineteen small hydroelectric power plants are in 
operation, many of them being part of the four com-
plexes of the rivers Acheloos, Aliakmonas, Arachthos, 
and Nestos.31 The average annual hydroelectric gener-
ation from hydroelectric power plants, depending on 
the hydraulicity of the year, covers 8%-10% of the total 
energy generation of PPC SA.32

4. Conclusion
The “White Anthrax” archive differs significantly from 
the usual archives to be found in the historical archives 
of a financial institution. It primarily contains scientific 
and technical studies, specialized plans, charts, and 
other documents related to the early stages of national 
research on electricity production, domestic energy 
source utilization and energy sufficiency.

Its documents cover about thirty years. Thus, their 
study uncovers an important part of the history of Greece’s 
electrification. In addition, the records that belong to the 
“White Anthrax” archive, reveal the commitment of the 
National Bank of Greece—the country’s largest financial 
institution of the time—to promote, organize, and sup-
port the conduct of research into hydropower and con-
sequently national economic development.

NBG’s ongoing efforts to unite all essential stake-
holders from the private and public sectors to advance 
a series of major projects with significant public benefits 

occurred during a period of historical and political tur-
bulence. The results of these efforts formed the basis 
for the reconstruction program for Greece’s power 
production.

The Bank’s involvement in the exploitation of hydro-
electric power was not limited to the founding of the 
syndicate and committees that undertook the work of 
studying the power generation capacity of Greece’s riv-
ers and waterfalls. Its governors and executives were 
strongly engaged in efforts to negotiate with foreign 
investors and attract capital for the implementation of 
a nationwide electricity network. The bank contributed 
with its own capital to the foundation of electric com-
panies and issued loans for the construction of hydroe-
lectric and thermal plants across the country. Within the 
historical archives of NBG, a comprehensive collection 
of records details the bank’s operations related to the 
financing of these projects. 

One of the most widely used forms of renewable 
energy today, hydroelectric energy, is a clean, flexible, 
reliable, and cost-effective form of power. Hydroelectric 
power plants offer several significant benefits beyond 
energy generation, including power reserves, irriga-
tions, water supply, and more.

Although the global debate on energy produc-
tion and sufficiency is still highly relevant, the history of 
hydropower exploitation in Greece and NBG’s involve-
ment, as documented in the archive under study, pro-
vides a foundation for reflecting on the historical and 
future roles of banking and financial institutions in both 
national and as global economies. 

All images: © HA/NBG
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Abstract  
Starting with the unceasing relationship between phi-
lanthropy and credit, dating back to its origins in 1563, 
the year the Compagnia di San Paolo was founded, this 
paper retraces the public interest role played by the 
Istituto Bancario San Paolo di Torino through archival 
sources, highlighting how, over time, the Bank has suc-
cessfully created a stable and reliable financial environ-
ment, becoming one of the pivots for the development 
and management of the economy in a territory. The bank 
has played a major role in gathering deposits and giving 
loans to support economic activities and promote social 
well-being, such as socially accessible residential hous-
ing, health services, and education, as part of the effort to 
offset social inequality.
  
Keywords  
Public interest, housing, health, credit, philanthropy,  
Saint Paul, Turin.

The origins of the Istituto bancario San Palo di Torino
The advent of the 20th century represented a crucial 
phase for the Istituto bancario San Paolo di Torino, which 
began to take shape as a modern credit institution, char-
acterised by a process of renewal and consolidation of its 
functions, thus strengthening its role and presence in the 
national economic and financial context.1

A full understanding of the San Paolo’s role and 
financial support in building and rebuilding the national, 
regional, and urban areas in throughout the 1900s calls 
for us to retrace the centuries of the Bank’s history. An 
Institute identified by a strong link between spiritual-
ity and solidarity, credit and charity, the evolution of 
aid towards education and philanthropy, and eco-
nomic and financial development accompanied by a 
constant commitment to social and cultural growth.2  
The Compagnia di San Paolo was founded in 1563 by 
seven citizens of Turin, to assist the poor and curb the 
growth of Protestantism. The Company played a sup-
porting role in the creation of several institutions: the 
Monte di Pietà (Mount of Piety or Pawnshop) in 1579, 
to provide an alternative to usury for those in desper-
ate need of money; the educational and charitable insti-
tutes for women, Casa del Soccorso3 (1589) and Casa del 

Deposito4 (1683), that evolved into the Educatorio Duch-
essa Isabella;5 and the Ufficio pio6 (1595), that provided 
financial and religious assistance. The Compagnia’s 
assets increased through bequests and donations, lead-
ing to the rapid development of a range of financial activ-
ities, that peaked in the mid-1700s. 

With the advent of the liberal state in 1853, King  
Victor Emmanuel II limited the activity of the Compagnia 
to the religious sphere, entrusting all assistance and 
financial activities to a publicly appointed council, the 
Opere Pie di San Paolo of Turin, which became a pub-
lic-law credit institution in 1932 and would later evolve 
into the Istituto bancario San Paolo of Turin. The Insti-
tute grew thanks to its role in post-World War II recon-
struction,7 its widespread presence in Piedmont with the 
opening of new branches, the diversification of its bank-
ing activities and its leading position in the European 
Currency Unit (ECU) market8 that laid the foundations for 
its growth in Italy and abroad. After decades of growth, 
the 1992 privatization following the relevant Banking Law 
(the 1991 Amato-Carli Law) broke up the Institute’s activ-
ities: the banking side was entrusted to a newly set up 
joint-stock company San Paolo S.p.A. (which would go 
on to become Intesa Sanpaolo in 2007), while the phil-
anthropic activities were managed by the Compagnia di 
San Paolo.9 

The building role of the Istituto bancario  
San Paolo di Torino in short 
In the late 1800s and the first thirty years of the 1900s 
the Opere Pie di San Paolo underwent a radical transfor-
mation from a charitable institution into a public credit 
institution. Banking remained linked to charity funded 
by bank profits. The link was further strengthened by the 
new 1901 Statute,10 accompanied by a carefully crafted 
report, that significantly started with a meaningful defi-
nition by Pascal se conserver en se renouvelant, whereby 
the Turinese body was renamed Istituto delle Opere 
Pie di San Paolo in Torino - Beneficenza e credito, thus 
consolidating the two traditional roots. The role of San 
Paolo in building reflects its dual-purpose mission. In this 
text, we will illustrate this with examples related to pub-
lic housing, the ‘hospital issue’,11 and post-war recon-
struction leading up to Italia ’61 in 1961, as well as the 

A focus on public interest.  
Unveiling the stories behind the numbers
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Image 1. Book of Minutes of the Mount of piety, 1579-1633, frontispiece.
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growing number of new bank branches during the first 
eighty years of the 20th century. Thanks to its new, more 
stable organisation and leadership, the Istituto contrib-
uted to the development of the city of Turin by funding 
its infrastructure and the municipalisation of essential ser-
vices and utilities such as water, power, and transport. 
It also played a major role in residential building, start-
ing to construct affordable housing between 1903 and 
1905. In 1907 it joined a group of local banks in establish-
ing the Istituto case popolari (the Public Housing Agency) 
with a non-repayable contribution of one million Lire.12 

The increasing amount of donations for works of 
public interest were listed in the minutes of meetings 
of the Board of Directors and the Executive Committee, 
as well as several other publications.13 As an example, 
an entire chapter of the 1913 celebratory volume was 
devoted to donations to public utility work and charity 
in the 1903-1912 decade, for the 350th anniversary of its 
foundation.14 The chapter included the most significant 
donations such as half a mil-
lion Lire for the ‘hospital issue’, 
100,000 Lire for the 1911 
Turin International Expo and 
over 20,000 Lire to build the 
stadium on the same occa-
sion, on top of the million Lire 
for the Public Housing Agen-
cy.15 (Images 1 – 7)

Affordable Public Housing
In the early 20th century, 
Turin experienced significant 
growth in the textile, mechan-
ical, and especially automotive industries creating new 
work opportunities and stimulating the economic growth 
of the city that had become a major manufacturing centre. 

The industrialisation had a great impact on the urban 
structure of Turin: new industrial and residential areas 
were built to address the needs of a growing working 
class and the city witnessed large industrial complexes 
and residential districts developing side by side. 

It was against this backdrop that the new headquar-
ters of the Istituto delle Opere Pie di San Paolo was inaugu-
rated in via Monte di Pietà on October the 6th 1902, with 
the ceremony being attended by King Victor Emmanuel II, 
Princess Leticia Bonaparte and Emmanuel Philibert, Duke 
of Aosta and cousin of the King. On that occasion, Ignazio 
Marsengo Bastia, President of the Opere Pie, announced 
the building of houses for the widows of workers with chil-
dren, thus triggering a major commitment of the Istituto in 
20th-century publicly subsidized housing. 

Housing shortage was a major problem in the early 
20th century and was closely linked to hygiene and 
health concerns. As a result, dwellings were completed 
in the months following the inauguration of the new 

headquarters, thus honouring the commitment under-
taken in front of the sovereign. Work was commissioned 
to the engineer Prospero Peyron according to Andrea 
Torasso’s decorative layout.

In 1904, in a district already known as Barriera di San 
Paolo, along via Vigone, six semi-detached houses, each 
with two dwellings totalling 12 apartments with gardens, 
were built. A plaque featuring Saint Paul crafted by the 
sculptor Davide Calandra—the same as on the Institute’s 
headquarters—was placed on the first semi-detached 
house. Building costs exceeded the estimates, and the 
120,000 Lire fund barely covered the construction, falling 
short of the land cost and all additional work.16 By March 
1906, only one of the twelve dwellings was occupied. The 
rest remained vacant because of the 1905 regulations 
which designated them exclusively for widows (with chil-
dren) who had lost their husbands in an industrial acci-
dent. A month’s rent was required as a security deposit 
to cover any potential damage, even though widows 

were only permitted to work 
in domestic roles like sewing, 
spinning, and knitting. In 1919 
the houses were sold, and five 
were demolished in the late 
1950s during the economic 
and construction boom. Today 
only one of them remains in 
via Vigone 14-16. 

As mentioned, the San 
Paolo took part in the estab-
lishment of the Istituto delle 
case popolari (the Pub-
lic Housing Agency) with a 

non-repayable one million Lire grant towards the initial 
capital. In the following years, the San Paolo made other 
grants, and thanks to its contributions 800 dwellings 
were constructed in 1927 in the Turin districts of Lucento, 
Mirafiori, Regio Parco and in the town of Aosta. In the 
same year, the San Paolo took on the new name of Isti-
tuto di San Paolo in Torino. Beneficenza e Credito.

In 1938 the Institute organised a 10 million Lire 
loan in line with the Fascist propaganda to provide very 
affordable rented housing for low-income families. They 
were very simple one-room dwellings with kitchen and 
bathroom, located in via Biglieri, 254. They were also 
known as ‘Bulgarian flats’, because small apartments in 
large developments were commonly associated with 
Eastern Europe in popular imagination.17 

In 1932, the Istituto Bancario San Paolo di Torino 
became a public law bank.18 In the mid-1950s, the Bank 
itself built residential blocks between via Susa and Casa-
lis, in the area next to the Educatorio Duchessa Isabel-
la.19 The construction costed 400 million Lire. Some of 
the many apartments were rented to employees of the 
Bank at subsidized rates. In the same decade, the Bank 

Housing shortage was a  
major problem in the early  

20th century and was closely 
linked to hygiene and  

health concerns.
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Image 2. Bull by which Pope Gregory XIII instituted the Turin Mount of piety and entrusted its government and organisation 
to the Compagnia di San Paolo, 1 March 1579.

Image 3. Rules for the Rescue House, 1612, Turin: G.V. Cavalieri, frontispiece.
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approved two loans to the Public Housing Agency  
(Istituto per le case popolari): one of 500 million Lire used 
to build the Cadore and Valdellatorre neighbourhoods, 
and the other of over a billion to build the Vallette dis-
trict. In 1970, together with Fiat and the Public Housing 
Agency (Istituto per le case popolari), the Bank funded 
the construction of four thousand residences in the city 
and outskirts. 

These examples underscore San Paolo’s significant 
sensitivity and financial support in addressing housing 
shortages, following the approach established in the early 
1900s with the housing for the widows. (Images 8 – 11)

The ‘Hospital Issue’
During the first half of the century, Turin, as the capi-
tal of the region, experienced a growth of population 
and an industrial development, which in turn led to an 
increase in health service demands. New hospitals were 
built, and old ones extended to cope with the growing 
population as well as increased more severe epidem-
ics. Over time, in the mid 1900s hospital services were 
rationalised and reorganised, with specialised wards 
established to improve the efficiency and effectiveness 
of medical treatment. 

The San Paolo played an active role in this develop-
ment, starting from 1 January 1880, when it took over the 
temporary management of the Ospedale Maggiore di 
San Giovanni Battista di Torino following a major financial 
crisis of the hospital, giving rise to a long-standing coop-
eration in the whole sector. 

The Historical Archive of the San Paolo (Archivio 
storico della Compagnia di San Paolo20) contains records 
of this cooperation. Since 2012, the Archive has been 
managed and valorised by the Fondazione 1563 per 
l’Arte e la Cultura della Compagnia di San Paolo. It high-
lights the crucial role played by the Antica Compagnia 
di San Paolo, the Opere pie di San Paolo, and the Istituto 
Bancario San Paolo di Torino in the modern development 
of the city of Turin.

One of the primary activities of the ancient Com-
pagnia di San Paolo (1563-1852) and the Ufficio pio 
was their ongoing focus on caring for impoverished 
patients. However, they particularly focused on a spe-
cific group of ‘poveri vergognosi’ (shameful poor), 
namely impoverished nobles and middle-class indi-
viduals. The Compagnia had separate initiatives for 
other impoverished people, including free pawn ser-
vices through the Monte di Pietà (Mount of Piety or 
Pawnshop) and support from the Ospedale di carità 
(The Hospital of Charity), which offered financial sup-
port, moral comfort and home examinations and visits. 
"Many hospitals in Turin benefited from the contribu-
tion of the San Paolo when they were founded, and in 
several cases the Institute has financially followed their 
subsequent development".21 

The earliest evidence of this commitment is the afore 
mentioned Ospedale di carità22 and the Ospedale dei 
pazzerelli (Asylum for the Insane). King Charles Emma-
nuel I decided to merge the Ospedale di carità with the 
Ospedale di San Lazzaro (the Saint Lazarus Hospital): it 
was opened in 1628, however, it closed in 1630 already 
due to the outbreak of the plague. It was the 1649 great 
famine that led the Compagnia to reopen the Ospedale 
di carità for sick beggars in 1650, in this way playing a key 
role and strengthening the city’s assistance system. 

The Ospedale dei pazzerelli was built to address 
a major social problem: people suffering from mental 
illness. The San Paolo paid 10,000 Lire towards the build-
ing of new premises on the land donated in 1728 by King 
Victor Amadeus II, close to the San Isidoro area in the 
new extension of the city westwards. 

During the Restoration (1814 to 1851), the Com-
pagnia oversaw the management of the health services 
for the poor,23 including free service of doctors and sur-
geons, pharmaceutical assistance, and other specialist 
services.24 Within this framework, in 1837 the San Paolo 
helped to create the Eye Hospital (Ospedale oftalm-
ico) that was opened a year later. In 1883, the San Paolo 
agreed to a grant for the establishment of the Ospedale 
Infantile Regina Margherita (the Children’s Hospital), 
inaugurated on December the 28th 1890, and to the 
women’s and children’s hospital, the future Ospedale 
Maria Vittoria, opened in August 1887. The San Paolo 
also played an important role in the establishment of 
the Ospedale Amedeo di Savoia for infectious diseases, 
driven by recurring epidemics, such as cholera and 
smallpox. The hospital was opened on 1 January 1900. 
The San Luigi was another hospital where the San Paolo’s 
contribution was crucial: in 1914 it received a donation 
for the establishment of the photo-radio-electrotherapy 
entitled to the Opere Pie di San Paolo.

Healthcare and welfare increasingly became public 
responsibilities between the 19th and the 20th centuries. 
San Paolo strengthened its ties with the city hospitals by 
managing their finances and providing donations or loans. 
This support facilitated updates and the construction of 
specialist laboratories, as well as funding expansions, mod-
ernizations and the purchase of material, equipment, and 
ambulances. In the early 20th century, San Paolo actively 
took part in the public debate about hospitals, that ended 
with the development of the Ospedale delle Molinette,25 
currently the largest hospital facility in Piedmont. Resolu-
tions concerning the financing of the hospital from 1903 
to 1930, interrupted only by the pause of the First World 
War, are preserved in the Historical Archive.

In 1880, San Paolo temporarily took over the man-
agement of the Ospedale San Giovanni,26 that needed 
new premises to cope with the city’s industrial devel-
opment, which was lacking in facilities in relation to the 
increasing population growth.
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Image 4. Testament of Baroness Margherita Falcombello, widow Perrachino, co-founder and then director of the Casa del deposito. 
Turin, 10 July 1686.

Image 5. The first page of the Book of Minutes of the Pius Charity Office, 1595-1609.

Image 6. Façade of the Educatorio Duchessa Isabella in what is now Piazza Bernini in Turin, photograph by Bernardo Pasta, 1911.
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Image 7. King Victor Emmanuel II entrusts the administration of the Opere Pie to the Directorate of the Opere Pie di San Paolo, 
Decree, 13 February 1853. Turin. 

Image 8. Inauguration of the building of the Istituto delle Opere Pie di San Paolo in via Monte di pietà on October the 6th 1902, at the 
presence of King Victor Emmanuel II, the Princess Leticia Bonaparte and Emmanuel Philibert, Duke of Aosta and cousin of the King. 

Image 9. Hall on the ground floor for the credit and treasury services of the Turin office, via Monte di Pietà, early 1900s. 
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Image 10. Workers' buildings, designed by Andrea Torasso. Turin, Borgo San Paolo, 1904.

Image 11. Plaster sketch with an effigy of Saint Paul, a tribute by the sculptor Davide Calandra, with the words “Istituto delle 
Opere Pie di San Paolo – Charity and Credit”, 1904.

Image 12. Andrea Casella (attributed to), antiporta for Tesauro E., Historia della Venerabilissima Compagnia della Fede Catolica 
sotto l’Invocatione di San Paolo nell’Augusta Città di Torino, engraving, 1657.

Image 13. Tesauro E., Historia della Venerabilissima Compagnia della Fede Catolica sotto l’Invocatione di San Paolo nell’Augusta 
Città di Torino, G. Sinibaldo, Turin, 1657, frontispiece.
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In 1913 the new location was identified,27 but the 
outbreak of World War I stopped the project in its tracks. 
In 1925 the Istituto donated 1,500,000 Lire28 and became 
a member of the consortium created ad hoc for the hos-
pitals with the Ospedale di San Giovanni, the Ministry of 
Education, the Royal University of Turin, the City and Prov-
ince of Turin, the Royal Asylum, the Ospedale di San Laz-
zaro, the Cassa di risparmio and the Abegg29 heirs. King 
Victor Emmanuel III inaugurated the hospital on Novem-
ber the 9th, 1935, a major event in the landscape of Turin 
hospital development. The bond between the San Paolo 
and the Hospital became even stronger in the post-
World War II period because the bank opened a branch 
for hospital employees, patients’ families’ members and 
other private clients on the ground floor.

In 1938, the construction of the obstetrics and 
gynaecology clinic, Ospedale Sant’Anna, meant yet 
another upgrade for the Turin hospital scene. After 
World War II, San Paolo maintained its financial support 
for the city’s hospitals, as evidenced by the thousands 
of donation and loan records preserved in the Histori-
cal Archives of San Paolo. 

On 12 February 1968, 
Law 132 reclassified hospitals 
as Enti ospedalieri (Hospital 
bodies), marking their transi-
tion from charitable to public 
institutions and completing 
the shift in management to 
the state, a century after the 
Unification of Italy. Starting in 
the 1970s, in line with legal 
changes, funds from the Isti-
tuto allocated to hospitals 
were recorded as covering 
public shortfall. Today, wel-
fare and healthcare remain 
key focus areas for the Fondazione Compagnia di San 
Paolo, which continues to support public health through 
its funding. (Images 12 – 16) 

Post-War Reconstruction and the Italia ’61 
Development
The Istituto played a key role in rebuilding Turin after 
World War II, as the city had been badly hit by allied 
bombing due to its importance in industry and weapon 
manufacturing. 

San Paolo provided continuous financial support, 
which was key to the city’s repopulation and the eco-
nomic revival. This support was bolstered by internal 
migration, the issuance of over five billion Lire in loans 
and mortgages to repair and reconstruct damaged infra-
structure and housing, and the reconstruction of new 
facilities until the later 1950s. “The Istituto San Paolo was 
involved in all mayor public works completed or started 

in the city, including significant cultural and strategic pro-
jects like the Modern Art Gallery (Galleria d’arte mod-
erna), the civic library (Biblioteca civica), the Caselle Air-
port and the reconstruction of the Turin Opera House 
(Teatro Regio)”.30 San Paolo also supported the reorgan-
isation of services such as energy and transport, as well 
as improvements in school buildings and road infra-
structure throughout the region to enhance the overall 
network.

In 1950, the company’s name changed to Istituto 
Bancario San Paolo di Torino and the new Statutes formal-
ised the transition from a primarily savings to a commer-
cial bank. In 1960, the Public Works Section was estab-
lished for medium- and long-term funding of public work 
and publicly used facilities. In the mid-1960s, the institu-
tion expanded its reach both nationally and internation-
ally. This growth paved the way for significant develop-
ments over the next thirty years, including the acquisition 
of various banks and the establishment of branches 
across the country and overseas. 

San Paolo made a substantial contribution to the 
renaissance and the economic development of Italy 

by taking part in financing 
a diverse range of sectors, 
including banking to tour-
ism, and construction, which 
involved building motorways 
and Alpine tunnels. The com-
pany also engaged in socially 
significant initiatives, support-
ing hospitals, university insti-
tutes, educational institutions, 
orphanages, welfare and 
assistance centres and similar 
organisations. 

Turin was pivotal in the 
Italian Risorgimento31 and 

served as the first capital of the newly unified Italian state 
from 1861 to 1865. It was in the Subalpine Parliament that 
the Italian State was officially proclaimed in March 1861. 
The official celebrations for the centenary of the Unifica-
tion of Italy took place in Turin.

On that occasion, the Istituto was involved in plan-
ning the work for Italia ’61.32 The Bank had previously 
helped to finance urbanisation in the Southern part of 
the city, with major loans and mortgages, all in view of 
the Expo area. It assisted in construction and facilities 
of public interest such as the modern expo area, includ-
ing the designs for theme focussed exhibitions. During 
the Italia ’61 exhibition it made a 100 million Lire dona-
tion to the Comitato Italia ’61.33 The city decided to locate 
the event between the River Po and via Ventimiglia along 
Corso Unità d’Italia. 

The Mostra storica dell’Unità d’Italia (Historical Exhi-
bition of the Italian Unification), the Mostra delle Regioni 

Many hospitals in Turin benefited 
from the contribution of the San 
Paolo when they were founded, 
and in several cases the Institute 

has financially followed their 
subsequent development.
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Image 14. Supplication presented by the Compagnia di San Paolo to Charles Emmanuel II for the foundation 
of the Hospital of Charity, accepted by the Duke with authorization of 30 August 1649 [Tesauro, 1657, p.131].

Image 15. Instructions for the health service of the infirm poor inhabitants in the district of Turin approved by 
the Venerable Compagnia di San Paolo with its ordinance of 8 February 1846.

Image 16. Donation of ambulances by the Istituto Bancario San Paolo di Torino, 1980s.
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(Exhibition of the Regions) and the Esposizione Interna-
zionale del Lavoro (International Labour Exhibition) were 
the main events, along with sporting competitions, perfor-
mances, and several other celebrations. Luciano Jona, the 
then-President of the Istituto, was also the councillor for 
the celebrations, and the CEO of the shareholding com-
pany Torino ’61 that held the funds for the event. The Isti-
tuto Bancario San Paolo also provided Treasury Service for 
the Italian National Committee (Comitato Nazionale di Ita-
lia ’61) and handled currency exchange service.

Many of the documents, including valuable photo-
graphs related to the organisation and preparation of 
exhibitions and facilities, are held in the Archivio storico 
della Compagnia di San Paolo and the Angelo and 
Jolanda Dragone Archive for Contemporary Art in Pied-
mont.34 The 1563 Foundation holds the minutes of meet-
ings, donation records, brochures of exhibitions and per-
formances and press reviews. 

The architecture of the exhibition and the organisa-
tion of the celebrations were designed to showcase the 
technical advancements of a 
major industrial city. Building 
sites adhered to strict sched-
ules, utilizing cutting-edge 
technologies and scientific 
planning in their operations. 
The architect Nello Renacco 
(1915-1978) oversaw the 
planning of two main expo 
centres: the Palazzo del Lav-
oro35 and the Palazzo a Vela36 
including a series of pavilions 
along the River Po.37 The Palazzo a Vela (the Building of 
Sails), also known as PalaVela and originally Palazzo delle 
Mostre (The Exhibition Building) is a multipurpose build-
ing that owes its name to its sail-like-shape. Along with 
the Palazzo del Lavoro (The Labour Building), it became 
the symbol of Italia ’61 par excellence. After many years 
in which it fell into oblivion, it once again emerged as 
one of the main buildings of Turin’s urban landscape dur-
ing the XX Winter Olympics in 2006. Fondazione 1563 
has emphasized the significance of its archival records 
related to the Unification celebrations by creating a digi-
tal experience called ‘Walks of change’. This digital jour-
ney details the city’s evolution and transformation over 
time, showcasing how the archival material illuminates 
the historical changes.38

In 1961, as part of the overall post-war reconstruc-
tion and the company’s commitment to Turin’s urban 
renaissance, San Paolo completed the renovation of a 
modern headquarters building in the ancient Palazzo 
Turinetti di Pertengo, formerly known as Renaud di Fal-
içon. The building is in the very central San Carlo Square 
and was designed by Carlo di Castellamonte in the 17th 
century and then remodelled by Giovanni Battista Borra 

a century later. It was severely damaged by air bombing 
in 1942 and 1943 and purchased by the bank in 1949. 
San Paolo firstly commissioned the work to engineer 
and architect Arturo Midana. Subsequently, the architect 
Mario Dezzutti integrated and completed the construc-
tion. The ancient Caffè San Carlo nearby was also refur-
bished following designs by Midana, implemented by 
Dezzutti. The headquarters were inaugurated in the fall 
of 1963, the year of the four hundredth anniversary of 
the Istituto. The building is a daring mix of ancient and 
contemporary architecture, a mixture of Baroque style, 
and high-end technological equipment. The building, 
for instance, includes a drive-in-bank and a very mod-
ern glass and steel wing. The space was designed to 
introduce cutting-edge technologies such as bank ser-
vice automation, 24/7 cash dispensers and night safes, 
closed circuit indoor television, pneumatic post, safes, 
and a conference hall. All this is documented by photo-
graphic campaigns and preserved in the Archivio Storico 
(Historical Archive) of Compagnia di San Paolo, carried 

out by important studios such 
as Aldo Moisio, Augusto 
Pedrini, Giustino Rampazzi, 
and Ferruzzi. Since May 2022 
the Gallerie d’Italia have been 
using the building for exhibi-
tions and some of the Bank’s 
important collections.39 

While constructing its 
headquarters, San Paolo also 
established an accounts cen-
tre (centro contabile) in Mon-

calieri, near Turin. Opened in 1964, the centre features 
a façade in glass and steel, incorporates advanced tech-
nology for data management and processing, and pro-
vides recreational spaces and services for employees.

Between 1960 and 1980, San Paolo expanded into 
the South by investing in infrastructure and public hous-
ing, as well as by opening branches in Naples, Bari, and 
Catania. In 1975 it received authorisation to operate 
nationwide. 

In the 1980s, the Istituto was a forerunner of the 1990 
Amato-Carli provisions,40 and focused on cultural herit-
age and scientific research by establishing the Fondazi-
one San Paolo di Torino per la cultura, la scienza e l’arte41 
(the San Paolo Foundation of Turin for Culture, Art and 
Science) in 1985. This transformation enabled the foun-
dation to fund major museums, starting with the Egyptian 
Museum in Turin, as well as to finance the refurbishment 
of the Pinacoteca di Brera in Milan (1987) and the restau-
ration of the San Fruttuoso Abbey in Camogli (1989). Fur-
thermore, the foundation promotes academic research 
into finance and economics via scholarships for young 
graduates in economic and financial disciplines, in hon-
our of Luciano Jona.42 

San Paolo made a 100 million  
Lire donation to the  

Comitato Italia ’61  
(The Italia ’61 Committee).
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Image 17. Poster of Italy ’61.

Image 18. The Palazzo a Vela. Turin. 1961.
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Image 19. The Palazzo del Lavoro. Turin. 1961.
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Image 20. San Carlo Square, façade of the Palais Renaud de Faliçon after the air raids of July 1943. 

Image 21. San Carlo square building after renovation: armoured vaulting door, photograph by Giustino Rampazzi, 1963.
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Image 22. Drive-in bank. Six drivers can perform any task at the same time while remaining behind the wheel. 1968.
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The cultural sector, together with the education sec-
tor, is thus seen by the Institute as a fundamental player 
in a modern concept of social construction, with a cru-
cial role as a builder and guarantor of equal access to 
education and culture. Through its commitment to sup-
porting cultural initiatives and educational programmes, 
Intesa Sanpaolo aims to create opportunities for the 
growth and development of local communities. San Pao-
lo’s actions are reflected in the financing of artistic events, 
the restoration of cultural heritage and educational pro-
jects in schools, promoting social integration and col-
lective well-being. In this way, the Institute not only pro-
motes culture as a fundamental value of society, but is 
also committed to ensuring that everyone, regardless of 
their socio-economic background, has access to educa-
tional and cultural resources, thus contributing to a more 
inclusive and aware future. (Images 17 – 22)

Conclusions
We have traced the public impact history of the Istituto 
Bancario San Paolo di Torino, showcasing how the bank 
has successfully established a stable and trustworthy 
financial environment over time. This success has posi-
tioned the bank as a key player in regional and eco-
nomic development and management. The bank has 
been instrumental in collecting deposits and providing 
loans to support economic activities and enhance social 
well-being in areas such as affordable housing, health-
care, and education, aiming to mitigate social inequality. 

Today, Fondazione Compagnia di San Paolo contin-
ues this legacy through its instrumental bodies, upholding 
the original values of its founders while advancing its social, 
economic, and territorial objectives. Its mission includes 
protecting vulnerable groups, promoting educational inclu-
sion, supporting social housing, and fostering regional and 
cultural development. The foundation remains committed 
to environmental sustainability, technological innovation, 
and community service. It has set three mayor goals: cul-
ture, people, and planet, aligning with the 2030 UN Agenda 
for Sustainable Development Goals.  

All images: © Fondazione Compagnia di San Paolo CC BY

Images 17-18-19: © Fondazione 1563 per l’Arte e la Cul-
tura CC BY
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Abstract
Today, companies and entire economic areas face the 
challenge of navigating the complex issues arising from 
various overlapping transformation processes, such as 
energy transformation, digitalisation or globalisation. 
In this context, the question arises as to what extent the 
banking industry can make a contribution to coping with 
this far-reaching structural change and whether bank-
ing history can serve as an inspiring source to generate 
the ‘orientation knowledge’ to evaluate current devel-
opments.1 This analysis examines the case study of 
the Aachen region—a declining mining area that trans-
formed into a thriving technology hub in the second half 
of the 20th century. It explores how financial institutions 
unfolded their ‘building power’ during these structural 
change processes. Sparkasse Aachen’s ‘Innovation Loan 
Programme’ broke new ground in the 1980s. Through 
the programme, for the first time, the innovative poten-
tial of start-ups was accepted as valid as classical collat-
eral. This new concept created an instrument through 
which promising start-ups were provided with the nec-
essary founding capital. In 1988, the Innovation Loan Pro-
gramme developed into the Sparkassenbeteiligungs-
gesellschaft (S-UBG)—the first investment company of a 
public-law financial institution in the Federal Republic of 
Germany.2 All in all, the banking industry made a cen-
tral contribution to the successful transformation of the 
Aachen region at the end of the 20th century. In line with 
its founding mission to benefit the regional economy 
and society, Sparkasse Aachen harnessed its innovative 
potential to address the crisis of the 1980s. The transfor-
mation of the Aachen region is one example of the active 
role banks can play in shaping economic, social or tech-
nological change and consequently the importance that 
should be given to studying cases in financial history. 
Structural transformations need the ‘building power’ of 
financial institutions and efficient innovation financing.3

Keywords
Structural change, transformation processes, structural 
crisis, technology transfer, innovation financing, knowl-
edge creation, change management, Innovation Loan 
Programme, S-UBG.

Introduction
Today, companies are tasked with the challenge of 
managing the intricate issues that emerge from mul-
tiple intersecting transformation processes, includ-
ing energy transition, digitalization and globalization. 
These structural changes will bring profound chal-
lenges for many regions and industries in the coming 
years.4 The comprehensive establishment of a digital 
infrastructure, as well as the transition from an ana-
logue to a digital business environment and the sub-
stitution of fossil fuels with renewable energy sources, 
will require significant efforts and resources. In view of 
these various upheavals, the question arises as to what 
extent the banking sector can contribute to the mas-
tering of future transformation processes and whether 
the research discipline of banking history can serve as 
an inspiring source in this regard. 

Of course, historical processes are never repeated 
one-to-one in the present, as the social, economic or 
technical environments are in a constant process of 
flux. Furthermore, the ongoing digitalization and the 
transition from analogue to digital systems, climate 
change and the establishment of green energy rep-
resent unprecedented phenomena in human history. 
However, a historical long-term analysis is essential 
for providing the orientation knowledge necessary to 
assess future developments. In the context of these 
complex and rapidly accelerating structural changes, 
there is a critical need for a transdisciplinary, sys-
tematic body of knowledge that elucidates the rele-
vant cause-effect relationships inherent in transforma-
tion processes. The focus of interest is on factors that 
were of decisive relevance for past transformation pro-
cesses and on the question of how these factors could 
also have a ‘building effect’ in the context of current 
and future processes of structural change. The follow-
ing analysis is based on the realisation that banking 
history represents a living dialogue of the present with 
the past to master the future.5 The ‘building effects’ of 
the banking sector concerning structural change pro-
cesses will be examined with the help of a historical 
case study. 

How banks drive structural change

AACHEN REGION - GERMANY

Christoph Speitkamp
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Image 1. The downward trend in the number of employees of the Eschweiler Bergwerksverein in the years 1958–1969. 
(Koebe 1970)
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"Banks build": using the example of the 
successful transformation of the Aachen region 
at the end of the 20th century
One of the most successfully managed and internation-
ally recognised transformation processes within the Fed-
eral Republic of Germany at the end of the 20th century 
is the structural change of the Aachen region.6 For cen-
turies, the economic and social conditions in the Aachen 
region had been determined by a few economic sectors, 
mainly including the heavy industries, the needle and 
the textile industry.7 At the end of World War II Aachen 
as a region was scarred by warfare with the degree of 
destruction of physical capital reaching up to 60%.8 After 
the war, the previous economic structures were recreated 
and those industries that had guaranteed the prosperity 
of the Aachen region before the war were rebuilt. Conse-
quently, the Aachen region once again stood out in tra-
ditional industries, such as the needle and textile sectors 
as well as heavy industries. Only a few years after the war, 
the Aachen region was rebuilt with the same economic 
structures that had prevailed for the previous centuries.9 

This trend of reconstructing the traditional industrial 
sectors continued in the years of economic boom that 
followed.10 Due to both domestic and international stim-
uli, the German economy experienced unprecedented 
growth during the “Wirtschaftswunder” period. The USA 
aimed for a rapid reconstruction of Germany through the 
Marshall Plan and its integration into the Western alli-
ance.11 This approach was intended to protect the Fed-
eral Republic of Germany from communist influences 
emanating from the Soviet Union while simultaneously 
fostering its development into a robust trading partner 
for the USA.12 Domestically, the system of “Social Mar-
ket Economy” introduced by Economic Minister Ludwig 
Erhard facilitated the resurgence of the German econ-
omy as a liberal market order.13

Nevertheless, the traditional industries of the Aachen 
region began to show their first structural weaknesses in 
the early 1950s: The textile industry seemed to be the 
first victim of the globalisation and the liberalised mar-
kets and came under increasing pressure from compet-
itors from low-wage countries.14 There was a sharp rise 
in imports of foreign woollen fabrics to Germany from 
the 1950s onwards: While 3,900 tonnes of woollen fab-
rics were imported from abroad in 1952, this figure had 
already risen to 10,400 tonnes in 1954 and 14,656 tonnes 
in the year 1956.15 Since foreign textile products increas-
ingly conquered the German market, the German textile 
industry successively found itself in a competitive situa-
tion that threatened its existence.16 In addition to the tex-
tile industry, the needle industry also had to contend with 
competitors from abroad and was thus forced to cut jobs 
and undertake corresponding rationalisation measures. 
The high labour intensity of the needle production and 
the general wage increases in Germany in those years 

meant that the needle factories in the Aachen area were 
successively unable to compete with rivals from low-
wage countries on the world markets.17 

The coal mining industry, another central pillar 
for the prosperity of the region, also fell into a pro-
found structural crisis at the time, as German hard 
coal was increasingly substituted by oil and imported 
American coal.18 This development severely affected 
the region, as every fifth employee depended on the 
fate of the coal industry.19 “Eschweiler Bergwerksv-
erein”, the most important employer in the Aachen 
coalfield, illustrated the strained situation of the coal 
mining industry in the Aachen region as follows: The 
‘Eschweiler Bergwerksverein’ laid off around 50% of 
its employees only in the period from 1958 to 1969, 
which is shown in Image 1.20 

From the 1980s onwards, there were unmistaka-
ble signs of a profound structural crisis in the Aachen 
region, whose former economic engines increasingly 
began to stutter. Whereas the Aachen area had pre-
viously represented one of the economically strong-
est regions within West Germany, it was now conspic-
uous for its below average economic development. 
The Aachen region already had an unemployment rate 
of 7.3% in 1980, which was one of the highest unem-
ployment rates in West Germany.21 This above average 
unemployment remained in the Aachen region also in 
the following years: Accordingly, an unemployment rate 
of 12.6% was documented for 1982 – at the same time, 
the unemployment rate in North Rhine-Westphalia was 
only 8.7%.22 In addition, parts of the region generated 
a gross domestic product that was about a third below 
the average of West Germany.23 Besides, the turnover 
per employee within the area only reached approxi-
mately 77.3% of the North Rhine-Westphalian average. 
In some cities of the Aachen region, even lower values 
were noted, as shown in Image 2.24

This existential structural crisis formed the breed-
ing ground for a fundamental change of the economic 
structures within the Aachen region. The future task was 
clearly outlined by the regional authorities, politicians 
and cities: compensating for the decline of the traditional 
industries through the creation of opportunities for com-
panies in the tech- and creator sectors. The cornerstone 
of this regional economic renewal should be the trans-
fer of knowledge and technology innovations between 
the local research institutions and the regional economy. 
This instrument of regional technology transfer intended 
not only to promote the innovative capacity of the exist-
ing companies, but also to stimulate the development of 
promising start-ups. It was aimed to build up a resilient 
mix of sectors that would be able to compensate for the 
unstoppable loss of the old industries and transform the 
emaciated sector structures into an innovative technol-
ogy location.25
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Image 2. Turnover per employee within various cities of the Aachen region in the early 1980s  
(comparative figure: North Rhine-Westphalia = 100%) (Sättler et al. 1983).

This theoretical concept of regional technology 
transfer had to be translated into practice by means of 
concrete approaches. The starting point for this pro-
cess was represented by the cooperation agreement, 
which was concluded between the Aachen Chamber 
of Industry and Commerce, as the representative of the 
regional economy and the Rheinisch-Westfälische Tech-
nische Hochschule (RWTH) Aachen University in the year 
1981. Within this cooperation agreement, a close part-
nership was established between the RWTH Aachen, 
founded in 1870 and always a leader in the field of natu-
ral and engineering sciences, and the regional economy. 
In this way, the existing companies gained appropriate 
access to the latest research findings and the know-how 
of the research institutions. In addition, promising start-
ups were enabled, with the help of the university, to suc-
cessfully translate their business ideas into new products 
and services. For example, the start-ups got (paid) access 
to the university’s research facilities to further refine their 
technological product. Furthermore, the young entrepre-
neurs were given the opportunity to exchange ideas with 
the scientific employees of the institutes to optimise their 
product or processes.26

The so-called ‘Aachen Technology Centre’, the first of 
its kind in the Federal Republic of Germany, served as an 
incubator for this economic renewal of the whole region, 
whereby the centre came up with a new concept: Within 
the Technology Centre the start-ups were provided with 
cheap company premises and comprehensive business 
management advice (choosing the right corporate form, 
marketing, financing, etc.).27 Moreover, the know-how of 
the RWTH Aachen University was used in the sense of a 
lively knowledge and technology transfer to support the 
start-ups. Accordingly, the Aachen Technology Centre 
assisted promising start-ups with wide-ranging support 

in the first years of their entrepreneurial independ-
ence, thus sustainably increasing the success of these 
young companies.28 The Aachen region provided a lively 
start-up climate with innovative, promising young com-
panies to compensate for the loss of the old industries.29

The regional banking industry as the foundation 
for the structural economic renewal of the 
Aachen region
In the run-up to the opening of the Aachen Technology 
Centre, the provision of start-up capital was indispensa-
ble for the success of these newly founded firms. There-
fore, the regional banking industry was seen as a cen-
tral player within this intended structural change and 
was integrated into the transformation process of the 
Aachen region from the very beginning. On the occa-
sion of the opening of the Technology Centre Aachen on  
1 June 1984, the Sparkasse Aachen initiated the so-called 
‘Innovation Loan Programme’, which had a unique con-
cept at the time: The Innovation Loan Programme pro-
vided young entrepreneurs with the necessary capital to 
realise their business idea in an unbureaucratic manner by 
accepting the innovative character and the potential suc-
cess of the start-ups instead of conventional loan collateral. 
Only the level of innovation and the quality of the entre-
preneurial idea were critical factors in securing the neces-
sary capital. Thus, the Innovation Loan essentially resem-
bled equity capital. The Innovation Loan Programme even 
waived reimbursement obligations if the funded enter-
prise should fail. Without insisting on real loan collateral, 
promising start-ups were provided with the necessary 
founding capital to realise their business ideas.30

The progressive nature of the Innovation Loan Pro-
gramme is evident when considering that, during this 
period, investment start-ups and the concept of venture 

2
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capital were still viewed as speculative within the German 
banking industry. Therefore, innovative start-ups usu-
ally lacked the capital they needed to realise their busi-
ness ideas. This applied in particular to start-ups from 
the high-tech sector, which usually require a dispropor-
tionately high start-up capital. The Innovation Loan Pro-
gramme addressed the issue of insufficient equity capital 
for young start-ups, but it did so without being a typical 
business investment. Therefore, the Innovation Loan Pro-
gramme of the Sparkasse Aachen was a complete nov-
elty not only within the Aachen region, but also through-
out Germany at that time.31

The success of this unique combination of the 
Aachen Technology Centre and the Innovation Loan Pro-
gramme was not long in com-
ing and surpassed all the 
expectations: Immediately 
after the Technology Cen-
tre Aachen went into opera-
tion; it became apparent that 
this concept would become a 
catalyst for the structural eco-
nomic renewal of the whole 
region. When the Aachen 
Technology Centre opened 
on 1 June 1984, seven newly 
founded companies initially 
moved in, whereby this num-
ber of start-ups in the Tech-
nology Centre increased to 
17 companies with a total of 70 employees within one 
year. In 1986, there were 20 companies with 100 employ-
ees in the centre, which meant that the centre had 
already reached its capacity limit just two years after its 
opening.32

The Aachen Technology Centre steadily expanded in 
the following years and became an effective instrument 
for the creation of new jobs in the Aachen region: In the 
period from 1984 to 1998 alone, the centre was respon-
sible for the creation of 4,200 direct and indirect jobs: 
In 1998, the number of companies founded in the Tech-
nology Centre Aachen already amounted to 170  com-
panies with a total of 1,700 direct employees. This num-
ber of new direct jobs was accompanied by the creation 
of 1,700 indirect jobs in the corresponding upstream or 
downstream stages of the value chain. In parallel, about 
800 people were employed in one of the start-ups which 
were located in the Aachen Technology Centre during 
the year 1998.33 

This success of the Technology Centre was based 
not only on its progressive concept, but also on the inclu-
sion of the know-how of RWTH Aachen University and 
the support of the regional banking industry, which pro-
vided promising start-ups with the necessary start-up 
capital via the Innovation Loan Programme. At that time, 

the synergetic cooperation between the Technology 
Centre, the RWTH Aachen University and the Sparkasse 
Aachen was unique on a national level and made a signif-
icant contribution to sustainably renewing the economic 
structures in the Aachen region.34

Given the considerable success of the Aachen Tech-
nology Centre, it was only a matter of time before fur-
ther technology and start-up centres were established in 
the region: Taking up the concept of the Aachen Tech-
nology Centre, the period from the late 1980s to the 
early 2000s saw the opening of various technology and 
start-up centres in the region. After the commissioning of 
the Aachen Technology Centre in 1984, twelve more cen-
tres followed, each with its own sectoral focus to avoid 

overlaps. In many cases, these 
centres were established in 
towns which were especially 
affected by the inexorable 
decline of the heavy indus-
tries, and which needed a cat-
alyst for the renewal of their 
economic structures.35 

The ‘building power’ of 
the various technology and 
start-up centres with regard 
to the transformation of the 
entire economic region of 
Aachen becomes clear from a 
glance at the number of new 
jobs: The technology and 

start-up centres claimed to have created around 8,000 to 
10,000 new direct and indirect jobs in the Aachen region 
by the year 1998, while additionally 3,500 people were 
working in the centres at that time.36 

In the coming years, the number of jobs generated 
by these centres increased even further: In 2006, the 
centres were responsible for the support of 1,024 start-
ups with 28,500 employees. All in all, the alliance of the 
technology and start-up centres, coupled with the know-
how of the local research institutes and combined with 
an effective innovation financing through the regional 
banking industry, formed the basis on which the Aachen 
region was able to transform itself into a leading technol-
ogy location within two decades.37

Especially the Sparkasse Aachen positioned itself as 
a central catalyst for the structural change in the area at 
the end of the 20th century. Already in the early 1980s, 
the Sparkasse Aachen had taken on a pioneering role 
with the Innovation Loan Programme, whereby this spirit 
of the Aachen banking industry continued in the fol-
lowing years: In 1988, the Innovation Loan Programme 
became the ‘S-Unternehmensbeteiligungsgesellschaft 
Wirtschaftsregion Aachen AG’ (S-UBG), which repre-
sented the first investment company of the public-law 
credit system within the Federal Republic of Germany.38 

The Sparkasse Aachen  
positioned itself as a central 

catalyst for the structural change 
in the (Aachen) area at the  

end of the 20th century.
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Analogous to the Innovation Loan Programme, the 
focus of the S-UBG was on the innovation potential of the 
newly founded firms. The S-UBG represented an effec-
tive instrument which made it possible to provide real 
equity capital for promising start-ups which sold shares 
to the S-UBG in return. In this way, financing gaps of start-
ups, particularly in the high-tech sector could be bridged. 
The innovative financing model of the S-UBG found fer-
tile ground in the Aachen region from the very begin-
ning. The following figures illustrate the rapid expansion 
of the S-UBG’s activities within just a few years: In 1988, 
the year of its foundation, the equity capital of the S-UBG 
amounted to DM  10  million, but just one year later it 
counted already DM 20 million. The dynamic investment 
activity of the S-UBG was also maintained in the 2000s: In 
2008, the S-UBG had investments in 34 companies with 
a capital of € 39.4 million, whereby these 34 companies 
employed approximately 3,330 people.39

In summary, within the framework of the structural 
change of the Aachen region at the end of the 20th cen-
tury, the substantial contribution of the regional bank-
ing industry has to be highlighted: Although the Spar-
kasse had accompanied socio-economic developments 
beforehand, it was especially the structural crisis of the 
Aachen region in the 1980s, in which the ‘building power’ 
(i.e. the regional business development) of Sparkasse 
stood out more clearly than ever before.40 The Innova-
tion Loan Programme laid the foundation for the suc-
cess of the Aachen Technology Centre and other start-up 
centres. New models of corporate financing, such as the 
Innovation Loan Programme, made it possible to provide 
start-ups with the necessary founding capital. The later 
S-UBG developed the idea of the Innovation Loan Pro-
gramme further by providing innovative start-ups with 
the equity capital they needed to realise their business 
idea. The success of numerous newly founded compa-
nies was based to a considerable extent on the innova-
tive financing models of Sparkasse Aachen.41 

The concept of technology and start-up centres, 
coupled with the financial support via the Innovation 
Loan Programme and the following S-UBG, created an 
environment in which the structural change within the 
Aachen region could succeed. Consequently, Sparkasse 
has established itself as a key player in regional financing 
for innovations in the Aachen area. Altogether, Sparkasse 
has facilitated the transformation of the Aachen region 
into a knowledge and technology hub, but its ‘building 
power’ will also be of essential importance in the context 
of the future structural change.42 The historical case study 
has highlighted which significant role Sparkasse can play 
in addressing structural change processes through effec-
tive innovation financing. Today, Sparkasse can lever-
age this legacy by financing product and process inno-
vations, thereby fostering the progress and prosperity of 
the regional economy.

Conclusion
Sparkasse has successfully influenced socio-economic 
structural change processes within the Aachen area, 
consistently driving innovation amongst the economic 
landscape. In this context, Sparkasse Aachen has estab-
lished itself as a model of innovation. By adhering to 
its founding mission—to act in the best interest of the 
regional economy and the local population—it has 
repeatedly served as a stabilizing force, particularly dur-
ing times of crisis.43

The innovative character inherent in the Sparkasse 
model became particularly relevant at the end of the 
20th century, during the profound structural crisis in the 
Aachen region. At this time, existing economic struc-
tures were weakened, and leading industries experi-
enced simultaneous declines. To compensate for this 
loss, new economic drivers were urgently needed. The 
aim was to stimulate prosperity through the promotion of 
innovative entrepreneurial activity. Therefore, Sparkasse 
Aachen introduced the Innovation Loan Programme in 
1984. This financing instrument, unique in Germany at 
the time, provided emerging startups with the necessary 
founding capital: instead of relying on traditional collat-
eral, the focus was solely on the innovative potential of 
the startup. As a result, a dynamic entrepreneurial envi-
ronment emerged, establishing new and thriving eco-
nomic sectors within the Aachen region.44

The S-UBG, which evolved from the Innovation Loan 
Program in 1988, continued along this innovative trajec-
tory and emerged as the first investment company of the 
public-law lending system in Germany. The founding of 
the S-UBG marked a significant milestone in innovation 
financing, as equity participation in startups was gener-
ally discouraged in the German banking sector at that 
time. However, the S-UBG model made it possible to pro-
vide startups with genuine equity capital for the first time. 
Overall, Aachen’s banking sector played a pioneering 
role in innovation financing across Germany at the end 
of the 20th century.45 

The integration of visionary innovation financing 
provided by Sparkasse Aachen with the novel concept 
of technology and startup centres laid the groundwork 
for the revitalization of the weakened economic struc-
tures in the region.46 Additionally, the contributions of 
regional knowledge creators were crucial for this trans-
formation: By providing technological expertise, RWTH 
Aachen University and other research institutions facili-
tated vital knowledge transfer, enhancing the innovation 
potential of established companies and supporting the 
emergence of new startups. Ultimately, the collabora-
tion among the banking industry, technology and startup 
centres, and regional research institutions effectively 
drove the structural change in the Aachen area.47 

The regional banking sector has consistently demon-
strated a creative impetus in the transformation processes 
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of the Aachen region over the past several decades. Con-
sequently, banks must be recognised as central players in 
addressing future structural changes. In light of the forth-
coming structural changes triggered by digitalization 
and the energy transition, the ‘building power’ and inno-
vative strength of the banking sector will once again be 
crucial for successfully managing these complex upheav-
als at the societal and economic levels. 
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Abstract
European powers traded various territories back and 
forth over many centuries— not only inside Europe 
itself, but also abroad. The central and private banks 
that issued currency in these many territories carry the 
traces of these imperial moments in their archives, but 
the wealth of these vast archives has not yet been fully 
tapped. Nevertheless, we do know that one of the first 
tasks of many colonial regimes was to dislodge existing 
units of economic value (Mwangi 2001), just as one of the 
first tasks of newly liberated postcolonial states was, tell-
ingly, to issue a new national currency (Helleiner 2003). 
Considering the extensive infrastructure work accom-
plished by most colonial regimes, in what ways did nas-
cent banks in distant territories lend a hand? In what ways 
did they tap into ties with the metropole country, and in 
what ways might they have even competed with metro-
pole banks to finance lucrative governmental projects (as 
Algeria’s “central” bank did, well before independence). 
Firstly, this paper will introduce a recently completed 
2-year Mellon Foundation-funded broader collabora-
tive project entitled “Currency & Empire,” which aimed 
to encourage more and more researchers to delve into 
banking archives. Secondly, it will briefly offer three 
examples from the Currency & Empire project that exem-
plify the important role that banks have played in infra-
structure buildouts in colonial spaces. 

Keywords
Currency, Empire, Banks, Colonialism, Monetary Policy, 
Private Issuance, Archives, Britain.

Part I
The scholarship concerning the nationalization of money 
is fairly well known. Helleiner (2003) sums up the broad 
strokes of the story, while many other researchers have out-
lined specific histories, whether that would be the USA, 
United Kingdom, Argentina, Canada, Sweden, France, or 
many other locations. In general, what Helleiner calls “mon-
etary heterogeneity” predominated the era prior to the 
19th century. While there had been national central banks 
in several instances, these same banks had not yet consoli-
dated a monopoly on currency issuance. Instead, a plethora 
of private currencies typically circulated in national spaces. 

Intriguingly, so diverse was this private issuance that 
private currencies often traversed national borders with 
no additional exchange fees or other transaction costs 
that might exist within the country. For example, the 
“Malmö Diskont” circulated in Denmark, even though 
it was issued in Sweden, while several American bank 
currencies were found in Canada (Ersgård 1977; Mihm 
2009). In other words, the trust placed in the currency did 
not emanate from a nation-state, but from people’s per-
ceptions concerning the trustworthiness of the private 
bank (Pressnell 1956). Further, these currencies were 
then not necessarily deeply integrated into a nationally 
regulated banking system. 

As the nation-state system evolved in the 19th cen-
tury, this monetary heterogeneity became increasingly 
unappealing to governments; citizens also clamored for 
more regulation, as various privately issued currencies 
were swept up in frenzies, with the classic bank runs that 
resulted. Consequently, monetary homogeneity became 
the order of the day. Importantly, monetary homogeneity 
inside nation-state borders was purchased at the cost of 
new transaction costs across nation-state borders. 

Another element of this story is the way in which 
currencies, as vital elements in daily life, gradually 
became part of state-infrastructure. That is, for vari-
ous reasons and following popular ideas of the time, it 
became “obvious” that currencies should be governed 
by states rather than left to the private sector, just as pri-
vate toll roads often gave way to public highways. Since 
then, obviously a great deal of evolution has occurred, 
placing national currency systems in somewhat unique 
light compared to policy standards within state-infra-
structure. In his recent book, Unelected Power, Tucker 
(a retired central banker himself) frames national cur-
rency systems as sitting in a unique place within gov-
ernments, oddly straddling the Commons and public 
goods (Tucker 2018: 59; see also Peebles 2023).

In the 20th century, this story then becomes relatively 
well known in the era of decolonization. Though the 
scholarship is not vast, it is not unheard of. We can trace 
the almost “overnight” evolution of new state currencies, 
as new nations blossomed out of decolonization. These 
new countries often kept bureaucrats and regulations 
from the previous regime, aiming for as much stability as 

The role of central and  
private issuance in colonialism
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possible. Still, even during these times of transition, the 
old colonial currency was kicked to the curb.

Clearly, we are accustomed to the role of currency 
in the building of nation-states, whether in moments 
of consolidation, or in moments of decolonization. But 
there seems to be relatively little interest in what obvi-
ously jumps out as a third pillar in this scheme— colo-
nization itself. For these reasons, it was thrilling for our 
Mellon-funded group to discover the collective efforts 
happening inside the eabh network, which had also initi-
ated a workshop dedicated to “archival evidence in and 
about financial institutions’ ‘building’ roles: the connec-
tions between banking and building, finance, cities, and 
the emergence of countries or states.” 

In fact, the role of currencies in the consolidation of 
territory stands as a sort of implicit knowledge, typically 
considered obvious and thus perhaps uninteresting. 
For example, the current Ukraine invasion clearly testi-
fies to the ways that banks and currencies can be oper-
ationalised in critical ways for a conquering regime 
(see Tass Russian News Agency 2022; Ukrainska Pravda 
2022). We are somehow all dimly aware that the millions 
of people who have suddenly found themselves liv-
ing on Russian-occupied Ukrainian territory must have 
stopped using hryvnias and started using roubles. But 
the complex—yet humdrum— banking operations that 
must have occurred that allowed for all those Ukrain-
ian deposits to swap over to Russian deposits is not, to 
my knowledge, something that many people (scholars 
or otherwise) have expressed much of an interest in. 
Aside from shifting individual deposit accounts, what 
happens to the reserves in these moments? What did 
the Russians do with the hryvnias in all the accounts? 
Did the local legislature change the banking laws over-
night, or did it happen gradually? What were citizens 
told about their accounts? Do local bankers get rapidly 
trained in Russian banking law? 

I encountered another example of recent “colo-
nial” banking when I served as an outside reviewer 
for a book manuscript that is being written by Nishita 
Trisal, at Harvard. She spent a year as an ethnographic 
researcher at Kashmir and Jammu Bank, in India. From 
that text, I learned that many locals perceive India as 
a hostile, “settler colonial” state. Apparently, citizens of 

Kashmir often make political decisions about where to 
keep their money, in attempts to not support the Indian 
state’s agenda in Kashmir. And yet, because their 
deposits are governed by Indian banking regulators 
and indexed in rupees, this native population— if it is to 
bank— must bank through what they view as an Indian 
colonial system (Trisal n.d.).

These two quick examples offer present-day vis-
tas on a topic that goes back centuries. The conceit of 
our Currency & Empire project, funded for a prelimi-
nary 2-year period, is that countless stories like these 
are hidden in vast and largely untapped archives. More 
precisely, we believe that many researchers of coloni-
alism have not yet recognised that central and private 
bank archives are a massive resource, hiding in plain 
sight. The study of colonialism has barely scratched the 
surface of this story, which could transform some of the 
crucial ways in which they frame the history of coloni-
alism itself. 

For starters, often central bank archives are rela-
tively open to the public. What would researchers find 
if they dug deeply into the Portuguese central bank’s 
archive? Would they discover not only minutes that 
showed differential treatment of Angola and Brazil, but 
also evidence of mundane transactions that sent (or 
extracted) resources to (and from) the colonies? We 
already know, from the British case, that monetary theo-
rists of the British Empire selectively imposed bi-metal-
ism on some colonies and not on others, mapping it 
onto colonial taxonomies that distinguished “Oriental” 
subjects in India from white settler colonists in Canada, 
Australia, and South Africa (de Cecco 1974; Balachan-
dran 1996; Rosenberg 2003; Singha 2018). It almost 
goes without saying that all of the well-known Euro-
pean empires would have exciting material to mine in 
this vein, whether we wanted to learn more about mon-
etary policy in France’s New Caledonia or Spanish plan-
ning in Bolivia. Beyond the central bank archives, there 
are also exciting possibilities for researchers of colo-
nialism to more thoroughly dig through private bank 
archives. If all these efforts could be approached in a 
deeply collaborative spirit, we could then see if gen-
eral principles can be drawn from all the highly particu-
lar studies. 
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Part II
In this regard, our collaborative efforts on the Currency & 
Empire project have resulted in some preliminary studies, 
presented at our final workshop in Fall 2022. I will here 
summarise some examples from those studies; I will then 
close the paper with some of the general principles we 
drew from that work, and how we might be able to move 
it forward after the close of our first phase of funding. 

While we worked hard to find a diversity of impe-
rial examples during our year-long visitors’ series (see 
currencyandempire.org, where we have these sessions 
recorded), our final workshop was dominated by peo-
ple who researched the wide-ranging (in both time and 
space) British Empire. Despite this, the British Empire 
spanned broadly enough that we can attempt to draw 
some preliminary conclusions for today; additionally, 
the presentations from our visitors’ series affirmed these 
general ideas for other imperial orders. 

We begin with a very early colonial endeavor— Eng-
lish colonialism in Ireland in the first half of the 18th cen-
tury. Dr. Mara Caden, of the University of Chicago, offered 
a paper on a massive debate surrounding “Wood’s Half 
Pence.” Proclaiming a lack of circulating coin in the Irish 
colony, the English sold a royal patent to an iron master 
named William Wood, who would thereby gain the right 
to mint copper money and ship it for use in Ireland. This 
immense privilege to foist currency onto a foreign popu-
lation, famously chronicled by none other than Jonathan 
Swift, caused an uproar in Ireland. 

Though well known, Caden insists that a mystery 
remains in the battle against “Wood’s Halfpence.” Why, 
she asks, was there such easy unanimity in the Irish pop-
ulation? Ireland, a legendary space of internecine battles, 
feudalist tensions, and warring religions, nevertheless 
all came together in fiercely opposing this English inter-
vention in its monetary affairs. Merchants and consumers 

simply boycotted its use, refusing to accept it as pay-
ment nor use it for taxes. In the face of such opposition, 
England finally relented by removing Wood’s patent and 
reimbursing him for his losses. 

Aside from clearly revealing a moment of mone-
tary heterogeneity and private issuance, Caden digs 
into the monetary archives and finds locals hoping to 
seize power over monetary management of their own 
territory. Indeed, this episode triggers the first discus-
sions of a local, Irish, mint, to achieve a sort of monetary 
independence from their colonial masters. To make her 
claims, Caden also takes on the well-known theory of 
Gresham’s Law, which argues that “bad money drives out 
good”; in other words, when two currencies circulate in a 
given jurisdiction, the one with the higher intrinsic value 
will disappear into private hoards, while the one with the 
lower intrinsic value will continue to circulate. Caden calls 
this axiom from monetary history into question, stating 
that the fate of Wood’s Halfpence is better understood 
through the lens of class struggle. That is, even though 
Wood’s Halfpennies were manifestly “bad money,” the 
refusal of people to accept it meant that they would con-
tinue to prefer silver coinage for circulation. Whether we 
agree with Caden’s findings argument concerning Gresh-
am’s law or not, by tackling it in this paper, she is crucially 
helping us to develop a common language across disci-
plines, wherein historians feel more comfortable arguing 
with economists over such things that are typically the 
preserve of the latter. 

From Ireland, we move on to Britain’s most famous 
colony, India, the “jewel in the crown.” In her contribution 
to our final workshop, a PhD candidate at the University 
of Toronto, Ms. Shweta Banerjee, offers us a fascinating 
window into the monetary governance of three separate 
mints, all operating during the nascent period of “Com-
pany rule,” viz., the period when the East India Company 

Monetary policy and banking practices are neither 
“obvious” nor “scientific” technocratic operations. 

Rather, we find political and cultural battles  
every step of the way.
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governed India with a charter from the UK government 
(Banerjee n.d.). 

Banerjee’s paper shows a gradual migration of cur-
rency management, moving out of the hands of the 
imperial Mughal system and into the British one. As such, 
she guides us through the way the desire to control the 
monetary medium can map onto programs of territo-
rial conquest. By working through a series of Royal Mint 
archives, Banerjee even manages to show a transition-
ary phase, when the power to mint money transitions 
through the Indian bazaar, via its well-known network of 
moneychangers known as “shroffs.” 

This transitionary phase then opens up her inter-
esting argument that “power abhors a vacuum.” That 
is, as the Mughal empire’s power wanes but the East 
India Company’s has yet to be fully consolidated, pri-
vate entities rush into the lost imperial currency space. 
Old Mughal mints find new purchase via “mint-farming” 
(much like Ironmaster Wood’s patent, above) on behalf 
of fragmented new sovereignties emerging at the time. 
She argues that these mints become spaces of shared 
jurisdiction, between shroffs and local rulers. She por-
trays a scene where shroffs need the patent, but rulers 
need the shroffs’ vaunted monetary expertise and their 
financial backing. 

She uses the Benares mint to show how, around 
the year 1800, the East India Company begins to push 
its way into both territorial and monetary management, 
explaining that the exchequer office was “one of the first 
to be designated in the new military cantonment area”. 
But despite these bureaucratic inroads, in practice, the 
EIC’s fiscal power continued to rest on the shroffs’ vast 
networks and coin production. For a time. But she then 
uses a court case to show how the EIC sought to dele-
gitimise the shroffs’ power by casting aspersions on the 
quality of their coins. Gradually, we learn that the Benares 
mint, in the face of attacks such as these, as well as new 
surveillance tactics, becomes forcibly nested within the 
Calcutta mint’s growing supervisory role on behalf of the 
“Company-State.” As with Caden’s deployment of Gresh-
am’s Law, Banerjee nimbly opens up much of her discus-
sion by dissecting how battles over seigniorage income 
plays out over multiple decades in India. 

Veering away from stereotypical banking archives, I 
will close with an example from the late colonial period. 
Dr. Kevin Donovan, an anthropologist at the University of 
Edinburgh, discovered a remarkably fruitful archive at Bar-
clays Bank. In the 1950s, Barclays had built a network of 
banks across rural Kenya, Uganda, and Tanganyika, whose 
task it was to finance farmers and an emergent wave of 
budding commercial opportunities (Donovan n.d.). 

Donovan found that managers at the district level 
were sent on “banking safaris,” wherein senior manage-
ment from London, Nairobi, Dar es Salaam, and Kampala 
were sent to this “banking archipelago” to “anxiously 

assess how the branch management was getting on.” 
While on their journeys, they were expected to keep a 
diary, which Donovan claims was “something of a merger 
between business record and travel memoir.” He mines 
these archives to elucidate all of the social labor that 
undergirded colonial banking. 

Not least, we learn of the work occurring both on the 
golf course and in host manager’s domestic setting. In 
this particular regard, Donovan highlights the gendered 
labor that was part and parcel of a British bank posting 
to the colonies. The wives of these branch managers 
were expected to have a “frontier fortitude” that allowed 
them to keep domestic strife at bay while families con-
fronted the likely culture shock that attended such post-
ings. Additionally, banking relations with the white farm-
ing class in Kenya was a particularly important space for 
wives’ subtle interventions. Donovan finds that their abil-
ity to ingratiate themselves with white settler wives was 
instrumental to the bank’s balance sheet, helping smooth 
over any tensions with farmers that might emerge, while 
also serving as a cultural anchor to given settler outposts. 

Donovan’s study also touches upon the racial hierar-
chies that become obvious in these diaries. Traveling bank 
managers were expected to analyze the bank’s deploy-
ment of its capital to the local Asian merchant class, while 
also monitoring the nascent African class of bank workers. 
Not least, one banker even turned to social events as “sites 
of surveillance and judgment.” This example, and others 
showing petty enforcement of colonial racial hierarchies, 
gradually give way in Donovan’s account to the growing 
demand, as decolonization gathers steam, for the African-
ization of the banking labor force.

Conclusion
From these three examples, spanning more or less the 
beginning, middle, and twilight of the British Empire, 
we can see how monetary policy and banking prac-
tices are neither “obvious” nor “scientific” technocratic 
operations. Rather, we find political and cultural bat-
tles every step of the way. It makes sense that the man-
agement of money— a massively consequential tool for 
organizing social and economic life— would open up a 
world of conflict and strife.1 

And yet, perhaps because of the long-standing 
goal to achieve “sound money,” economists have typ-
ically played down these more political and cultural 
dimensions of monetary management. In fact, con-
ventional economic theory often affords little attention 

1  The Mellon Sawyer Seminar assembled many scholars from around 
the world. Our core work group consisted of myself (Co-PI; Stock-
holm University), Emma Park (Co-PI; The New School), Aaron Jakes 
(University of Chicago), Sanjay Reddy (The New School), and Paulo 
dos Santos (The New School). Having spent three years working 
together intensively on this project, the ideas outlined in this conclu-
sion have been arrived at in collaboration with them. 
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to the realities of sovereignty and differential power 
involved in monetary management. At the same time, 
the rich bodies of both historical and theoretical schol-
arship on empire have tended to underplay the cen-
trality of monetary relations in the constitution of impe-
rial dominance and colonial subordination (cf. Ahamed 
2009; Einhorn 2006; Goswami 2004). 

This bifurcation has been augmented by the con-
ceptual separation between the economic and the 
political that, for too long, has served as a foundational 
premise for disciplinary divisions within the human-
ities and social sciences. This divide, we argue, has 
translated—despite an actual history of practical entan-
glement—into an apparent gap between the study of 
money and the study of empire (Wood 1981). Notwith-
standing some important and exciting exceptions, the 
concept of empire is only thinly applied within eco-
nomics today, while monetary debates are rarely cen-
tral to the vast study of empire undertaken by scholars 
from other disciplines.

Our collaborative research project thus attempted 
to bridge these gaps, taking it as axiomatic that mone-
tary functioning and management have long been inte-
gral to the constitution of both “formal” and “informal” 
empires. To do so, our project sought to transcend con-
ventional disciplinary boundaries by bringing together 
the research and divergent methodologies concern-
ing (among other things): the managerial practices and 
discourses of monetary systems; the archive of colonial 
and neo-colonial monetary institutions; the social con-
ventions that underpin monetary systems; the history of 
economic thought about money and empire; and con-
temporary critical perspectives in monetary theory. In 
so doing, we hope that an array of ongoing case stud-
ies will examine specific national, regional, and global 
monetary systems.

But beyond adding the study of money to the 
study of empire, we believe it can be a two-way street. 
We contend that monetary policy ferment—new ideas 
about the organization and control of money in soci-
ety—has often emerged out of the crises provoked by 
the vicissitudes of empire. From our own research, 
we know that these debates were not only influential, 
but they often reverberated across historical periods, 
reproducing a spectrum of monetary thought that 
can be usefully related to contemporary analogues. 

The present moment is rife with examples of such 
monetary policy ferment: e.g., debates around the 
sustainability of common currencies like the Euro and 
the CFA franc; the impact on developing countries of 
demands for self-insurance through reserve currency 
accumulation; the effects on their asset markets of 
quantitative easing; the reconstruction of the interna-
tional monetary system into a more multipolar form; 
the uneven impact of new digital monies and mone-
tary technologies. These, among many other issues, 
raise powerful echoes of the colonial past. A deeper 
engagement with the historical contours and dynam-
ics of such debates will help us better understand and 
approach the contested stakes of policy proposals in 
the present.  
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