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Conjunctural Crisis and
Structural Problems in the Greek
Merchant Marine in the 19th Century:
Reaction of the State
and Private Interests*

by CHRISTOS HATZIIOSSIF

The role of the state in the development of the Greek merchant
marine is not well known. Information is available on its evolution in terms
of numbers of ships and tonnage, but the structure of shipping com-
panies and the manner of their operation are largely unknown. For
example, while it is generally recognized that shipping spearheaded the
capital sector of the Greek economy in the 18th and 19th centuries,
the relative importance of wage labor compared to other forms of
"associationist" remuneration, such as going shares with the seamen,
is ignored. Moreover, the important aspect of the ties between shipping
and commerce still remains obscure. With respect to the role of the
state, we are lacking in the elements by which we could rebuild the
framework within which governments of the time took their successive
measures. We know the laws and decrees that were passed on shipping
affairs but we cannot properly elucidate their internal logic and the
existence or not of a state shipping policy. 1

The purpose of this article is to attempt to clarify the respective
roles of the state and of private interests during the fifty years follow-
ing Greek independence, from 1830 to 1880. I have chosen to study
their respective attitudes during a shipping crisis. Although the crisis
was short (1849-1852), its seriousness makes the reactions of the
protagonists so much more characteristic of their basic positions; posi-

*A shorter version of this paper was presented at the 3rd International Colloquium
of History, held in Athens in 1983. This paper has been translated from
the French. The references to French language archival sources have been retained
in the original.

1For more optimistic viewpoints see the recent "Commentary" by M.
Serafetinidis et al, in the Cambridge Journal of Economics 5 1981, pp. 289-310,
conceived on the lines of the Greek historian N. Psiroukis. Less theorizing and
more concrete, though in the same spirit, is K. Papathanassopoulos "I Elliniki
Emboriki Naftilia 1833-1856," Athens, 1983.
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tions which might not be so easily discernible in daily, run-of-the-mill
decisions taken in normal circumstances. At the same time, a study of
the prehistory of the crisis and of its aftermath supports the validity
of the conclusions drawn.

Although the shipping crisis was already a fact by 1849, the gov-
ernment and Greek public opinion did not become aware of its
seriousness until August of the following year. The alarm was sounded
by the publication of a letter from the French Minister of Commerce
to the Marseilles Chamber of Commerce in the August 2/14, 1850
issue of the Athens newspaper "Eon."2 In his letter, the minister
warned insurers in Marseilles of the risks involved in shipping cargoes
in Greek vessels because of the poor financial condition of the Greek
merchant marine. The minister further implied that financial difficulties
were prompting Greek captains to sink their ships fraudulently and
thus jeopardize French capital.

The publication of this letter had the effect of a thunderbolt on
the Greek government. The Greek Minister of the Interior, in his
capacity as senior government official responsible for economic affairs,
wrote to his colleague, the Minister for Foreign Affairs: "... it is
with regret, Minister, that we have learnt of a special measure taken
against our ships in all French ports ... and we cannot but express
our very great surprise that such a measure should have been taken
at a moment when the Greek merchant marine, according to assurances
received from the Greek consul in Marseilles, has distinguished itself
by its punctuality and general behavior and that, no incident has taken
place which might give cause for such an extraordinary and disastrous
measure. . . ."3 He did not exclude the possibility that "it was a partisan
measure, inspired by certain foreign merchants, with the object of caus-
ing harm to our merchant marine, the progress of which they envied ..."
and he begged his colleague to instruct the Greek ambassador in Paris
and the Greek consul in Marseilles to react against this intrigue. At
the same time, he sought the opinion of the Chamber of Commerce at
Syra, the prime shipping center of Greece at the time, on the French
minister's allegations.

One must first observe that the Minister of the Interior's expressed
surprise is unjustified, to say the least. If the last annual report on
trade and shipping by the Greek consul in Marseilles speaks, indeed, of
an improvement in the shipping situation, as seen from his post, 4 other
consular reports from the principal Mediterranean ports present a
completely different, if not catastrophic, image. The most eloquent
of these is the one sent on 20 May/1 June 1850 by the Greek vice-
consul at Braila, the Danubian port which was the principal loading
point for Greek ships engaged in the grain trade from the Black Sea

2The fetter was published for the first time in "Le Semaphore de Marseille"
on 25 July, 1850. It is from there that the Athens press drew its source.

3Affaires etrangeres, Grece, 1850, serie 58, Athens 3/15 twat 1850.
4Affaires etrangeres, Grece, 1850, serie 58, Marseille 9/21 mars 1850.
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and where they outnumbered ships of other nationalities. The consul
wrote: "... Greek shipping, which was so flourishing a few years back,
is now advancing with giant strides towards perdition. While in past
years the number of Greek ships loading here was 50% greater than
that of other countries, today, British ships are loading at 9 shillings
per ton while nobody will load on a Greek ship, even at 8 shillings per
ton because not only the consignees in Britain but those in the Mediter-
ranean as well, whether foreign or Greek, will not accept the chartering
of a Greek ship because of the bad faith that has been created and
which has reached a peak in terms of cargo abuse, continuous damage,
short weight and other sins to which Greek masters appear to be prone. 's
The outcome of this situation, according to the consul, is clear: "... if
the appropriate ministers do not take severe and energetic measures
against these abuses ... and if at the same time they do not apply a
system of registering a ship's loans in a special booklet, Greek shipping
will be ruined in very little time." Alarming news from Braila had
tlso appeared in the Greek press a month before the affair of the
French minister's letter6 without apparently provoking any more re-
action among the authorities than that aroused by the consul's report.

This is confirmed by the secret report addressed by the Syra Chamber
of Commerce to the Nomarch of the Cyclades on 5/17 September
1850. This report, which contains a down-to-earth description of the
situation, was intended for internal use only. At the same time, the
Chamber issued a more soothing report and suggested to the govern-
ment that it be published and sent to Greek diplomatic missions abroad
to help them in refuting the foreign-inspired 'calumnies."r

In its secret report, the Chamber of Commerce did not only admit
the existence of fraudulent sinkings but enumerated, in addition, a long
list of acts of barratry committed by Greek masters. The report also
accused these shipmasters of concluding fictitious shipping loans which
were detrimental to the interests of real creditors. The Chamber added
that these practices were being covered up by the Greek authorities and
the consulates which, either through ignorance, inertia or even con-
nivance, did not actively prosecute the defaulters.

The report noted the virtual disappearance from Syra of those
insurance companies which were unable to settle the growing claims for
indemnity resulting from the abnormal proliferation of shipwrecks and
damages. At the time the report was drafted, two insurance companies
alone had remained, but they too had been forced to suspend their
operations. Before the crisis, there had been six insurance companies
operating in Syra with a total equity capital of 6 million drachmas. 8

5Affaires êtrangates, Grke, 1850, skrie 58, Braila 20 mai/1 juin 1850.
6Athina 3/15 juillet 1850.
7Affaires etraneres, Grece, 1850, sêrie 58, Hermoupolis 5/17 septembre 1850.
8Affaires etraneres, France, CCC, Syra, vol. 3, Syra 3 juin 1851. For the

names of these companies see Eon (Athens), 21 September, 1841, and K.
Papathanassopoulos, op. cit., p. 59.
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The insurance companies at centers of the Greek diaspora, such as
Smyrna, Odessa and Trieste, which covered Greek marine risks, suffered
similar misadventures, according to the Syra, report.

To remedy the situation, the Chamber proposed a series of
administrative measures for policing the merchant marine, for manning
the port authorities of the kingdom and consulates abroad with young
graduates of Athens University and for reforming the system of training
shipmasters. It insisted also on a revision of that part of the com-
mercial code which concerned shipping loans and expressed its willing-
ness to assist in elaborating a draft law Finally, it proposed the forma-
tion of a new insurance company with the state sharing in its
equity capital.

The contents of this report obliged the government to emerge
from its apathy. Ten days after the report had been submitted to the
Nomarch of the Cyclades, the Minister of the Interior proposed the
setting up of a commission to draft a law on the compulsory registra-
tion of shipping loans in a special booklet .° The minister thus appeared
to be adopting the Chamber's proposal, but with a difference. The
commission would be composed of government functionaries and not
"jurists, merchants and shipmasters" as the businessmen of Syra
had suggested and would have preferred. Moreover, what had at first
been a matter of urgency took a whole year to culminate in a law
which obliged all Greek ships to maintain a booklet which would re-
cord, on pain of losing their license, all loans advanced to them."
Meanwhile, the only concrete measure taken was the decree of 24
November/6 December 1850 which required candidates to pass practical
and theoretical exams for the acquisition of a master's license.

On its side, the Ministry for Foreign Affairs sought information
from Greek consuls on acts of barratry committed by Greek ship-
masters and for an explanation of the situation. What is striking about
the responses of the diplomats that have come down to us is the
absence of any economic reasoning whatsoever. Some consuls, against
all the evidence, considered it their patriotic duty to deny with in-
dignation any hint of barratry. 1 ' Others, like the ambassador at St.
Petersburg, 12 accepted it for a fact and saw in it, together with, the
"incompetence of certain captains," one of the reasons for the bad
reputation of Greek ships and the crisis in the Greek merchant marine.
But even these last-mentioned diplomats could not explain why this
crisis of immorality had suddenly struck the Greek captains. For almost
everybody, including the Chamber of Commerce, the causes of "the

9Affaires etrangêres, Grece, 1850, serie 58, ministre de Finterieur au ministre
de la Maison royale et des Affaires etrangeres 15/27 septembre 1850.

ioLaw pr[A, 13/25 novembre 1851 on "le livret des peels maritimes."
11Affaires etrangeres, Grece, 1851, serie 58, Venice 20 decembre 1850/

1 janvier 1851.
12/bid., Saint Petersbourg 1/13 fevrier 1851.
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distress" were of a criminal and administrative nature and the remedies
could only be penal and regulatory.

The same detachment from economic reality can be seen in the
Athens press. Those of its organs which were quick to report on the
slightest item of society gossip concerning the merchants of the diaspora
wrote not a word about the crisis. Typically, the only item relative to
the shipping situation which appeared in the Athens press before the
furor of the French minister's letter was the reproduction of a report
first published in a Smyrna newspaper. 13 Once the crisis had been ex-
posed to broad daylight and the newspapers could no longer ignore it,
they tried to politicize it and—at a time when the parties drew their
names (English, French, Russian) from the foreign power to which
they were politically aligned—politics meant foreign politics. The news-
papers of the "English" party, headed by "Athina" and "Elpis," denied
the existence of any crisis and attributed the action of the French
minister to "the envy of France ... which, aware of its insignificance,
seeks to destroy the merchant marine of a tiny state, because it fears
the intelligence of its inhabitants, their productive spirit and their
seafaring ability." 14 The Francophile press went as far as to say that
the object of the French minister's letter was merely to "safeguard French
capital" 15 and bring about "a better organization of the Greek merchant
marine." 16 It is obvious that this kind of "politicization" of the matter
obscured the economic and social components of the crisis. This at-
titude seems even more incomprehensible in a country like Greece,
where the profits of the shipowners and the wages of the seamen
were indispensable in offsetting the chronic deficit in the trade balance
and in assuring the stability itself of the regime. In 1850, it is estimated
that Greek exports amounted to only one sixth of imports with a deficit
of 30 million drachmas in the trade balance. This shortfall could only
be covered by revenues from shipping which, in the same year, were
estimated by the same source at more than 32 million drachmas.'?

One of the rare participants in this debate who did try to explain
the crisis in economic terms was the Greek consul-general in Alexandria,
Mr. Tossizza. An experienced businessman who had been in charge
of the Alexandria consulate since 1833, Tossizza attributed the difficul-
ties of Greek shipping to the structural changes in sea transport to
which the Greeks had been unable to adapt themselves. 18 He did not
overlook the conjunctural causes of the crisis, but the accent he placed
on structural problems is an indication of the seriousness he attached
to them.

The conjunctural causes are easy to determine. From 1845 to the
summer of 1848, Greek shipping prospered as a result of bad harvests

13Supra, note 6.
14E/pis,
15Le Semaphore de Marseille, 25 juillet 1850.
16Moniteur Economique, 22 mars/3 avril 1853, cite par K. Papathanassopoulos,

op. cit., p. 61.

Aug. 12/24, 1850, see also Athina, Aug. 10/22, 1850.
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in western Europe, which necessitated large imports of grain from the
Black Sea area. Freight rates, which ordinarily varied between 2.66 and
3 francs per ton on the Black Sea-Marseilles run, rose to 5 francs in
1845 and then to 8-9 francs, often reaching a peak of 12 francs per
ton. 19 There were similar rises in the freight rates to England. The
revolutions of 1848 and the economic crisis in Europe did not affect
the grain trade. Indeed, they gave rise to sanguine expectations among
the Greek shipmasters that a general war would break out in Europe
and give them the opportunity, as neutrals, of profiting in the same
way as during the wars of the French Revolution and the Empire.
They hastened to place further orders for new ships at the Syra ship-
yards, which were already overbooked." But crisis loomed when the
war in Europe failed to materialize and agricultural production re-
turned to normality. It was a crisis of over-investment, with new ships
ordered at high prices and with heavy borrowing at the time of the
grain boom which could not be repaid with earnings from the low
freight rates of the period that followed.

To these conjunctural causes another should be added—political
rather than economic. It was the blockade of Greek ports by the
British during the first six months of 1850 over the Pacifico affair,
which further aggravated the problems of Greek shipping.

The impact of this conjunctural crisis was heightened by the
structural problems which had weighed on Greek shipping for a
considerable length of time. Inasmuch as the Greek fleet was made
up entirely of sailing ships, one thinks at first of the competition from
steamships. At least since 1835, there were steamships operating in
the Eastern Mediterranean, but the great surge in steam navigation
began in 1837 when the steam packets of the French postal administra-
tion came on the scene, as did those of Austrian Lloyd. In 1840, the
passenger ships of Britain's Peninsular Steam Navigation Company
extended their routes through the Straits of Gibraltar to Alexandria and
the line became known as Peninsular and Oriental—of the now familiar
P & 0 line. As far as the eastern part of the Mediterranean is con-
cerned, the progress in steam navigation can be measured by the
spectacular growth of Trieste's Austrian Lloyd. In 1836, Lloyd started
operating with 7 steamships. In 1848 it was running 26 of them
with 5 more under construction. They aggregated 10,220 tons and
developed 3370 hp. They served 50 ports and carried 118,343 pas-
sengers, 78,657,991 francs inspecie, 289,566 letters and 168,406 par-
cels with an estimated value of 204,904,540 francs and made a profit
representing 18% of the company's paid-up capital. Austrian Lloyd's

17Affaires etrangeres, France, CCC, Syra, vol. 3, Syra, 18 juillet 1850.
12Affaires etrangeres, Grece, 1851, serie 58, Alexandrie 21 novembre/

2 decembre 1851.
19Affaires etrangeres, France, CCC, Syra, vol. 1.3, 20 octobre 1846, 24

decembre 1847, 20 avril 1849, 18 juillet 1850.
29/bid., Syra, 18 juillet 1850.
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progress continued during the crisis and by 1852 the company was
running 43 first-powered ships of 22,245 tons and 1530 hp. 21

The development of steam navigation exerted growing and con-
tinuous pressure on the economic equilibrium of sailing ships. From the
very beginning, sail lost the choice traffic to steam: the transport of
specie, small parcels of valuable cargo and passengers. Safety and rega-
larity, rather than speed, were the trump cards of the steamship and
it was this safety which allowed the shipment of parcels of valuable
cargo without insurance cover—a procedure that was inconceivable by
sailing ship. The situation became really worrying, however, when
propeller-driven steamships began competing with sailing ships for
bulk cargoes22 of cotton, linseed, hides, dried fruit, gall-nuts and graM
in particular, which were the main stand-bys of Greek ships. 23 The
Black Sea, once the happy hunting ground of Greek sailing ships,
was now open to competition from steam and there was no way by
which the Greeks could emerge from this crisis without adopting the
new technology.

But matters had not yet reached such a critical stage in 1848-52
and it would be wrong to attribute the crisis solely •to competition from
steam. In 1850, the problem was still one of Greek sailing ships
versus foreign sailing ships (British, Scandinavian or Austrian) 24

rather than Greek sailing ships versus steam. There were, therefore,
other factors with a bearing on the Greek crisis. One of these was the
redeployment of exports from Eastern Mediterranean countries to Britain,
a move which Greek shipping was unable to cope with. It took place
between 1835 and 1839 when Britain began catching up with France
and Austria as the principal importer of Egyptian cotton. Between
1840 and 1844, it overtook them and subsequently outdistanced them
by far. In the 1850's Britain alone imported more Egyptian cotton
than France and Austria combined. 25 There was a similar tendency in
foodstuffs. Between 1838 and 1846 Britain imported more than half
the wheat and beans exported from Alexandria 26 This development
is also reflected in the number of ships sailing from Alexandria for
British ports. The annual average rose from 25 ships in the years
from 1820 to 1832 to more than 100 in the 1840's. It would seem
that no Greek ships took part in this trade and we know for sure
that they did not in 1836 and 1842, the two years for which we know
the destinations of Greek ships.27 It is perhaps one of the reasons for

Syra, 6 juillet 1849, 23 Ao0. 1852.
22/bid., Syra, 21 mai 1858.
23/bid., vol. 5, Syra, 21 mai 1858.
24Affaires etrangeres, Grêce, 1850, serie 58, Braila, 20 mai, 1 juin 1850,

serie 58, Alexandrie 21 novembre, 2 decembre 1851.
25C. Hadziiossif: "La colonie grecque en Egypte 1833-1856," These de

3° cycle, Paris-Sorbonne, 1981, p. 120 bis.
25/bid., pp. 132-133.
27/bid., p. 206.
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which, since 1842, all the indicators of Greek shipping in Alexandria
show a decline.

The same phenomenon appeared some years later in the grain ports
of the Black Sea. In 1 848 Britain absorbed 43% of exports from the
Danubian port of Galatz, but of the 110 Greek ships loading at this
port, only one was headed for the port of London. 28 The same probably
holds true for other Black Sea ports. Indeed, for the same year, the
commercial office of the Greek embassy in Constantinople makes no
mention in its report of any Greek ship sailing for Britain. 29

Greek shipping thus maintained its regional character while its
economic space—the Eastern Mediterranean—was being integrated into
world ma.rkets. 30 The few attempts to establish a line between Syra
and Boston, Massachusetts 31 and the rare Greek ship chartered at
Marseilles to carry emigrants to California were hardly enough to
change its limited scope.32 Contemporary writers often tried to suggest
the reason why Greek shipping was confined to the Mediterranean
was because its ships were insufficiently equipped to cope with Atlantic
voyages, particularly in winter. But one could equally argue that this
insufficiency, which is not an insurmountable obstade, 33 was not the
cause but the result of too few charters for Atlantic voyages. In fact,
we should examine to what extent the protectionist law, which was
in force up to 1849, dissuaded Greeks from accepting charters to
Britain. Voyages to other Atlantic destinations were difficult and unat-
tractive because of the absence in them of any familiar Greek circle
of merchants, moneylenders, ship chandlers and seamen who formed
the onshore infrastructure of Greek shipping in the Mediterranean. As
for voyages to the United States, a document of the 1880's34 indicates
that Greek sea captains tended to avoid them for the simple reason
that, on arrival, the entire crew jumped ship to seek their fortunes
in the new land and the master had to sell his ship for a pittance to
pay for his journey back home.

The competition of the steamships and of other western fleets,
which grew with the redeployment of trade towards Britain, could
be termed high-level competition. There was also a low-level competi-

28Affaires etrangeres, Grece, 1849, serie 58, Galatzi 3/15 septembre 1849.
29/bid., Pera, 12/24 avril 1849.
solbid., 144, serie 39, 1 Anvers, 24 decembre 1846.
31/bid., 1836, serie 58, Le Prefet des Cyclades au Ministre des Affaires

etrangeres Hermoupolis, 8/20 fevrier 1836 et pieces jointes. See also G.
Coulicourdi 0 Alexandros tou HadjiAlexandri, Athens, 1972, in Greek.

32Eon, April 1/13, 1849.
413The average tonnage of the 72 British ships which sailed from Galatzi

in 1848 was 200 tons. Among the 160 Greek ships which sailed from this port
50 were more than 200 tons. The problem therefore is not one of capacity. See
Affaires rtrangeres, Grece, 1849, serie 58, Galatzi, 3/15 septembre 1849.

34"Proces Verbaux de la Commission des Capitaines de Syra sur l'encourage-
ment de la marine marchande grecque," Hermoupolis, 1881, p. 16.
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Lion which further reduced the Greek domain. It came from a fleet
operated by Greek-Ottoman subjects and which developed when the
climate for Christians in the Ottoman Empire became safer through
the Tanzimat of 1839. The Sublime Porte succeeded in attracting some
of the Psariots who had been living in Syra as refugees since 1824 35

and exerted pressure on the shipmasters of some of the Aegean islands
it still controlled to raise the Ottoman flag on their ships. The Greek-
Ottomans had the right to fly the Greek-Ottoman flag which was not
the same as the Turkish flag, which only Moslems were permitted to
use, but otherwise there were no fiscal or administrative distinctions
between the two flags. Greek shipowners also used the flags of Samos
and of the Danubian principality of Wallachia which were tributary
to the Porte. The significance of this competition is confirmed by
statistics and by consular reports, particularly with regard to the coastal
trade.36 Between 1840 and 1843 the number of ships registered in
Greece dropped slightly, while the total tonnage marked an increase.
This is due both to the fact that the Psariot captains were transferring
their ships to the Greek-Ottoman flag and that a trend had begun
towards larger units. Let us return to the port of Alexandria which
we have already used as an indicator. In 1836, which was a peak year
for Greek shipping, the ratio between Greek-flag ships and ships flying
the Greek-Ottoman flag was 100 to 1. In 1842, the Greek-Ottomans
prevailed with a ratio of 1 00:1 50 and maintained the lead until at
least 1857, when the ratio was 100:200. 37 Another statistical item, from
Piraeus this time, indicates that the number of Samiot-flag and Ottoman-
Greek ships which entered the port between January 1 and October
15, 1850, was 31. Of these, two were commanded by Hydriot cap-
tains.38 Nevertheless it would be wrong to believe that the relation
between the two fleets was only a competitive one. The Greek-Ottoman
ships were generally smaller than the Greek ships and confined them-
Selves to coastal navigation. They also used antiquated business methods,
like going shares with the crew, which were on their way out on
Greek ships. These differences made the two fleets largely complementary
in function.

The manner in which shipping circles reacted to the circum-
stantial difficulties and adapted themselves to gradual changes was
largely conditioned by the internal structure of Greek shipping. Nat-
urally, until a study has been made of the archives at Syra and at
other Greek ports, the structure of the Greek merchant marine in
the 19th century cannot be defined with certainty. However, there are
sufficient elements which favor the theory that it consisted of a fleet of
small owners who were also the masters of their ships. There is, for

35Affaires etrangeres, France, CCC, Syra, vol. 2, Syra, 18 octobre, 1842.
35Affaires etrangeres, Grece, 1849, serie 58, Pera, 12/24 avril 1849, Salonique,

18 juin 1849, Chania, 2/14 mars 1849.
38Affaires etrangeres, Grece, 1850, serie 58, Capitaine-lieutenant du port

Pit& au Ministre de la Marine, le Piree, 19/31 octobre 1850.
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instance, the custom in documents of the time to refer always to a
master as the owner of his ship. Mention is rarely made of any
owner other than the master and even rarer is any reference to anyone
as the owner of several vessels. At the height of the crisis in 1850,
when some 70% of the ships of more than 100 tons were risking
sequestration, there was considerable anxiety as to the future of Greek
shipping in the event that these vessels were auctioned off to people
who had no connection with the sea, because in Greece "... a ship
rarely prospers if it is not owned by an experienced captain." 89 Also,
when the Syra Chamber of Commerce proposed a commission to draft
legislation on the loan booklets it was one of "jurists, merchants and
captains" with no separate mention of shipowners. This would have
been unthinkable before 1821 when similar documents always referred
to shipowners as a separate group. It would seem, therefore, that after
1821 there was not only a shift in shipping activity from Hydra and
Spetses to Syra but also a radical change in structure.

Before the war of 1821, the typical setup consisted of the ship-
owner, or more often a group of part-owners called "partsineveli" in
Greek, who outfitted the ship with their own funds or with the funds
of another group of merchants known as "cambistes." Great fam-
ilies such as the Coundouriotes of Hydra owned part shares in and
controlled several ships. There was also a greater concentration of
ownership among fewer people than there was after independence. The
funds advanced by the merchants in the form of shipping loans did
not only serve to outfit the ships but also to provide the means of
trading for the group of shipowners. The lenders received a fixed
rate of interest on the capital advanced and not a pro rata share of
the trading profits. The wage-earning status of the crew was camouflaged
under a form of profit-sharing, while the masters formed a link between
crew and owners. Often they might own a part-share in the ship they
commanded, in which case they were included in the group of owners.
Otherwise, they were customarily treated as the leading member of
the crew." The role of these masters became crucial when the system
went through the periods of crisis that marked the beginning of the
19th century.

After independence, the structure evolved into a bipolar one between
shipmasters and merchants. The master was now either the shipowner
or principal part-owner of the vessel. The funds advanced by the
merchant now served only for outfitting the ship and only rarely were
They used to generate trade for the master, as was still the case in
coastal trading by ships of less than 100 tons. In coastal shipping,
also, the system of going shares with the crew was still in force,
whereas on the larger ships the crew were simply wage earners. These

39Affaires etraneres, France, CCC, Syra, vol. 3, Syra, 18 juillet 1850.

401. Maniatopoulos, "Le droit maritime d'Hydra 1757-1821," Athens, 1939,
in Greek.
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changes can be easily understood if one considers that after 1815 and
during the War of Independence, merchants established abroad were
able to create trading networks and undertake a commercial transaction
from beginning to end without having to rely on the seafarers who
were busy with the war. After independence, some of the owners on
Hydra and Spetses reverted to the old system but with limited success.
In trading, they had to cope with the competition of solidly-established
networks, while at sea they had to compete with foreign fleets and
with the independent Greek master-owners—a status that was easier
to achieve in an independent state than it had been under Ottoman rule.

Insofar as it implied a separation between trading and shipping
activity, the new development appeared as a structural evolution. The
reverse side of the coin was that the economic bases of specialized
shipping enterprises were very fragile. The acquisition of a ship was
easier than it had been before 1821, but at a high price in shipping
loans, with interest rates of 24 to 36% per annum which were very
difficult to repay from the earnings of the freight rates that prevailed
at the time. Also, Greek ships were offered at discounted rates in order
to enable them to regain the position they had held in the market be-
fore independence. They were 10 to 15% cheaper in general than
the competition and this, of course, made them less profitable." The
heavy financial burden was offset to a certain degree by lower ship-
building costs, lower crew wages and the indefatigable efforts of the
shipmaster-owners, but the fact remained that Greek shipping found
it hard to balance its books. An estimate made at the time fixed the
break-even point for Greek ships at a minimum freight rate of 5
francs per ton—a figure that was attained only briefly during rare
shipping booms." Despite its shortcomings, this calculation gives us
a measure of the difficulties involved.

In such conditions the continuous growth of the Greek fleet takes
on another meaning. It is no longer a sign of prosperity but reflects
the weakness of the economic structure and the dead end faced by the
community of Greek islands, just as the extended cultivation of the
Corinthian currant at the same time did not always signify greater
prosperity for Peloponnesian growers. If the shipping men continued
to invest in sailing ships and tie up their fortunes with the sea," even
when the triumph of steam had become a fact, it was not through
lack of discernment but simply because economic conditions made it
impossible for them to earn a living in any other way. The substitution
of steam for sail was not, for the Greeks, a simple problem of moder-
nization, but a question of transforming the corporate structure. The
shipmasters of 1881 stated quite clearly that their capital funds were
insufficient to acquire a steamship with the ownership shared among a

41Archives Nationales, France, F 122670 L'icho de la Marine, janvier 1850.
42Affaires etraneres, France, CCC, Syra, vol. 3, Syra, 18 juillet 1850.
48/bid., vol. 10, Syra, clecembre 1878.
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small company of part-owners. A larger company, in the form of a
corporation, was meaningless unless one held a large parcel of stock
in it. Small stockholders were marginalized and liable to lose their
financial independence." Therefore, what the shipmasters wanted to
avoid at all costs was their proletarianization, and they clung to their
sailing ships even more tightly during the lean period of the last
quarter of the 19th century when, in good times, they could hope for
a profit of 15 to 20% on their tiny capital."

The financial difficulties of shipping explain why the merchants
shied away from a direct involvement with ships. There were some
prominent merchants of the diaspora who owned ships, but only as
a subsidiary activity to trading, which remained their principal occupa-
tion." In general, the capacity of the ships they owned did not cor-
respond to the considerably larger volume of their trading. Smaller
merchants preferred to involve themselves only by advancing shipping
loans at an usurious rate of 2-3% per month. Finally, all the merchants
took advantage of the low freight rates charged by Greek ships and
this was why they used them.

And although Greek shipping was thus a source of profit for
Greek merchants, it was neither the sole nor the most important
source. Its difficulties, therefore, did not alarm the trading establishment
to any great degree.

Faced with this hostile financial environment, the shipmasters
adopted a defensive attitude. They resisted by ignoring laws introduced
by unthinking governments which servilely copied foreign models (cf.
the Commercial Code which was a literal translation of the French
code). They erected a solid wall of silence before the courts and
officials who tried to apply these laws. They resisted by abandoning
the Greek state and establishing themselves under the legislatively less
rigid merchant flag of the Ottoman Empire. Possibly, the Hydra revolt
of 1838 formed part of this resistance by the shipping world. It is a
fact that barratry was committed and it is also true that some ship-
masters paid off their debts by sinking their ships. But the actual
misdeeds are less important than the rumors that grew out of them.
Indeed, the French Minister of Commerce did not base his warning to
French insurers on any specific act of barratry but on the fears ex-
pressed by the French consul at Syra that Greek shipmasters would
be forced to choose "between certain ruin and crime." But it is
equally true that certain privateers, pale shadows of the erstwhile
pirates of the White Sea (as the Aegean was known at the time)
appeared on the scene to commit small depredations in the Cyclades
every time the outlook for the future looked bleakest.47 They resisted

44"Proces Verbaux de la Commission des Capitaines de Syra," p. 14.
45E. Empiricos, "Sur l'encouragement de la marine grecque," Athens, 1890,

p. 14, in Greek.
"C. Hadziiossif, op. cit., pp. 213-215.
47Eon, July 27, 1849, May 5, 1851; Affaires &rangeres, France, CCC, Syra,
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also by reverting to old methods such as trading for their own account
when the merchants no longer entrusted them with their cargoes."

They preferred to resist rather than to recriminate. They rarely
appeared before the authorities—the government or parliament—to plead
their cause, nor did they make any attempt to delay the application
of certain measures they deemed unfavorable and the enaction of which
they had been unable to prevent. During the crisis of 1849-52, the
only proposal they made was for the creation of a mutual insurance
company and this proposal was submitted to parliament as a draft law
by the representative from Hydra, J. Damianos. It was inspired by
the memory of the associational organizations that had existed before
1821. The mutual insurance company they had in mind would not
depend on its declared capital, which would be only symbolic, but on
the mutual solidarity of its associates who would be both insured
and insurers at the same time. Also, Damianos openly declared him-
self in favor of returning to the prerevolutionary system where social
opprobrium would be a far stronger deterrent than any legal penalty."
He was right in that respect. The legal system applied in the years
following 1833 was ineffective, at least as far as shipping was con-
cerned, because the seafaring men considered it to be an alien import
and because conviction by the courts did not carry any social stigma
with it. But the proposed remedy was utopian because a return to
the past was no longer possible. Damianos's draft law was not even
discussed in the Chamber.

The merchants of Syra were more perceptive in proposing an
insurance company in the form of a corporation with state participa-
tion. It was the model that had been used in the case of the National
Bank in 1841 and which would be adopted a few years later with
the Steamship Navigation Company which was formed by capitalists
in association with the state. But the government procrastinated on
this issue as it had done on so many others, such as the institution of
a loans register for ships. This had been a long-standing demand by
businessmen and a relevant petition had been submitted to parliament
in Athens by Greek insurance companies in Constantinople as far
back as 1846.50 But no action had been taken on it. When, in the
same year, the insurance companies of Syra took restrictive measures
to protect themselves against certain abuses by shipmasters, the govern-

vol. 3, Syra, 3 juin 1851, vol. 4, Syra, 28 avril 1854, 8 juillet 1854, 28 novembre
1854, 2 fevrier 1854, 2 fevrier 1854, 30 septembre 1855.

48Affaires etrangêres, France ,CCC, Syra, 1 decembre 1854, 10 septembre
1856. The information provided by the "Masters Commission of 1881," p. 11,
indicates that trading by the shipmasters on their own account was a form of
activity best scaled to cope with this crisis.

49The outline of the motives which prompted Damianos are in K.
Papathanassopoulos, op. cit., pp. 311-318 and the text of the draft bill in the
Greek Parliamentary Record, 3rd period, 1st session of December 28, 1850.

50Greek Parliamentary Record, 1st period, 2nd session of July 22, 1846.
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ment, without bothering to find out why these measures had been
deemed necessary, exerted pressure on the insurers to lift them.51 Other
demands made by the Syra merchants, such as those for the establish-
ment of a free port and the relaxation of quarantine restrictions between
Greece and Turkey, were also ignored. To the contrary, the govern-
ment had no qualms about taking measures that were definitely harm-
ful to the merchants, such as the law of 1842 on the organization of
Customs and Excise which produced a flood of protests.

The bourgeois Greek state appeared at the time to oppose itself
almost systematically to the financial objectives of its most advanced
economic sector. This obstructionism became even more pronounced
after the introduction of parliamentarianism in 1843. At the National
Assembly of that year, the fiercest opponents of the "heterochthones"
(immigrant Greeks) almost succeeded in classing the Chiot merchants
of Syra as aliens in the city they themselves had founded. This
situation is explained by the fact that the census system established
after 1843, with universal suffrage in the offing, favored the more
populous agricultural regions in parliamentary representation than the
islands and commercial centers. The pastoral constituency of Karytaina,
for instance, returned 4 deputies to Syra's 3. The deputies from
the maritime centers not only constituted a bare 10%of the legislature
but were rarely able to coordinate their actions. Even in Syra the
electoral system caused the Chiot merchant to lose political control
to the petty bourgeoisie. 52 It should also be remembered that the
Mavrocordatos, or "English" party, which enjoyed the sympathy of
business circles, was in power only at brief intervals during the first
monarchy. Moreover, "big business" had not yet learned to manipulate
the constitutional system it had brought into being with its very own
votes. Imbued as they were by the fear of authority they had inherited
from Ottoman times, the Syra merchants found it hard to integrate
themselves into a political system where violence and electoral fraud
were constituent elements. "Excellent merchants, they were complete
strangers to public life. The slightest show of armed force was enough
to make them retreat behind their counters." 53

These elements are sparse. Nevertheless they are enough to cast
doubt on the theory that "shipping capital" dominated the state and
its economic policy. The idyllic image of a fruitful collaboration between
the state and private enterprise in the shipping sector is also far
removed from reality. The series of legislative and regulatory measures
in this field during the first fifty years of Greece's independence often
correspond to formalist standards and not to real needs. The judicial

51Affaires etrangeres, Grece, 1846, serie 58, Trieste, 12/24 add 1846, et la
correspondance administrative ci-jointe.

52Affaires etrangeres, France, CCC, Syra, vol. 3, 31 octobre 1844, 19
novembre 1844.

53Affaires etrangeres, Grece, CCC, Syra, vol. 3, Syra, 16 octobre 1850.
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state at the time was not in tune with the real state. In shipping,
harmony would be attained later and in conditions other than those we
have been looking at.

TABLE I
The share of Britain and its possessions in the export trade of

Egyptian grain:

Year	 Percentage Share
1838	 4.66
1839	 10.80
1840	 16.33
1841	 47.22

1843	 42.45
1844	 68.61
1845	 69.44
1846	 54.98

1850	 37.79
....... Be••.••mo .......

1853	 67.49

Sources: Affaires Etrangeres/CCC/Alexandrie Volume 32/Le Caire 16
Jan. 1848, Volume 33 Le Caire 1 Dec. 1850, Volume 34 Alexandrie
1 June 1854.
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TABLE II
Number of ships sailing from Alexandria for British ports:

Year	 Number
1820-32	 25	 (average)
1833	 4
1834	 7
1835	 25
1836	 20
1837	 33
1838	 22
1839	 21
1840	 28
1841	 111
1842	 110
1843	 95
1844	 130
1845	 152

Source: FO 78/663 Alexandria 29.5.1846.

TABLE HI
Greek-flag and foreign-flag Greek-owned merchant ships calling at the
port of Alexandria expressed as a percentage (%) of total traffic:

Year	 1836	 1842	 1845	 1857
Greek-flag ships	 25	 18	 9	 8
Foreign-flag ships	 3	 27	 26	 15
Total Greek-owned	 28	 45	 35	 23

Sources: John Bowring "Report on Egypt and Candia" Parliament
Papers, London 1840, p. 75; A. v. Kremer "Aegypten," Leipzig 1863,
vol. 2 pp. 151-2; FO 78/663 Alexandria 30.6.1846; Affaires Etrangêres
CCC/ Alexandrie tome 30.



The Army as an Instrument for
Territorial Expansion and for
Repression by the State:
The Capodistrian Case

by STEPHANOS P. PAPAGEORGIOU

The overall social context of Capodistrian Greece was not fundamen-
tally different from that of pre-revolutionary and revolutionary Greece. The
liberation struggle, far from accomplishing an overthrow of society,
only toppled the Ottoman apex from the power pyramid. The forms
of Greek society as well as the means of acquiring and retaining posi-
tions of privilege remained unchanged. Although the early years of the
liberation struggle saw peasants demanding land and military chief-
tains clashing with notables, traditional political practices and patron-
client relationships remained in effect during the pre-Capodistrian period
(1821-1827) and endured throughout Capodistrias's rule (1828-1831),
despite his attempts to infuse the state with Western characteristics.

Ioannis Capodistrias arrived in Greece bearing a blueprint for a
Western type of State. He was therefore met by the notables, the most
important traditional elite, with suspicion and hostility. It was natural
for those who owed their power to the social and economic conditions
of the Ottoman period to resist social and political change. Their sole
interest lay in uprooting the Ottoman rule and replacing it with their
own. Another faction of the ruling class, consisting mainly of
heterochthon* Greeks, Phanariots and Greeks from the Western diaspora,
wanted to oust the Ottomans and change political relations. They
aimed specifically at establishing an institutional framework with a
universal application, one which would abolish privileged treatment
based on localist or class factors. This group, called "Constitutionalists,"
lacking a social basis in the revolting provinces, needed such a frame-
work in order to counter the arbitrariness of the notables and improve
their own chances of winning the political power game.

The military operations of 1821-1827 enhanced the authority and
prestige of the pre-revolutionary klephts (outlaw brigands) and the
armatoloi (military chieftains employed by the Ottomans) who became
the kapetanaioi in charge of the revolution's military forces. They thereby

*7'ranslator's note: Greeks born outside independent Greece who settled in the
country during the revolution are called "heterochthones."

21
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acquired greater opportunity to exercise political power. The military,
though by no means a unified body, participated in all political develop-
ments of the period and, through supporting various coalitions, played
a major role in the civil strife and political clashes. But the military
never completely freed itself from the power of the politicians. Its in-
ability to function as a unit was due to its division into localist or
personal factions which were directly linked to political groups.

The arrival of Ibrahim Pasha's Egyptian forces in the Peloponnese
and his involvement in military operations there brought an end to
the "phase of stability" 1 of the liberation struggle and marked the
beginning of a difficult period for the revolution and its armed forces.
After three years of political and administrative consolidation and
military successes, the revolution entered a period of civil strife which
resulted in political, administrative, financial and military disorganiza-
tion. Besides creating such objectively diverse conditions, the civil wars
rendered the revolutionary forces unable, by Western European standards,
to confront the Egyptian. In the period between the landing of the
Egyptian forces and Capodistrias's arrival as governor, the most im-
portant military groups were the following:

TABLE I

Military Group

1. Officers of the First Army
Corpse

2. Yannakis Stratos's and Christos
Fotomaras's Corps

3. Thodorakis Grivas's Corps
4. Kostas Veris's Corps
5. Maniot-Peloponnesian Corps of

Elias Tsalaftinas
6. First Army Corps 3

7. Richard Church's Corps
8. Regular Corps of Charles

Fabvier4

Area Controlled
Corinth fortress

Akronafplion fortress

Palamidi fortress
Nafplion-Mills
Nafplion city

Corinthian canal fortifications
Dragametsos camp
Chios

1The term is borrowed from Alexandros Despotopoulos, Politiki lstoria tis
Neoteras Ellados, vol. 1, Athens, 1979, p. 48.

2This is the famous unit of Karaiskakis with the largest number of kapetanaioi
and soldiers from the time the war began. The corps went on retaining much of
its power after Karaiskakis's death.

3The First Corps had been divided into seven smaller ones. Four camped in
Acrocorinth and the other three at the canal's fortifications.

4Yannakis Stratos: a kapetanios from Valtos in Akarnania and scion of a
large armatolik family, the Strataioi. He fought mainly in western Rumeli. He was
a member of the Koundouriotis faction in the civil wars. A general during 1821-
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From the military viewpoint, the country's situation was desperate.
Of the territories controlled by the Greek revolutionary forces during
the previous years (Peloponnese, Rumeli and the Aegean islands),
there remained under Greek control the above mentioned fortresses and
fortifications as well as the area around the towns of Argos and Nafplion,
the coastline of Megara and Elefsina and certain powerful Aegean islands.

The Arrival of Capodistrias

On January 6, 1828 the English frigate Warspite, escorted by the
French warship Hera and the Russian warship Helen, sailed into the
Nafplion harbor with Ioannis Capodistrias, Greece's first governor. 5 He
received a tumultuous welcome: 6

The parliamentary deputies, the clergy, the government com-
mittee with all the ministers, as well as people of all classes,
men, women and children, hurried to Perivola, where the gov-
vernor was to disembark who, according to what was thought
at the time ... , was destined to save Greece . .. 7 The whole city

1827, he became a chiliarch under Capodistrias and a general under Otho. He was
assassinated in 1848.

Christos Fotomaras: a kapetanios, scion of the Suliote family of the Foto-
mara's, allies of the Botsaris's; general during the revolution and commander in
the light battalions under Capodistrias.

Thodorakis Grivas: a scion of an old armatolik family of western Rumeli
whose members occupied senior military positions during the revolution. A general
during that period, he became a powerful political and military personality during
the periods of Capodistrias and Otho; a supporter of Kolletis's party.

Kostas Veris: a kapetanios from Xiromero who fought under Tsongas and
Karaiskakis; a colonel and then lieutenant-general under Otho. He was active in
several battles in Rumeli.

Elias Tsalafatinos: a kapetanios of western Mani noted for his courage and
modesty. After fighting in a number of battles in the Peloponese and Rumeli, he
died destitute.

Sir Richard Church: An English colonel who had fought in the Napoleonic
Wars. He was a central figure in Greece's military affairs in the late stages of the
revolution. He was appointed Commander-in-Chief of the revolutionary forces at
the national convention at Trizina in 1827. He commanded the important Draga-
metsos camp under Capodistrias and served as counselor of state in 1835, senator
in 1844 and chief of staff under King George I.

Charles Fabvier: A French philhellene colonel who was a napoleonist republican
officer during 1821-27 and later commander of the regular corps.

5The title bestowed on him at the national convention in Trizina was 'Provi-
sional Governor of Greece.'

°For the full description see Geniki Efimerida, 14 Jan. 1828.
7Nikolaos Kasomoulis, Stratiotika Enthimimata, vol. 3, Athens n.p., n.d., p. 10.
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offered up thanks to the Lord for having dispatched the savior
of the nation at the right time. 8

These descriptions by Kasomoulis and Spiliadis, with the elegance
and exaggeration common to the writings of the period, surely, in
ascribing supernatural virtues to the governor, overestimate his chances
of success. They do, nevertheless, accurately convey the wishes and
desires of the people, who had every reason to welcome Capodistrias
as a savior.

The weakness of central state power and the absence of any ad-
ministrative apparatus in the provinces were a measure of the country's
condition. Fear of Egyptian forces had kept the peasants from their
occupations. With no public employees to collect taxes and with the
arbitrariness of the local leaders, public finances were in shambles. 9

Completing the picture were instances of piracy at sea 10 and brigandage
in the provinces by irregular troops who went without provisions or
pay. The absence of government and administration had brought about
military paralysis and anarchy. 11

The Attempts to Form an Army

From the day of his arrival in Greece, Capodistrias had to confront
the serious problems of the military. On the eve of his arrival, the
city of Nafplion became the scene of a dash between rival commanders
of Greece's two most important garrisons: Thodorakis Grivas of Palamidi
and Yannakis Stratos of Akronafplion. Grivas was threatening to come
down from Palamidi and sieze hostages in order to force the delayed
payment of his men. With his authority and diplomatic ski11, 12 the
governor offered tempting incentives° and persuaded the two Rumeliot
chieftains to place themselves at his disposal and discipline their men.
The fact that this issue was the first Capodistrias settled indicates how
serious the military problem was at the time.

The governor urgently needed a disciplined and effective army for
two reasons. First, he faced the task of liberating the largest area of the
claimed territories from the Egyptian and Ottoman troops still occupying
them. Second, the survival of his government and programs required
strong enforcement. 14

8Nikolaos Spiliadis, Apomnimonevmata, vol. 4, ch. 4, Athens 1970, p. 72.
8Epistolai I.A. Capodistria, Athens 1841, vol. 1, p. 39 ff. (Reports of Provi-

sional Secretaries).
18/bid., pp. 303-325.
11Spiliadis op. cit., pp. 71-72.
12A. Despotopoulos op. cit., p. 72.
13N. Kasomoulis op. cit., p. 40.
14Thanos Veremis, Skepseis gyro apo ton taktiko strato kai to soma ton
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Conditions at the time obliged the governor to choose from two
possible solutions: he could either disband the irregular units from
the pre-Capodistrian period (1821 -1827) and form a regular army
anew based on Western European standards, or he could integrate the
old units into semi-regular formations and gradually transform them into
regular ones. Although the preservation of the old system was funda-
mentally at odds with the nature and structure of the state which
Capodistrias wished to establish, he finally opted for the second solu-
tion, but without altogether abandoning the first.

In making such a decision, he probably wished to avoid the
political upheavals and consequences which were bound to follow a
sudden, radical dissolution of virtually the only armed units in the
country. His attempts to thus transform the irregular troops met, of
course, with the objective difficulties inherent in any effort to organize
armed forces. But he faced additional difficulties in the personnel at
his disposal. Prevailing circumstances limited the range of choices open
to him and his colleagues. Primarily available were Rumeliot irregulars,
refugee warriors from Suli and, to a lesser degree, Peloponnesians,
islanders, and such heterochthones as Thessalo-Macedonians, Epirots,
Albanians, Anatolians, Bulgarians, Montenegrians and Bosnians. It
must be noted that, at the time, Greece lacked the two prerequisites for
a guarantee against military intervention in the work of politicians:
professionalism in the military and the recognition of the legitimacy of
the government.

The Armatoloi

The armatoloi, especially those from Rumeli, were the most im-
portant military pillar in the revolution. They had been paid officials
of the Ottoman state in the pre-revolution period15 and had under-
taken to preserve order and security in the provinces and in commer-
cially strategic mountain passes (e.g., Derbend). 16 They thus acquired
considerable fame and power, especially during the decades immediately
preceding the revolution. 17 Although the armatoloi served as instruments

Ellinon axiomatikon (1828-183.5), in Politiki sti Sinchroni Mesogio, Athens 1981,
P. 7.

16The armatoloi were appointed by decree (firman) of the Porte which was
signed also by the pasha of Rumeli (Rumeli Valesi) or the military commander
of Trikala (Sancak Beyi).

16The most trustworthy armatoloi were assigned to the derbends and were
called derbend-agasi (dervenagades). In general, because of the financial importance
of the derbends, they were usually entrusted to Albanians and very rarely to Greek
armatoloi.

17The more important armatoloi of revoluntionary Rumeli were the following
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in the consolidation of Ottoman order and repressed anti-Ottoman ac-
tivity, they evolved into independent centers of power during the second
half of the eighteenth century. Most of them, therefore, were at-
tracted to the revolutionary struggle for national independence.

The armatoloi participated in the revolution on their own terms,
however, and their activities were never fully under the control of
the "provisional administrations" of 1821-1827. Only the coincidence
of their personal or localist interests with those of the administration
brought their activities in line with government orders. They served
any regime of the period which offered satisfactory military ranks and
material gains. But when they thought it to be in their best interests,
they did not hesitate to abandon their military obligations and return
to their pre-revolutionary kapakials with the Ottomans. They would
even accept pay to fight on the Ottoman side against the very revolution
they had earlier supported. They readily resorted to such options when
they believed that their interests and the armatolik rights19 they had
acquired were in jeopardy, when their wages were being delayed or
when their very existence was threatened by hostile Ottoman armies.
These kapetanaioi had a rudimentary concept of national community
and a highly developed localist consciousness which was limited to the
area they controlled. They were in absolute control of their armatoliks

(source: Stephanos P. Papageorgiou, To Archeio G. Ragou, Athens 1982, PP.
24-5.( ?):

Family	 Armatolik
1. Stornari	 Aspropotamos
2. Ragos, G. Karaiskakis 	 Agrafa
3. Iskos	 Valtos
4. Liakata	 Klinovos
5. Tsongas, Grivas	 Vonitsa
6. Peslis	 Savolako
7. Lambrou	 Politochoria
8. Makris	 Zigos
9. Vlachopoulos, Staikos	 Vlochos

10. Kontoyannis, Yoldasis	 Patratziki
11. Siafakas, Kontoyannis	 Kravara
12. Yoldasis, Vlachopoulos 	 Karpenisi
13. Varnakiotis	 Xiromero
14. Siadimas, Makrakos	 Akrokora
15. Bakolas, Poulis	 Radovizi
16. Skaltsas	 Lidoriki

XSKapakia were the bipartite agreements made between the armatoloi and the
Ottomans based on a document of submission (Ray bouyourdi). The agreement
was usually for a limited period and functioned as a means of immediate salvation
from the threat of extermination for the armatoloi and a means of even provisional
respite from a dangerous opponent for the Ottomans.

19The institution of the arrnatoliks had been accepted even by the Greek
revolutionary government which began officially sanctioning them instead of the
Ottoman authorities.
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and were suspicious of the newly-arrived "Frankishly-dressed Corfiot":
this man was trying to restructure them, alter their behavior and abolish
the institutions which had, in an arbitrary manner, supplied them with
wealth, power and social mobility.

The Organization of the Semi-Regulars

The organization of the semi-regular units during the Capodistrian
period passed through two stages: chiliarchies (units of one thousand
soldiers commanded by a chiliarch) were the first established, followed
by the establishment of the light battalions.

In February 1828, the governor appointed Dimitrios Ypsilantis as
army chief and asked him to produce an "organizational plan" for the
army. The army chief at once submitted a plan which called for the
organization of the irregular forces into chiliarchies under the command
of chiliarchs. Blocking the implementation of Ypsilantis's measures,"
however, were the elderly military chieftains, who generally accepted
innovations with greater difficulty than the others. In a clever move,
Capodistrias circumvented them by appointing them as "military ad-
visors," an honorific title bearing no real power. Ypsilantis institution-
alized their withdrawal with an order banning elderly officers from
active involvement.

A second obstacle in the plan's implementation lay in the reluctance
of the army personnel to accept the hierarchic superiority of the
chiliarch rank. This rank was known to the Greek fighters from the
first year of the liberation struggle: the first national convention had
voted for a military organization and established a hierarchy in which
the chiliarch occupied a third position, after the ranks of general and
lieutenant-genera1.21 The problem became more acute as a large number
of military chieftains obtained "diplomas" which declared them generals,
lieutenant-generals and chiliarchs. It is characteristic that, during only
the first six months of the third parliamentary period (October 1824-
March 1825), the executive and legislature issued 51 diplomas con-
ferring "general" status, 88 granting "lieutenant-general" rank, and
393 declaring "chiliarch" status23. From 1821-1827, roughly the same
number of diplomas was issued each year. Hundreds of military chief-
tains with insignificant combat participation and limited military abilities
obtained chiliarch diplomas merely by supporting various "provisional
administrations."

20Geniki Efirnerida, 25 Jan. 1818.
21The military hierarchy was as follows: General, Lieutenant-General, Chi'larch,

Sub-Chiliarch, Brigadier, Ekatontarch, Penintarch, Standard Bearer, Eikosipentarcb,
Dekarch, Soldier. See A. Vacalopoulos, Ta Stratevmata tou 1821, Thessaloniki 1971,
P. 79.

22Archeia Ellinikis Paligenesias (ABP), vol. 4, Vouleftiki Periodos III.
23N. Kasomoulis, op. cit., p. 235.
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One factor inducing the irregular officers to accept chiliarch
authority was Capodistrias's appointment of Kitsos Tzavellas as com-
mander of the first chiliarchy. Tzavellas was generally acknowledged
as the Suliot general of the war and was already in command of the
first army corps in eastern Rumeli. His acceptance of the post of
chiliarch was crucial to the success of the new institution. Many military
chieftains thereby realized that, useless honorific titles aside, it was
the chiliarch rank that represented real power within the army.

With the chiliarchies, Capodistrias reduced the number of those in
arms from about 25,000 to 8,000. He thereby eliminated the majority
of the Peloponnesians, considerably reduced the Rumeliots and, at
the same time, appointed more Suliots to middle and senior positions.
For he considered the Suliots as less dangerous than the other groups.
By organizing a system of central payment of salaries, furthermore, and
by abolishing the Chartzia24 system of payment, Capodistrias deprived
the officers of their main source of power and, to a considerable extent,
protected the soldiers from the deleterious influence of political and
military factionalism. Table II presents the organizational structure
of the chiliarchies and the pay scale.

TABLE H
CHILIARCHIES: Organizational Structure and Pay Scale

A. Staff Members
1. Chillarch—Commander
2. Pentacosiarch I
3. Pentacosiarch II
4. Secretary (with the rank of Ekatontarch)
5. Assistant Secretary I
6. Assistant Secretary II
7. Caterer (with the rank of Penintarch)
8. Medic
9. Treasurer (with the rank of Penintarch)

10. Adjutant (with the rank of Eikosipentarch)
11. Standard-bearer I
12. Standard-bearer II
13. Bugler
14. Drummer

24Payment during 1821-1827 was not made centrally but by chartzia, as
follows: Each kapetanios sent a list of his men, usually with the numbers inflated.
He then received as many chartzia ('pay-packets°) as the number of men listed
and proceeded to administrate the money at his own will.
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B. Ekatontarchies (100-man units)
No. of each	 No. of men

under command

1. Ekatontarchs	 10	 100
2. Penintarchs	 20	 50
3. Eikosipentarchs	 40	 25
4. Dodecarchs	 80	 12
5. Pentarchs	 160	 5
6. Soldiers	 (approximately) 800

C. Pay and Victualling Allowance (in piastres)

Monthly Total Victualling Allowance

Rank Numbers	 Pay Outlays	 Daily	 Monthly

Chillarch 1	 260 260 8 240

Pentakosiarcb 2	 150 300 5 300
Medical Officer 1	 150 150 3 90
Adjutant 1	 50 50 2 60
Army Chaplain 1	 50 50 2 60
Drummer 1	 50 50 2 60

Bugler 1	 50 50 2 60
Supply Officer 1	 75 75 3 90
Secretary 1	 100 100 3 90
Assistant Secretary 2	 75 150 1.5 90
Treasurer 1	 75 75 3 90
Standard Bearer 2	 40 80 1 60
Ekatontarcb 10	 100 1000 2 600
Penintarch 20	 75 1500 1.5 900
Eikosipentarch 40	 50 2000 1 1200
Dodecarch 80	 35 2800 0.75 1800
Pentarch 160	 30 4800 0.50 2400
Soldier 800	 25 20000 0.33 7950

Unit Totals 33490 16140
Sum Total 49630

The conversion of the chiliarchies into "light battalions" was no
simple organizational change arising from the sudden awareness that
the semi-regular units were in need of reorganization. On the contrary,
it was a protracted and thorny process influenced by conflicts of interest
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and by the new political and military situation created by Greece's
reacquisition of Rumeli.

The leader in establishing new formations was the governor's
brother, Avgoustinos Capodistrias. We may attribute Avgoustinos's in-
volvement to the tense atmosphere of suspicion toward Capodistrias
himself: the governor was forced to resort to nepotism to carry out his
program. The presence of Avgoustinos is clearly linked to the formation
of the battalions and his position as the governmental representative in
Rumeli. His role there was dearly unsuccessful. Under the circumstances,
it was perhaps both advantageous and necessary to form light battalions.
Avgoustinos, however, undertook to displace Dimitrios Ypsilantis, and
finally succeeded in doing so. These manipulations, which may have had
a negative effect on the battle to regain Rumeli, kindled the flames of
controversy and openly exposed the conflicts which Capodistrias himself
had only with difficulty managed to control.

Avgoustinos's first attempt to intervene in military affairs was in
October 1828. By way of flattery and promises,

he went about approaching the old military leaders of the
Peloponnese and Rumeli ... because he was preparing to enter
the military. Notis Botsaris, Christodoulos Chatzipetros,
Vaghias and Tziamis Karatasios, after persuading Notis to join
by offering him the rank of commander of Rumeli, all agreed
to support Avgoustinos and overthrow Ypsilantis. 25

It was necessary, however, to proceed in a manner which would
both preclude criticism and reaction by rival officers and effectively
secure the approval of the largest part of the army.

A chance appeared shortly: the opportunism of Yannakis Ragos
(an old armatolos from the Agrafa mountains who was displeased
with commander-in-chief Church), along with Tzavellas's wish to
"get Ypsilantis off his back," opened the door for Avgoustinos's
entrance into Rumeli's military and political affairs. Ragos and Tzavellas
arranged things between themselves, possibly with Avgoustinos's knowl-
edge and secured the support of politicians and officers in Rumeli. They
then submitted a report asking the government to appoint Avgoustinos
governor of the area. With this report in hand, Ioannis Capodistrias was
able to propose and officially ratify the appointment of his brother as
"minister plenipotentiary and military commander of the provinces
of Rumeli,"

The period of the light battalions marks the second and most
advanced stage of the organization of the regular forces. This period
followed the battle of Petra, the final battle of the liberation struggle,
and lasted until the day of Ioannis Capodistrias's assassination. When
Capodistrias realized that the expulsion of the Ottoman armies from

25N. Kasomoulis, op. cis., p. 119.
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Rumeli was virtually complete and that only diplomatic negotiations
remained, he advanced the second phase of his plan to implement the
light battalions. Their implementation was a positive development both
politically and financially: with the light battalions came a more functional
set of regulations (resembling those of a regular army), a lower total
number of men (about 6,000) in relation to the chiliarchies, a control
system utilizing inspection committees, a better organized supply system
and more effective military courts. Table III presents the organizational
structure and pay scale of the light battalions.

TABLE III
LIGHT BATTALIONS

Organizational Structure and Pay Scale

A. Staff Members
Rank
	

Number

Major (commander)	 1
Lieutenant Major	 1
Adjutant (lieutenant)	 1
Quartermaster (lieutenant) 	 1
Standard Bearer (sublieutenant)	 1
Bugler	 2
Army Chaplain	 1

B. Company
Rank	 Number
Captain	 4
Lieutenant	 4
Sublieutenant	 4
Sergeants (caterers)	 4
Sergeants	 16
Corporals	 32
Soldiers	 320
Young cadets	 12
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C. Pay and Victualling Allowance (in piastres)

Victualling
Total	 Allowance	 Expenditure

Rank	 Number Pay Pay for each Total	 Total

Major 1 360 360 100 100 460
Lieutenant Major 1 210 210 90 90 300
Captain 4 180 720 60 240 960
Lieutenant Captain 4 100 400 45 180 580
Sublieutenant 4 90 360 45 180 540
Adjutant 1 100 100 45 45 145
Quartermaster 1 180 180 60 60 240
Army Chaplain 1 120 120 45 45 165
Bugler 2 60 120 30 60 180
Standard Bearer 1 90 90 45 45 135
Sergeant Caterer 4 70 280 30 120 400
Sergeant 16 70 1120 30 480 1600
Corporal 32 40 1280 30 960 2240
Soldiers 320 25 8000 15 4800 12800

Young Cadet 12 — — 15 180 180

The chiliarchies gave Capodistrias his first opportunity to dispense
with the intractable generals of the 1821-1827 period. A number of them,
forfeiting much of their influence and declining the rank of chiliarch,
left the army. With the light battalions, the governor created the op-
portunity to dispense with most of the chiliarchs, who in turn refused
the rank of major as demeaning. A new generation of officers, com-
prised of individuals who had remained in the background in the pre-
Capodistrian period, advanced to command the battalions. Irrespective
of their reduced prestige, these commands represented the highest
military positions. The battalions remained faithful to the governor:
the sole instance of mutiny, that of the fourteenth light battalion of
Dimitris Tsamis Karatasos, was the exception proving the rule of
obedience by the other commanders. The majors, many of whom had
been approached by the mutineers on Hydra, ultimately refused to par-
ticipate in the anti-Capodistrian coup: either they felt a sense of duty
toward the regime or they were reluctant to risk their privileges and
positions. Karatasos's rebellion was, in a sense, an inverse reflection of
the battalions and their relationships with one another and the government.

The attitude of the remaining majors toward the rebellion supports
the conclusion that what determined the relationship of irregular officers
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with the state was not so much their vague, short-lived and protean
ideological and political positions as the compilation of attitudes they
had acquired within the context of armatolikism. The Capodistrian
"loyalty" of the great majority of officers during Karatasos's revolt had
little to do with military professionalism. It was based more on the
authority, prestige and security stemming from Ioannis Capodistrias's
personality and also on the high pay they received. The image of the
impoverished freedom fighter which Makriyannis's Memoirs project
certainly does not apply to the officers of the semi-regular formations.
Their salaries, compared with those of the majority of public servants,
were extremely generous. Very few public functionaries enjoyed higher
pay than chiliarchs or majors: directors of services, inspectors and care-
takers of national estates and warehouses, and senior ministry officials
received less pay than ekatontarchs or captains. Based as it was on the
power, authority, and skills of Capodistrias himself, the entire edifice
of hollow discipline in the semi-regular army accordingly collapsed after
his assassination. The opposition subsequently encountered little difficulty
in enticing the officers away from the influence of the governor's brother
who replaced him. Without Ioannis, Avgoustinos was shown to be
powerless. The army's loyalties were clearly toward the governor rather
than his government.

The Regular Corps

The personal rivalries and conflicting interests among the semi-
regular officers, arising from their armatolik mentality, were skillfully
kindled by Capodistrias's opposition. The semi-regulars thereby became
unreliable allies of his government. Capodistrias attempted to fulfill the
need for secure and dependable military support by establishing a
regular corps. He initiated the formation of a regular corps of some
3,500 men and assigned them clearly delineated roles.

These regular units were, in effect, praetorian bodies in service
to the regime. Stationed in strategically important areas throughout
Greece and staffed by men with little or no exposure to the armatolik
mentality, they were solely responsible for defending the capital and
the countryside fortresses. They were paid regularly (which was un-
usual at the time) and received generous remunerations and even large
bonuses. We have no evidence of any complaints by the regular units
concerning Late payments.

In contrast to the semi-regular formations, whose military con-
tribution was practically exhausted by battles over contested national
territories, the role of the regular forces was almost exclusively limited
to suppressing local uprisings in Mani and the central and western
Peloponnese and quelling the Poros mutiny. Appropriately, therefore,
Capodistrias was in direct organizational contact with this corps and
did not rely on the mediation of even the secretary for army affairs.
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It is also significant that the regular corps was the only unit to retain
its cohesion and discipline for a considerable period after Capodistrias's
assassination. The light battalions degenerated into undisciplined bands,
and their officers who had pledged their allegiance to the regime be-
came its enemy after the assassination, but the regular corps remained
loyal to the government. They disbanded only when the government
imposed a complete cessation of payment to them.

To conclude, the significant new fact emerging from the libera-
tion struggle of 1821 is the creation of the Greek state. Capodistrias
attempted to install a bourgeois state in a pre-bourgeois society but,
unlike politicians in the West, was unable to enlist support from any
single social class. He was thus obliged to turn to the military, trying
at first to create an army in fighting condition which could advance the
country's territorial claims. After doing this, he proceeded to instill
the army with discipline and a sense of loyalty to central authority. Only
in this way could he retain his monopoly of armed power. Although he
provided the state with Western institutions, however, he himself could
not avoid certain political practices which were traditional in Greece.
Political and economic conditions compelled him to deal with various
local leaders in the manner of a powerful political patron. For this
reason the army played such an important role during this period: it
was the main weapon for the enforcement of Capodistrian authority.

p. 131.



The Borrowing Requirements of
the Greek Public Sector:
1844-1869

by P. E. PETRAKIS

This article describes the conditions which shaped the demand
for loan capital by the public sector in the early stages in the develop-
ment of the Greek economy. The study will address three partial in-
vestigative objects of relevance. The first objective is to identify reasons
why the public sector resorted to drawing on loan capital. The second
is to determine the factors affecting the form public borrowing took
(e.g., short-term, long-term, etc.), and the third is to investigate the size
of the internal public debt during this period.

It should particularly be noted that this analysis deals with the
years 1844-1869, which provided a starting point for the socio-economic
development of Greece. We are thereby afforded an opportunity to
observe the emergence of certain tendencies in public finance which
were subsequently to constitute definitive features of Greek economic
history. The main condusion of the following analysis is that, from
the very start, the conditions required for the developmental path of
the Greek economy were competing with those determining the economy's
operation and very survival. The trade-off which developed between
the conditions of development and survival of the Greek economy
exhausted the resources which could have been made available for the
financing of development.

1. The procedure for drafting state budgets and determining
fiscal magnitudes

The research on public finances during this period is based chiefly
on the state budgets and reports of accounts, which provide reliable
information on both budgeted and actual revenue and expenditure. In
Diagram 1, the ratios of budgeted and actual revenue and expenditure
are calculated to provide a measure of the relation between these
magnitudes.

Until 1854 and throughout that year, budgeted revenue was sys-
tematically greater than actual revenue, but at a declining rate. After
1854 and until 1860, actual revenue began to exceed the budgeted
magnitudes. After 1860, budgeted revenue began again to exceed

35
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actual revenue, while the relation between the two reversed again after
1867. The expenditure pattern is similar, and during only three years
(1846, 1856, 1862) is there a reversal in the relation between revenue
and expenditure ratios of budgeted and actual magnitudes. This sys-
tematic relation between the budgeted and actual magnitudes is due,
particularly in the case of revenue, to three reasons: the use of the
repetitive method in calculating the budgeted slims,' the lack of delays
in drafting the state reports of accounts, 2 and the systematic movements
of the actual revenue and expenditure.

In repetitive budgeting, revenue from the preceding year, to which
an arbitrary percentage increase is usually added, determines the sum
to be budgeted for the following year. The budgets of this period do
not frequently employ this method. Instead, they normally calculate the
revenue budget by basing it on the average revenue level of the
preceding three or four years. Such a method also results, however,
in retaining the average of the deviations between budgeted and actual
magnitudes during the three or four year period. These deviations, de-
pending on the degree of difference between budgeted and actual mag-
nitudes, may be significant.

Before we draw conclusions, however, about the fiscal policy
procedure, it is worth noting that the drafting of state budgets was
more advisory in character than compulsory for the fiscal authorities
who made the decisions. The authorities, in fact, adjusted spending to
accommodate revenues. The deviation between budgeted and actual
magnitudes also suggests that economic analysts should exercise extreme
caution when using budgeted magnitudes as substitutes for actual
magnitudes.

2. The composition of regular revenue

The regular revenues of the Greek State from 1844 to 1869, as
they appear in the state budgets, may be divided into the following
categories:

(a) Direct taxes
(b) Indirect taxes
(c) Income from public establishments (i.e., establishments other

than agricultural enterprises)
(d) Income from public pasturage and estates
(e) Revenue from the sale of national estates
(f) Various revenues
(g) Revenue from expired fiscal years

'This method is characterized by the way in which forecasts are made, as
explained in this article. For methods of prebudgeting procedure, see A.
Wildaysky, Budgeting, Boston: Little, Brown Co., 1975.

2.lt is typical that, in the Greek Parliament sessions of February 19 and 20,
1850, speakers urged the Minister of Finance to expedite completion of the Report
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Taxation revenues may be further subdivided into the following
sources:

A. Direct Taxes	 B. Indirect Taxes
1. Land tax and rights of usufruct 	 1. Customs duties
2. Tax on beekeeping	 2. Stamp duties
3. Land tax on endowments	 3. Various rights
4. Tax on livestock
5. Tax on trade licenses
6. Building tax

Income from public establishments includes revenue from the
National Mint, the Post Office and the National Printing House. 3 In-
come from public pasturage and estates includes money from the ex-
ploitation of state mines, forests, olive groves, and the like. Revenue
from the sale of national estates is listed separately above, while "various
revenues" include primarily dividends on shares of the National Bank,
court fines and ecclesiastical income (especially from leases on monastic
properties). Revenues from expired fiscal years represents funds which
were generated in previous years but received only after the draft budget
was submitted.

Land tax and rights of usufruct include revenues from taxes on
basic agricultural products. The land tax on endowments represents a 3%
tax, imposed by the law of March 26, 1835, on endowments and dowry
transactions. The trade license tax was a direct tax on light manufactur-
ing. The building tax was calculated at 4 to 7% on the rents of sites.
The taxes on livestock and beekeeping were calculated on the basis of
the number of animals or beehives kept. Customs duties were collected
on the basis of the value of the commodities passing through custom
houses, while stamp duty derived from charges on stamping notarial
deeds and court fees. Finally, "various rights" represent harbor dues,
consular charges and similar fees.

Taxation, with an average share of approximately 75%, accounted
for the greatest part of regular state revenues. Public estates and pasturage,
with an average share of roughly 10%, constituted the second largest
source of public revenue. Receipts from previous years represented 8%
of budgeted receipts annually. Income from public estates and the
majority of taxation revenues derived from the agricultural sector of the
economy. Agriculture revenues from 1844-1869 totaled an average of
40% of regular revenues. Consequently, regular public revenues during
the period must have been directly affected by such factors (e.g., climatic

of Accounts of the period up to 1844. The drafting and publication of the Report
of 1853 took place, moreover, in 1864.

°Where not specifically identified, information in this section from primary
sources is from the state budgets, as preserved in the minutes of debates of the
Greek parliament and senate.
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conditions and the fluctuation of prices of agricultural products) as also
generally influenced agricultural production and income.

The most significant revenues from the taxation of the agricultural
sector derived from taxes on products collected in kind. 4 The most
important agricultural products were wheat, maize and barley, revenues
from which represented the greatest portion of the land tax and the
usufruct tax. Information is available on the quantities of cereals collected
as taxes in kind from 1848-1860.5 It should be emphasized here that taxes
in kind were both assessed and collected in terms of quantities rather
than of values.

Diagram 2 shows the development of the collection of taxes in
kind for the three most significant agricultural products. The broken
lines for 1847 indicate that collections for that year must have been
exceptionally low. Two budgets were drafted that year: the first was put
to a vote by parliament on September 22, 1846, and the second on
September 29, 1847. It was apparently impossible for parliament to pass
the first budget in the interim. The first of these budgets projected
that 350,000 kilograms of wheat would be collected in 1847. The
second, which was submitted after the 1847 harvest, projected a collec-
tion of only 240,000 kilograms for the same year.

Similar reductions were also projected for maize and barley. Domestic
cereal production in 1847 must, therefore, have been considerably re-
duced: the Ministry of Finance made downward projections for the
quantities to be collected without providing evidence of changes in
the taxation coefficients. Collection of cereals displayed a substantial
increase in 1849, 1852 and 1857. There was, in general, a small in-
crease in the quantities of cereals collected each year. There is no
comparable evidence available for the years after 1860. We can cal-
culate the revenue collected by multiplying the kilograms of each cereal
by its corresponding average price. 6 Thus, we can estimate that the
taxation of these three products alone yielded an average of some 20%
of the state's total annual revenue.

3. Price fluctuations in the public sector as a cause of
imbalanced development of revenue and expenditure

With the reliance of taxation revenue on agricultural income,
revenues would have depended largely on the fluctuation of prices of

40n the taxation of land and the agricultural sector, see, for example,
D. Sotiropoulos, Land Taxation in Greece, Athens, 1861 and 1867 (Volumes I
and II) and A. Sideris, The Historical Development of Agricultural Taxasion,
Athens, 1931.

5State Archives, Historical Archive of I. Vlachoyannis.
6The prices of cereals for the corresponding years are given in the state

budgets as the average price projected for the sale by the state of quantities
collected each fiscal year.
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agricultural products. It should be stressed here that, because of the
small size of the Greek economy and its incorporation into the inter-
national division of labor, the prices of Greek agricultural products, espe-
cially cereals, were determined by the international market rather than
the supply-and-demand market of Greece. The price of wheat in France
and Greece, for example, shows an identical movement throughout
this period.

Prices relevant to the public sector outflows did not follow the
fluctuation of prices relevant to public sector inflows. Research in the
fiscal archives reveals specifically that the price of the principal outflow
(i.e., salaries of public employees) shows considerable inelasticity. Thus,
while cereal prices drove public revenues up in 1854.1856 and 1860-
1861 and down in 1857-1859 and 1861-1869, salaries appeared stable
and displayed only two consecutive increases (1853, 1861). As a re-
sult, whenever levels of income and disbursements moved in opposite
directions, conditions were created for an imbalanced distribution of
expenditure relative to revenue. The fiscal authorities were thereby
pressured to find means of augmenting public revenues in 1852-1855,
1854-1859 and 1862-1869.

4. Development of regular public revenue and expenditure
and the regular deficit

Diagram 3 maps the development of regular revenue and expen-
diture of the Greek state from 1844 through 1869. All magnitudes are
at current prices. This development of the fiscal magnitudes may be
divided into four periods. The first (1844-1849) is defined by the fact
that it is immediately preceded by the bankruptcy of 1843. The second
period (1849-1860) is characterized by the development of surplus
revenues over expenditures, while the third (1861-1865) is marked by
the dethronement of Otho and the subsequent political upheavals. The
final period (1865-1869) coincides with the eruption of the Cretan
crisis.

First period (1844-1849): The fiscal years 1844, 1845 and 1846,
during which the deficit progressively narrowed, clearly reflect the
efforts of the fiscal authorities to balance the budget and eliminate the
deficit they had inherited from the 1843 bankruptcy. But the years 1847
and 1848 held unwelcome developments in store for these efforts. A
combination of events in 1847 resulted in a reduction in public revenues
and an increase in expenditures. Contributing to this reduction in
revenues was the international crisis of 18477 and a decline in the
production and prices of cereals during the year. The international crisis
significantly affected the price of currants, one of the basic support

70n the features of the emergence of this crisis, see H. M. Hyndman,
Commercial Crises of the Nineteenth Century, New York: A. M. Kelley, 1967, p. 54.
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products of the Greek economy. But, since only 5% of the regular public
revenue relied on the taxation of currants, 8 the crisis did not directly
affect public revenues. Thus, although the Minister of Finance announced
that the price of currants in 1847 dropped 40% from the previous
year,9 there was no significant reduction in public revenue. Developments
in the collection and prices of cereals must, by contrast, have been
keenly felt in public revenues. In addition, events in Europe in 1848
exerted a negative impact on Greek public finances. The then Minister
of Finance, D. Voulgaris, noted, "The difference between the sum
budgeted for 1848 and the actual receipts ... must be attributed to the
lack of movement in trade occasioned by conditions in Europe."" In
1849, although the price of cereals continued to drop slightly, the
especially significant increase in their collection for tax purposes had a
positive effect in keeping the deficit to a minimum.

Second period (1849-1860): The chief characteristic of this period
is the constant appearance of regular surpluses every year except 1858.
The increase in cereal prices as well as their increased collection for tax
purposes, particularly in 1852 and 1857, must be the major source of
the surpluses. The increased revenue allowed the Greek government to
undertake public works and, especially, build roads. It was the purchase
of steamships, however, which led to a deficit in 1858. 11

Third period (1861-1865): This period is marked by the political
developments following the expulsion of King Otho and the ascension
of King George I to the Greek throne in 1864. 12 As Diagram 3 shows,

s'Fhis was the land tax on currants which was collected at the custom
houses. For the calculation of the share of taxation on currants in total revenue,
information comes from the budgets of 1845 to 1849.

°Speech of the Minister of Finance, N. Korfiotakis, September 29, 1847,
Minutes of Greek Parliament.

'°Speech of A. Koumoundouros in the Greek Parliament, September 23,
1865, Minutes of the Second National Assembly.

11The estimation of the effects of political events on economic developments
is probably a more complicated issue. It has, at least, received much less at-
tention than the study of the reverse relation of the influence of economic de-
velopments on political events. Perhaps one of the most serious problems we
must overcome is the tendency to attribute to a specific political event or series
of events the quantitative change in a magnitude. In this way, however, we arrive
at an evaluation of political events from their direct and supposedly visible
effects, at the expense of overlooking their dynamic influence on the economic
environment. (On this subject, see H. Reid, "Understanding Political Events in
the New Economic History," Journal of Economic History, June 1977.) Al-
though this methodological danger is well-known, we simply wish to avoid it.
The limitations imposed on our research by available evidence and the almost
complete absence of any previous, or even potentially relevant, research on the
subject are basic determining factors in relation to the aims which can be
met by this study.

'2See, in this connection, the debates of the Second National Assembly,
1862-1864.
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regular revenue dropped steadily from 1861 until 1863. A recovery be-
gan in 1863 and continued until after 1865. Regular expenditure, by
contrast, showed no sharp increase until 1860 and fell in 1863 and
1864. After 1864, a continuing upward trend developed into a sharp
rise after 1865. A direct result of this asymmetrical movement of actual
regular revenue and expenditure can be seen in its effects on actual
regular fiscal management. A significant deficit of 7,233,000 drachmas
in 1862 was reduced a year later to 4,424,000 drachmas, while a small
surplus in 1864 was followed by a deficit in 1865. The deficit in 1862
was 43.6% of the actual regular revenue, whereas the corresponding
figure in 1863 was 26.3%.

Contrary to what one may have expected, in other words, the grave
political disturbances of 1861-1863 did not lead to a significant rise
in expenditure. Rather, as a result of the government's strenuous efforts
to bring the deficit under control, expenditures declined after 1862.
These efforts included an apparently effective reduction in outlays for
civil servants' salaries in 1863 and 1864. 13

By contrast, the political upheavals did result in a significant drop
in revenues. Specifically, the following reasons for this drop may be
suggested: (1) First, we may assume that cooperation between citizens
and public finance authorities, which is necessary for the collection of
taxes, diminished under such socio-political conditions as followed the
expulsion of Otho. (2) The state's mechanism for collecting public
revenues, with its large work force, must also have shown symptoms
of malfunctioning under such conditions. (3) The governments which
followed these upheavals reduced by nearly 50% the coefficients of the
land tax, one of the most important sources of regular public revenue."
(4) The new regime appears to have been reluctant to impose new
taxes, which probably would have improved the condition of the public
treasury. After parliament rejected certain tax draft bills, for example,
D. Christidis, Minister of Finance, addressed the body in its session on
November 23, 1865, "What, then, is the sentiment of parliament?
That it does not want taxes? As a result, gentlemen, we have a system
in ruins, a budget which is unspeakable and a raving sentiment in
parliament which most probably expresses this: 'I do not want taxes.' "
Diagram 4, which presents the development of per capita taxation from
1844 through 1869, shows a marked reduction after the change of regime.

It is worth noting that the development of actual per capita taxa-
tion and the development of the same index on a budget basis are
similar in those years for which we have evidence for both indices. Thus,
per capita taxation at current prices increased constantly until 1861.
Afterward, however, a significant drop set in and continued until 1864.

isltesolution of the Second Greek National Assembly on March 9, 1863;
also Gazette of Debates of the same National Assembly, session of January
27, 1864.

14See the minutes of the debates of August 20, 1864 of the Second National
Assembly.
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But this drop in per capita taxation at that time should also be linked
with the fall in cereal prices which occurred throughout the 1860's. It
should also be noted again that all magnitudes are expressed at current
prices and that information on their development at constant prices is
lacking. The rise of regular revenues in 1864 is largely due to the
remarkable increase in receipts from cotton taxes and a similarly re-
markable rise in revenues from previous fiscal years. 15 After 1865,
furthermore, Greece's public finances also include the public treasury
of the Ionian islands. Regular revenue and expenditure increased
accordingly by a sum of 3.5 to 4 million drachmas. 1°

It can be stressed, in conclusion, that the political developments
of 1861, 1862 and 1863 resulted mainly in a reduction of regular
public revenues which was due to a reduction in receipts from the
land tax. The fiscal authorities, under pressure from a declining revenue,
took measures to reduce regular expenditures. Though partially effective,
however, these measures were unable to meet the state's requirements.
For the first time since 1843, consequently, significant fiscal deficits
resulted.

Fourth period (1866 -1869): The Cretan crisis was the dominant
influence in the development of regular revenues and expenditure of
the Greek state from 1866 to 1869. The continuing drop in cereal prices
until 1869 must have played a secondary role.

The Cretan revolution, which broke out in 1866 and lasted, in
effect, until January 1869, "put the state to many extraordinary expenses
for the sake of our brothers in Crete, imposed on it the need to develop
its military and naval powers and gave rise to many domestic complica-
tions which caused an increase in expenditures on criminal justice and
public security." 17 This swelling of public expenditures (see Diagram 3)
under emergency conditions was not, of course, met by a corresponding
increase in regular revenue, since cereal prices continued their downward
trend. Pressure from the steadily growing public deficit led the govern-
ment to raise taxes: the increase was based chiefly on the reform of
the tariffs. Thus, the share of taxation in the total public revenue
grew, and the per capita tax burden became heavier. But, although,

15The Minister of Finance, K. Koumoundouros, presenting the projected con-
dition of the fiscal balance of the Ionian islands (session of July 25, 1865)
stated that, for 1865, overall revenue was projected to reach 4,400,000 drachmas,
while expenditure was approximately 3,800,000 drachmas. Thus I suggest that
the chief result of the annexation of the Ionian islands to Greek fiscal manage-
ment was an equivalent increase in revenue and expenditure rather than an
aggravation of the fiscal deficit.

18Speech of the Minister of Finance, S. Sotiropoulos, Gazette of Debates of
the Greek Parliament, 1868, pp. 354-359.

170n the fiscal time-lag as a cause for resorting to public borrowing, see
I. M. Buchanan, The Public Finances, Irwin, 1965; R. and P. Musgrave, Public
Finance: Theory and Practice, McGraw-Hill, 1976; and D. Karageorgas, Public
Economics, Athens, 1972.
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regular revenue increased, significant deficits persisted: the deficit grew
from 798,000 drachmas in 1866 to 2,112,000 drachmas in 1867 and,
after swelling to 8,112,000 drachmas in 1868, fell to 242,000 drachmas
in 1869.

5. The time-lag between public receipts and payments

The time-lag between public receipts and payments was an im-
portant factor in compelling fiscal authorities to draw upon loan capital.
The deficits thus created were of a short-term nature and, as a result,
the borrowing of funds to meet them was also usually on a short-term
basis. In the public finance affairs of the Greek state during the period,
the delay of receipts in relation to payments is a recurring phenomenon.
For at least two years (1861 and 1865, for which monthly data on the
progress of public receipts and payments are available), the time-lag
is very dear.

Reasons for the time-lag may be sought in the inadequate opera-
tion of the state's system of collecting revenues, in the structural features
of state revenue and/or expenditure, in special economic activities of
the state (e.g., intervention to purchase products with a view to their
pre-purchase or resale later), or, finally, in particular historical cir-
cumstances which delayed the collection of public revenues. These
factors, jointly or separately, in conjunction with a degree of inelasticity
in public expenditures, resulted in pressure on the public treasury. 18

6. The movement of the public extraordinary account and
the development of the overall deficit

The final factor determining the fiscal policy of internal borrow-
ing involves developments in the extraordinary domestic and foreign
obligations of the Greek state. The presence of the bullion standard°
in determining foreign exchange parities and the Greek monetary system
most probably permitted the transfer of pressures from the foreign ac-
count to internal fiscal management. Thus, under certain conditions, it
was possible for the state to finance its foreign obligations in bullion,
francs, or drachmas" in the form of credits in 'bullion. Creditors agreed

18The Greek monetary system was based on silver. The drachma officially
contained 9/10 silver alloy, the rest being copper. The relation of gold to
silver was approximately 15.5:1. See, in this connection, D. I. Nikoletopoulos,
On Currency in Greece, Athens, 1974, p. 107; P. Raptarchis, The Fiscal and
Economic Policy of the Monarchical Governments of Otto, Athens, 1937, p. 240;
and V. Damalas, Brief History of the Drachma, Athens, 1959.

18The franc-drachma parity in the period 1844 to 1869 fluctuated around
1:1.2.

20Speech of the Minister of Finance, Sotiropoulos, on submitting the 1871
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to accept metal drachmas in place of francs and other foreign cur-
rencies or convert metal drachmas into francs. Where both currencies
were based on precious metals, however, the one probably replaced the
other with relative ease.

The final part of this study will examine the development of the
external accounts of government transactions as one of the constituents
determining the variable "cash requirements of the state." This variable
represents the sum of the regular balance of fiscal management plus
the balance of the extraordinary transactions of the state. The extraor-
dinary external account of the state, which included external government
transactions, was the outcome of loan agreements entered into before
the period under examination. There are two consequences. First, the
inflow into the public treasury of the product of these transactions was
exhausted 'before 1844. Second, continuation of these transactions was
independent of the fiscal will of the Greek government at the time.
They had, in other words, a coercive effect on public economics from
1844 to 1869. For this reason, they are examined in the framework of
the independent variable which determined the policy of internal bor-
rowing and are not regarded as part of the dependent variable. They
are not, that is, considered the result of the exercise of a policy of public
borrowing. Under the influence of the state's extraordinary transactions,
the development of the final fiscal balance, which exerted pressures on
the domestic banking system to draw upon loan capital, followed the
course mapped in Table 1.

7. Summary of conclusions

This study has thus far identified factors and characteristics of the
Greek public sector which influenced public finance magnitudes and re-
sulted in an imbalance in the regular expenditure of the state budget as
against regular revenue. We may summarize these factors as follows:

(a) the political factor, including such national crises as changes
of regimes and the Cretan crisis;

(b) the dependence of regular revenue on revenues from the
agricultural sector which depend, in turn, on fluctuations in
agricultural production;

(c) the asymmetrical movement of prices of inflows and outflows
in the public sector;

(d) the time-lag between receipts and payments;
(e) the low productivity of the mechanism for the collection of

public revenues.
The above factors are internally linked to one another, and the

occurrence of one usually aggravated or even created simultaneous effects

budget, Gazette of the Debates of the Greek Parliament, third period, second
session, pp. 353-358.
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in the others. When, therefore, agricultural production dropped or
political crises gave rise to public expenditures, the burden on the
public treasury automatically grew: with aggravation of the time-lag
between receipts and payments, and with low productivity in collecting
taxes, the treasury faced increased borrowing requirements. All these
factors led exclusively to the creation of borrowing requirements in
the public sector. Since the exercise of a conscious anti-inflationary or
expansionist fiscal policy should probably be ruled out, it may be worth
examining whether, parallel with the creation of cash borrowing
requirements, there were also pressures on the public treasury from
undertaking public investments. From 1844 to 1869, in fact, public
works (e.g., road building, telegraph installation, gas lines) were under-
taken which, some estimate, absorbed ten to twelve million drachmas. 21

These works, undertaken through the influence of the fiscal surpluses
of the 1850's, should in no way be linked to the development of public
borrowing.

After 1861, however, certain works were undertaken and initiated. 22

The laying of the Athens-Piraeus railway started in 1861, while in
1867 the drainage of Lake Kopaida began. In 1869, furthermore,
construction began on the Patras-Tripolis road and on the bridging of
the Corinthian isthmus. Although no evidence is available for the
public sums absorbed by these projects, it is known that private capital
contributed largely to their financing. We may safely assume that
expenditures on these works played a significant role in the creation
of the regular deficits, especially from 1861 through 1869. Never-
theless, any attempt to evaluate the causes of the regular deficits must
regard the political factor, in all its forms, as the most crucial, par-
ticularly in the developments of total expenditures. In this sense, there
are grounds for the position that, from the beginning (i.e., from the
genesis of the Greek state), the conditions of operation of the state
and its survival were in competition with the conditions of operation
and development of the economy, in terms of the division of the
generated surplus. As for the regular revenues, their dependence on
agricultural sources must be considered a chief factor.

The nature of the public debt (i.e., whether short-, medium-, or
long-term) is bound up with the factors which led to its creation. The
available analytical data reveal that the share of short-term debts from
1861 to 1868 continually diminished, and at a rapid rate, against long-
term titles. Medium-term titles of two or three years appeared from 1863
to 1865. If the percentage of long- and short-term debts, relative to
the total debt, is an index of the quality of public credit, there appears
to be a significant improvement in the quality after 1866.

21Public investments were recorded from the Government Gazette issues
of the corresponding years, on the basis of the laws relevant to their execution.

221n order to obtain yet another measure of the significance of this mag-
nitude, we note that if the entire transfer had gone to the benefit of the
National Bank of Greece, the bank could have doubled its share capital in 1864.
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Diagram 5 maps the development of net inflow of financial
resources into the public sector, through state borrowing, as a per-
centage of total regular expenditures. Given the absence of national
accounting magnitudes, its percentage may be considered a satisfactory
index of the development of state intervention in the Greek economy
in transferring ownership of economic resources from private and
external sectors to the public sector. The net inflow into the public
sector from loans in 1861 represented, typically, 4.1% of total regular
expenditures, while in 1863 the corresponding figure amounted to
19.7%. It dropped again the next year to 4.1% and, under the in-
fluence of the emergencies of the final years of the period, rose once
more to 28.8%. Through public borrowing, there was a significant
transfer of economic resources from the public sector to its creditors in
payments of interest and commissions on capital in general. If we also
consider the agricultural origin of the majority of the revenues of the
Greek state, the transfer of resources from the public sector to its
creditors represents, for the most part, a transfer of surplus from the
agricultural sector to finance capital. From 1864 through 1869, an
estimated 11,474,00 drachmas were transferred from the public sector
to the creditors. From 1861 through 1869 alone, the amount trans-
ferred was 11,275 drachmas.

A second means of estimating the rate of increase in public borrow-
ing is provided by comparing annual regular inflows into the public
treasury with extraordinary inflows. This comparison, presented in
Table 2, involves regular revenues and receipts from the public debt.
Evident, especially after 1860, is a rapid increase in extraordinary in-
flows. In 1869, as a result, extraordinary inflows surpass regular in-
flows by 22%. This figure suggests that fiscal requirements were in-
creasing much more rapidly at the time than the means of meeting them.
In this way, however, public finance authorities also increased their
dependence on the supply of loan capital.



The Local Press in
Nineteenth Century Aetoloakarnania

by ROULA PAPAROUNI

The present examination of the functions of the local press in a Greek
province is nothing more than an investigation into one of the available
sources of "local history" in Greece. The value of any such source depends
clearly on one's ability to place the information it provides within the
general context of other available sources. This particular examination of
the local press in the nomos of Aetoloakarnania is the first such investiga-
tion of a provincial press in nineteenth century Greece and is also the first
attempt to explore this area's local history. Specifically, this article is con-
cerned with the most important Aetoloakarnanian newspaper of the late
nineteenth century, a period coinciding with a trend toward the attempted
modernization of the Greek state and society. By 1889, Tricoupis's govern-
ment had completed the largest, most important part of his modernization
program. The so-called "new order" which he established on a political
level, alongside his economic and social innovations, threatened Greece's
traditional society and alienated it from the central state apparatus.
Aetoloakarnanian society was very much a part of this traditional world.
It is against this background that the attitudes of the area's local press
toward Tricoupis's modernization policies will be examined.

The tone and content of the local press in dealing with government
policies was generally determined by the current values of nineteenth
century provincial society: a conservative outlook combined with an over-
riding concern for the local, rather than general, effects of the policy
emanating from Athens. This "internal logic" of local journalism reflected
the social environment of the Greek provinces, and Aetoloakarnania was
no exception.

Mid-nineteenth century Aetoloakarnania was in many ways a typical
provincial area. 1 The occupations of its inhabitants were primarily agri-
cultural. As much as 68.5% of Aetoloakarnania's population (i.e., about
10% of the total population of Greece) consisted of farming families
which cultivated wheat, barley, maize and corn: Aetoloakarnania was the
largest producer of corn-oil of all the nomoi in the country. Among
Aetoloakarnania's other important products were acorns (the largest pro-
ducer of all the nomoi), tobacco leaves (third largest producer), currants,
olives and mulberries. Aetoloakarnania was also a leading area in cattle

iMansolas, A., Apographikai Pliroforiai peri ti.r Ellados, Athens, 1867.
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breeding: it had the largest number of sheep, goats and horses of all the
nomoi, the second highest number of oxen and the third highest of cows.

Aetoloakarnania was also a typical, closed society noted for its hostility
toward innovations which threatened established social relationships and
hierarchies. Tricoupis's modernization policies clashed with the interests
of the powerful local notables. These policies of increased state interven-
tion encroached upon the political and administrative autonomy which the
area had enjoyed in many spheres. 2 For example, Tricoupis introduced a
protectionist policy by placing tariffs on imports. Although this measure
bolstered domestic manufacturing, it concomitantly made imported com-
modities more expensive and thereby displeased the landowners. These
landowners also opposed the taxation he introduced to raise capital for
public works and industrial projects.

Also meeting with opposition in Aetoloakarnania were Tricoupis's
considerable innovations in education. He updated curricula and sent in-
spectors from Athens to introduce more progressive schooling practices
in the provinces. He reduced courses in classical Greek, Latin and reli-
gious instruction and, for the first time, introduced the modern Greek
language (i.e., katharevousa) into the curriculum. He also increased courses
in science and mathematics.

Tricoupis's policies were perceived as an oncoming disruption of the
life and manners of Aetoloakarnania. There emerged a protest movement
along with a public defense of their long-established traditions and polit-
ical and economic practices. It was primarily in the local press that this
movement expressed itself. The table below lists the newspapers of the
Aetoloakarnanian press in the late nineteenth century:

LOCAL AETOLOAKARNANIAN NEWSPAPERS: 1875-1895 3

Place of
Title Publication Publisher Period

DITIKI HELLAS Messolonghi G. Gourgourinis 1865-85
MESSOLONGHION Messolonghi G. Gourgourinis 1875-95
AETOLIA Messolonghi G. Stavropoulos 1880-85
VIRON Messolonghi G. Gourgourinis 1880-85
ACHELOOS Athens Ph. Mavrogonatos

or Papageorgiou
1886-96

2See articles by C. Tsoucalas and K. Vergopoulos in Istoria tom Ellinikou
Ethnous, Athens, 1977, pp. 39-87.

3Limited numbers of these newspapers have been located in the following
libraries: Ditiki Hellas, Messolonghlon, Viron, Trichonia, To Sinthima tou Polemou
can be found in the Benakios Newspaper Library in Athens; Aetolia, Acheloos,
Panaetolikon, Politis, Dimotiki Ekpedefsis, Aetoliki Simpolitia can be found in the
National Library, Athens. There seem to be no surviving numbers of Akarnania,
Mikra Efimeris, Agrinion, and Trichonia (1895-1898).
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TRICHONIA Agrinio Ph. Mavrogonatos
or Papageorgiou

1885-86

TO SINTHIMA Agrinio M. Koukas & 1886-?
TOU POLEMOU D. Robotis

PANAETOLIKON Agrinio T. Bellos 1886-?
AETOLIKI SIMPOLITIA Agrinio Th. Havellas 1892-?
POLITIS Agrinio G. Stavropoulos & 1889-93

G. Vlahopoulos
DIMOTIKI EKPEDEFSIS Messolonghi a union of teachers 1892-93
AKARNANIA Agrinio H. Gourgourinis 1889- ?
MIKRA EFIMERIS Messolonghi H. Gourgourinis 1893-96
AGRINION Agrinio P. Zografos 1894
TRICHONIA Agrinio I. Rokos 1895-98

Of the above, Politis is a representative example of an anti-Tricoupist
newspaper. It is also the only one to have most of its numbers preserved
and available for research (in the National Library, Athens). Although
Politis was an important and influential Aetoloakarnanian newspaper, there
is little information on its background: we have no information on how
it was launched or financed, nor do we possess any dues of the political
or other editorial constraints to which it might have been subject. Nearly
ten years before Politis appeared, its publisher, George Stavropoulos,
printed an article supporting Tricoupis in the newspaper Aetolia. But this
fact means nothing since newspapers, as well as individual journalists,
were wont to change political sides easily at the time. In any case, Politis
began as an anti-Tricoupist newspaper and held to its original course
throughout its four-year lifetime.

Like all local newspapers of the period, Politis addressed primarily
local and national issues Little space, if any, was devoted to international
issues not involving Greece. In its political reporting it described and
commented on government decrees, parliamentary affairs and the activities
of opposition parties. Among the specific issues concerning the newspaper
were the government's financial and fiscal policies, the national issue of
Greek irredenta and the electoral, legal and educational reforms proposed
by Tricoupis's government. Local issues covered included economic and
cultural affairs as well as subjects pertaining to "moral standards."

Politis was prepared to criticize the Tricoupis government from the
perspectives of local as well as national interests. When the government
justified its policies by citing the "national interest," Politis phrased its
criticism with reference to universal and national needs and values. Yet
despite these grandiose pretenses, the substance of the newspaper's articles
revealed the parochial concerns of daily life in the backward provinces.
The underlying theme in its columns was the need to defend the "social
balance" of the province. In short, there was a dichotomy between form
and content: the tone of the newspaper was elevated to the solemn lan-
guage of "national interests," while the underlying substance of its
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written word reflected the short-sighted outlook of Greece's provincial,
agricultural world.

We can justify this evaluation by examining the newspaper's attitude
toward three contemporary issues: the policies to promote the "Great
Idea," the modernization of the army, and the Cretan Question. The fol-
lowing examination will attempt to prove three points: 1) Politis saw the
"Great Idea" of Greek expansionism not as a parallel process to the
modernization of Greece (as Tricoupis did) but as a way of restoring
Greece's traditional society, in which Orthodoxy was more important than
nationalism. 2) Politis's opposition to Tricoupis's plan to modernize the
armed forces was shaped by political considerations of the influence the
opposition party would subsequently hold in the army. 3) Criticism of
Tricoupis's policies in the Cretan issue were informed by Politis's support
of his rival Deliyannis, leader of the more belligerent opposition party. It
is no mystery why Daliyannis was a favorite of the Aetoloakarnanian elite:
in contrast to Tricoupis, he favored the domestic status quo and believed
the country should forego social reforms until the vision of the "Great
Idea" was realized.

1) The "Great Idea"

The program of Greek expansionism and the country's drive toward
a Great Greece was the most important national issue during Politis's life-
span and was, understandably, the newspaper's central topic. Underlying
Politis's analyses of this issue was the belief that its realization would
satisfy the nation's "yearnings." Greece's battle with its adversaries in the
Balkans are presented as a struggle "to liberate enslaved Christians," to
"substitute the cross for the crescent" and "to enhance national pride inter-
nationally." The main thrust of the newspaper's editorial statements
suggested that the driving force behind the country's endeavors was the
unity of "national identity" with the "Orthodox Church." The "Great
Idea" was not only a completion of the unfinished work of the 1821 revo-
lution but also the continuation "of the holy legacy our fathers left us,"
a legacy which the newspaper urged its readers to hand down to the
younger generation.4

This language, common in the anti-Tricoupist press of the period,
betrays the preoccupation of Greece's traditional world, a world which be-
lieved in the irredentist program but conceptualized it more in terms of
the past than of the present. The irredentist program of Greece proposed
a new order of things whereby Hellenism would be incorporated within
the boundaries of a national, secular state. For all its ideological references
to the past, this program implied a rupture with it. For centuries, Hellen-
ism in the Eastern Mediterranean had been organized under the control of
the Ecumenical Patriarchate in Constantinople: Hellenism was a religious

Valais nos. 14, Aug. 12, 1889; 37, Jan. 28, 1890; 89, Mar. 25, 1891,
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community. After the spread of nationalism and the creation of the Greek
state there emerged two alternative "centers of authority" for Hellenism:
a secular one in Athens, capital of the secular state, and a religious one in
the Ecumenical Patriarchate. The irredentist program espoused by Greek
nationalism clearly had long-range implications for the authority of the
Patriarchate. Already by the mid-nineteenth century, the Church of Greece
had severed ties with the Patriarchate and fallen under the jurisdiction of
the Greek state. This essential dichotomy of interests between Greek na-
tionalism and Orthodoxy strained relations between the Patriarchate and
the Greek state and created problems within the Church hierarchy. These
matters have been examined in other studies and lie beyond the scope of
this article. The point here is that the support given to the Greek national-
ist project in such areas as Aetoloakarnania was justified in religious terms.
But the main opposition party of Deliyannis did not articulate its view
of the "Great Idea" in this manner. Although this party did not support
Tricoupis's modernization policies, it was not prepared to make any ideo-
logical concessions to the Patriarchate.

Politis's editorials analyzed Greece's struggle in explicitly religious terms,
viewing the conflict as one between two religions rather than between
competing nationalisms. The newspaper considered that the Turks ". . . are
doing their duty according to the Koran, which is the elimination of all
who do not share their religion," but fortunately for the Greeks, "the
God of Greece is great and has never abandoned us. Christ's Church has
suffered many persecutions . . . but was always ultimately victorious,
thanks to the self-sacrifice of its children.. . ." The realization of the
"Great Idea," not limited to the salvation of the "enslaved brethren,"
assumed a religious dimension by aiming at the salvation of the "enslaved
Christian brethren" and of the Orthodox Church. 5

The above statements do not imply that the Tricoupist and Deliyannist
visions of a "Great Greece" were exclusive of Orthodoxy. On the con-
trary, Greek Orthodoxy was envisaged as an integral part of modern
Greek culture. But as part of a more general set of cultural values,
Orthodoxy and its Church would be obliged to subordinate themselves to
the State. If this was not explicitly proclaimed, it had already occurred in
practice in liberated Greece. As far as the outlook of Aetoloakarnania's
Politis is concerned, the newspaper showed signs of favoring religion over
nationalism by reflecting positions nearer those of the Patriarchate than
of the Tricoupis government.

This orientation is seen also in the antagonism Greece faced over
Macedonia, which was still part of the Ottoman Empire. The Tricoupis
government was concerned with the threat to Greek interests posed by
Bulgaria's challenge of Greece's claims to Macedonia. The Patriarchate,
on the other hand, was unconcerned with Bulgarian policy, believing that
its own interests would be served by a weakening of Ottoman influence
in the Balkans: a less powerful empire was in the interests of the Patri-

5Poditis nos. 14, Aug. 12, 1889; 77, Dec. 8, 1889.
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archate. Accordingly, the anti-Tricoupist press in such provinces as Aeto-
loakarnania, where religious identity was especially pronounced, criticized
Tricoupis's Balkan policy and adopted the positions of the Patriarchate.
It is significant that, when Politis did criticize Bulgarian policy, it was not
over the Macedonian question, but over the Bulgarian threat to the most
important Greek school in Constantinople (the Megali tou Genous
Scholi). 6 For Politis, the only danger for Greece came from the direction
of "Turkey" and the Western Powers, the latter being responsible for
"supporting the Sultan's rotten throne on our shoulders." 7 Politis did not
like to consider even the possibility of a war between the Balkan nations.
It was, by implication, wasteful for Greek governments to bolster the
armed forces for a war with Greece's neighbors. It was up to the Western
Powers to intervene by dividing the Ottoman Empire in a way which
would satisfy "the enslaved peoples." If war was to break out, Politis
advised its readers, it would not be a local war in the Balkans, but a
conflagration on a European scale. 8 This, however, did not mean that
Tricoupis's costly policy of modernizing the army ought to be supported.

2) Military Policy

Politis believed that, since Greece's struggle was in the name of its
inalienable rights and holy causes, there was no need to modernize the
army. Victory would come from self-sacrifice and heroism along with the
unity of purpose which was based on the principles of Greece's existence.
Moral superiority over the enemy was enough for Politis. Tricoupis's inno-
vative policies were thus depicted as further symptoms of the "paralysis"
and "degeneration" of the military for which the government was respon-
sible. This stance was especially evident in the case of the removal of
several old officers who had been appointed by the Deliyannist government
in power before Tricoupis took office. Their dismissal, according to Politis,
was tantamount to treachery favoring the enemy.° Modernization meant
delays in engaging with the enemy ("Turkey"), and the army could
enhance its fighting spirit only by winning over Ottoman territories.

It must be pointed out here that, at the time, the officer corps was a
powerful interest group opposed to Tricoupis. The officers felt threatened
by the growing power of the state apparatus under Tricoupis and the
implications of greater political control over the military. Politis's defense
of their interests amounted to supporting the status quo in the military
in a facile-sounding language which employed such antithetical phrases
as "gratitude against ingratitude" and "patriots against traitors," which
were likely to strike a sympathetic chord among its readership.'°

6Poditis no. 74, Nov. 16, 1890.
7Politis no. 67, Sept. 12, 1890.
sPolitis no. 77, Dec. 9, 1890.
9P0this no. 69, Oct. 13, 1890.
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3) The Cretan Question

Likewise, Tricoupis's caution over the Cretan rebellion of 1889 gave
the newspaper new ground for sharp attacks against the government. The
rebellion provided the opposition and its press the opportunity to play on
the "fighting instincts" of the population and drum up enthusiasm for
the Deliyannist party's belligerent outpourings. Politis's analyses of this
subject contrasted the attitude of "the people" to that of the government.
While the people, according to the newspaper, were ready to aid the
Cretan struggle directly and indirectly, the government's indifference and
inactivity were a humiliation to Greece and nothing less than a bowing to
the pleasure of foreign diplomats. 11 Politis was outspoken in its support
of Deliyannis and urged him to act "when he sees fit . . . being assured
that the whole of the nation is behind him, in readiness. . . .
decision to go to war was depicted as lying above the responsibility of state
and government: it was the responsibility of whoever could take the
initiative. This attitude refers to the early post-revolutionary period in
Greece when local chieftains were autonomous and began battles on their
own initiative.

The newspaper opposed Tricoupis's restraint over the Cretan rebellion.
It believed that the only position which would reflect the will of the people
was Greece's participation in a war against the Ottomans. Similarly,
during the Eastern Rumelia crisis of 1886, the newspaper supported the
Deliyannis position as the only ". . . brave and respectable one, the only
one Greece could adopt with pride . . ." and as another opportunity for
Greece to march toward realizing the "Great Idea." 13 That Deliyannis
had called for mobilization of the army in unfavorable domestic and inter-
national circumstances, similar to the situation Greece faced during the
Cretan rebellion, was no source of concern for Polish.. Any such "crisis"
had to be confronted with a dynamic military solution. 14

4) Conclusion

Taking Politis as a representative example of the local press in Greece,
we can make the following observations. On one level, the local press

11The newspaper wrote, ". . . the people desire to dismiss the 'excellent gov-
ernor' who, instead of purifying the army of those elements which are infested
and moving on to enlarge the army . . ., puts aside the military personnel who
helped the country fight against its enemies "• Politis no. 164, Nov. 19, 1892.

12,1"he newspaper wrote, ". . . in the present critical situation, the moral in-
tegrity of the leaders of public opinion will be demonstrated and the patriotic
behavior of the opposition will be shown as well "• Politis no. 13, Aug. 6,
1889; see also no. 77, Dec. 9, 1890.

13Politis no. 33, Dec. 22, 1889.
14The newspaper wrote, ". . . the government should keep all active and

inactive officers in readiness for mobilization 	 "• Politis no. 14, Aug. 12, 1889.

"12 The



54 JOURNAL OF THE HELLENIC DIASPORA

merely reflected the positions and conflicts of national politics. In this
particular period, the press followed one of the two dominant political
parties, led by Tricoupis and Deliyannis respectively. The polemic tone
which the papers assumed was dearly a means of asserting their political
credentials. In this sense, the local press appears to be of only limited
interest to historical researchers. Nevertheless, there are ways in which the
study of the local press may provide revealing and useful historical ma-
terial. During a period of significant political changes on a national level
and the transformation of a whole society, local issues will indeed be
relegated to a secondary position in the newspaper's contents. This does
not mean, however, that local antagonisms and local conditions are irre-
levant. On the contrary, the newspaper's view of the general situation is
based on numerous implicit and silent considerations which have to do
with local interests. It is not merely a question of local interests deter-
mining which choice will be made in the arena of national politics: local
interests will determine the way in which policies are received, digested
and disseminated on a local level. In this respect, the religious dimension
given to the "Great Idea" by this Aetoloakarnanian newspaper should not
go unnoticed. Local history is not yet so developed as to allow for any
generalizations about the misinterpretation—or rather the unique inter-
pretation—of national ideology in the provinces. Further studies must
examine the degree to which the late-nineteenth century Greece was ideo-
logically integrated. The investigation of the local, provincial presses of
nineteenth century Greece is likely to yield, if anything, new insights into
the internal workings of their contemporary Greek society.
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Monetary Arrangements and Economic
Power in Nineteenth-Century Greece:
The National Bank in the Period of
Convertibility (1841-77)

by STAVROS B. THOMADAKIS*

Monetary and credit arrangements in nineteenth-century Greece are
interesting because they are linked to the larger issue of the development
of capitalism in the country. Among the prerequisites for the emergence
of capitalist relations, we include the emergence of exchange and of
money as a medium of exchange and as a general expression of value.
The development, in turn, of exchange within the context of capitalist
"national economies" precipitates a transformation in the nature of
money itself. As is evident especially in nineteenth-century Europe,
national moneys transcend the metallic forms of coin and assume the
character of "symbols of value" in the form of merchants' notes, bank
notes or paper money. This transformation has many implications,
among which two are foremost: it makes available social resources
which would otherwise be tied up in precious metal, thereby emancipating
national economic expansion from the restraints of precious metals in
short supply, and it creates new forms of economic power which accrues
to those who can "create" symbolic money and propagate symbolic forms
of wealth.

After being constituted as an independent state, and through the
nineteenth century, Greece undergoes a complex process. Externally, it
is increasingly integrated, chiefly through trade, into expanding West
European capitalism. Territorially, it experiences successive expansions
(the Ionian Islands in 1864, Thessaly in 1881) which broaden its
economic space and potential. Internally, it exhibits all the signs of a
slow, even tortuous progression toward capitalist structures in the sphere
of production. This slow progression does not, however, signify that
the nineteenth century was an era of internal stagnation in Greece. On
the contrary, it was an era of significant social transformation. The
expansion of foreign trade, the growth of the public sector, the formation
of urban centers, the progressive monetization of the economy and the

*I thank Yiorgos Chouliaras, Christos Hadjiiossif and Irving Stone for reading
an earlier draft and making valuable suggestions.
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emergence of financial institutions are all phenomena testifying to
pervasive changes in the economic organization of society. Such changes
always imply new hierarchies and realignments of economic power within
a social system. In that context it is necessary to posit that an examination
of the conditions and effects of monetization cannot be dissociated from
an inquiry about the agent (or agents) of monetization. This is especially
necessary in nineteenth-century Greece, where the primary agent of credit
and money issuing emerges as a powerful institution which dominates
Greece's financial system to this day: The National Bank of Greece. A
dual task is therefore prescribed. On the one hand, we must come to
grips with the function of money in a developing economy. On the
other, we must ask who creates this money and to whom it is offered in
the process of dissemination. Without posing the latter questions, we
abstract the inquiry on monetary arrangements from the social context
and reduce it to an arid statistical exercise.

The propagation of symbolic money enhances the emergence of sym-
bolic forms of wealth distinct from land ownership or the accumulation
of tangible treasures. Financial claims are symbolic forms of wealth.
Where there is a financial claimant there is also a debtor. The propaga-
tion of symbolic wealth implies the development of a nexus of relations
between claimants and debtors: incomes or social surpluses are reap-
portioned and, though interlinked to relations of exchange, are also
distinct from them. In fact, the operation of the financial sphere is
always underpinned by the progressive emergence of economic agents
specializing in the production and dissemination of symbolic values. The
interests, the objectives and the economic ideology of these agents may
diverge from those of agents controlling the process of production and
exchange of commodities, i.e., of real values. The incipient contradiction
between the two types manifests itself at times of crisis: the producer of
symbolic values covets the devaluation of commodities, while the producer
of commodities, on the other hand, covets the devaluation of symbolic
values. The relations of power between these two agents may be critical
to the economic development of a particular society.

The propagation of symbolic money in nineteenth-century Greece
proceeds under the auspices of the National Bank of Greece, the coun-
try's principal agent of monetization. Two sub-periods can be distin-
guished. The first period, that of bank note convertibility, extends from
1842 until 1877. The second is the period of incovertibility and lasts
for the remainder of the century and beyond. In the latter period the
Greek state assumes an active role as an agent of monetization along with
issuing banks. This paper attempts an examination of the period of
convertibility, a period witnessing a spectacular growth of symbolic
money and a great augmentation in the power of the issuing bank.
Part I examines the formative period of the National Bank (1841-43),
with special emphasis on the social forces and conditions which shaped
its character and institutional boundaries. Part II assesses the propagation
of symbolic money during the period 1842-77 and traces the extent of
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the bank's monetary power and the strategic uses of that power. Part III
summarizes conclusions.

I. THE FORMATION OF INSTITUTIONAL
CONDITIONS: 1841-3

A. The Establishment of the National Bank of Greece

On March 30, 1841, King Otho of Greece promulgated a decree
establishing the National Bank of Greece. This was the culmination of
several previous attempts to establish a banking institution. As early as
1828, the government of Capodistrias had launched a state bank, and
in 1832 the National Assembly had legislated the circulation of paper
money •issued by the state under that bank's supervision. These early
measures, dictated largely by the pressing financial needs of the state
treasury, languished for lack of credibility in a society where disorganized
public finances inspired no confidence. 1

King Otho's decree envisioned an institution whose activities were
clearly dissociated from the needs of the treasury. Its general purpose
was to enhance national welfare by providing credit to various branches
of the economy. In a gesture of reassurance about its intentions, the
government pledged to purchase 1,000 shares, amounting to one fifth
of the bank's projected capital (five million drachmas divided into
5,000 shares). The bank was also granted the right to issue its own
bank notes. On the credit side, activities were prescribed as either loans
on property mortgages (and/or collateral) or discounts of commercial
bills of exchange. These two categories absorbed, 80% and 20% of
available capital, respectively. The public offering of the bank's shares
enunciated by the decree did not meet with rapid response. By August
1841, less than half of the bank's 5,000 shares had been registered
for sale. The reluctance of investors prompted the government to promul-
gate a new law on August 19, extending additional concessions to the
bank. Most importantly under this law, the right to issue notes was
converted to an exclusive privilege for 25 years. The state treasury
also undertook to accept bank notes in payment of private debts. 2 Thus,
the National Bank acquired a legal monopoly in the propagation of
batik notes, and the bank note simultaneously acquired the approximate
status of legal tender. But a limitation remained: bank notes in circula-
tion could not exceed 40% of the bank's paid-in share capital. This
constraint made the range of the bank's monopoly contingent on the
size of its equity capital. Consciously formulated as a rule of prudent

II. A. Valaoritis, lo-copfa 'c 	'MID* Tpalc*); 29js TXXcibog (Athens
1902), pp. 1-5. This book, written by the bank's deputy governor, is its official
history.

2See Valaoritis, op. cit., p.



58	 JOURNAL OF THE HELLENIC DIASPORA

management, this law could at the same time act as a restraint on un-
inhibited monopolistic power.

The significant concession of a bank note monopoly apparently in-
fused new momentum into the public offering of bank shares. By
year-end, investors had registered for 3,400 shares (including the
government's 1,000-share block) and the National Bank officially com-
menced operations on January 10, 1842. Nevertheless, it was a slow
start. It had taken nine months to complete the process from legal
establishment of the bank to the enunciation of •business operations.
This delay was due to the slow formation of the bank's equity base.
The scarcity of capital contributions at that early stage would have a
decisive impact on the character of the bank and its emerging economic
strategy. The first year of operation did not bring about a radical change
in these conditions. By December 31, 1842, the simplified balance sheet
of the National Bank appeared as shown in Table 1. Paid-in share capital
still hovered below the registered shares of the previous January.

TABLE 1

BALANCE SHEETS
Dec. 31, 1842

(000 drachmas)
ASSETS LIABILITIES

Metallic Reserve 445 Bank notes outstanding 308
Discounts 733 Minor Deposits 55
Mortgage Loans 2,450
Other Loans 4 Paid-in Equity 3,269

TOTALS 3,632 3,632

The circulation of bank notes must also have had a slow start since the
amount outstanding was less than 10% of paid-in capital, whereas the
charter allowed it to reach 40%. The metallic reserve (consisting of
silver or gold currency) exceeded outstanding bank notes by a factor
of nearly 1.5. Thus, the bank notes were "overcovered" by reserves and
did not really constitute a profitable source of finance for the bank.
On the asset side, mortgage loans were outstanding at 75% of equity
capital and discounts at 22%; these proportions were quite close to
those of 80% and 20% prescribed by the charter. The bank apparently
faced no obstacles in extending credits in the desired composition, at
the given level of available capital. Its main limitations were on the
side of liabilities and stockholders' equity.

aThe table is a simplified version of the balance sheet supplied by Valaoritis,
op. cit., p. 14.
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Beginning in October 1842, successive stockholders' meetings elab-
orated a new charter for the bank: this was a clear sign that its in-
stitutional parameters were not yet at an equilibrium. The new charter,
authorized by law on July 23, 1843, represented a definitive formula-
tion of the bank's features: its main provisions would remain in force
throughout the period of convertibility. Most of the prescribed changes
related to the bank's funding and were clearly dictated by the dearth
of capital contributions. We may note three characteristic provisions: 4

(1) The bank was allowed to become a depository institution able to
accept deposits of money or even such valuable items as precious metals;
(2) the issued notes were not restricted to 40% of the equity capital
but could increase to any amount as long as the bank insured their con-
vertibility with metallic reserves of at least 25% of the value of out-
standing notes. (3) dividends to shareholders were set at a minimum
of 7% per annum over their initial capital contribution.

The initiation of depository savings and the guarantee of a minimum
return to shareholders are dear illustrations of the bank's desire to
strengthen and enrich the channels of capital attraction. The relaxation
of restrictions on the volume of note issue was, however, the more
momentous of the changes prescribed in the new charter. Unlike the
previous charters which restrained note issue to a secondary role as a
source of finance, the new charter opened the way for them to become
a primary source. This meant not only an increased reliance on bank
note finance but also a reorientation in the character of the bank's
activities. Earlier charters prescribed an institution whose main role
was to assemble and reallocate long-term capital. Its chief tools were
to be the sale of equity shares and the provision of mortgage loans.
The new charter was changing that role by moving the profile of the
bank nearer to that of a monetary institution: the bank's monetized
debts were becoming a centerpiece of its projected expansion. This
transformation also had inevitable implications for its selection of
assets. If bank notes, convertible on demand, were to be the main source
of finance, the bank's asset structure would have to be more strongly
oriented toward short-term commercial lending. To extend long-term
loans against the bank's liquid obligation would carry inadmissible risks.
Indeed, the other major change prescribed by the charter of 1843 re-
lated to the character of the bank's assets. The bank instituted a new
form of lending: the cash credit account (CCA).

The CCA was a type of overdraft account which could be opened
against property security or collateral or, finally, on the personal
recognizance of the borrower and at least two trustworthy cosignatories.
The borrower could draw any sum up to the CCA's given credit limit
and pay interest only on the outstanding amount. The CCA's created a
supplementary mechanism, in addition to discounts of trade bills, for
the dissemination of bank notes through short-term credit. It also
offered a substitute form of mortgage lending since CCA's could be

4Valaoritis, op. cit., p. 14.
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secured against property. In effect, the inauguration of CCA's signaled
a policy shift against long-term mortgage finance. In an address to the
shareholders the bank's director Georgios Stavrou juxtaposed the two
forms of mortgage lending:

Experience has shown that mortgage loans are not used to
the intended purposes.... A mortgage loan cannot be monitored
by the management of the bank as to its use.... A loan on
cash credit account [differs) in that it is subject to uninter-
rupted ... control by the lender who can thereby be sure that
the loan is put to good use. 5

What Stavrou did not confess was that the expansion of long-term
loans and the assumption of the requisite risks was incongruous with
the liabilities of a bank whose main source of •finance was projected
to consist of bank notes redeemable on demand. It must be underscored
that convertible bank notes were an extremely sensitive instrument of
finance. The slightest perception of risk could prompt their holders to
liquidate them for metallic money. To protect itself from such contin-
gencies the bank selected assets which were safe and easily liquidated.
Aside from metallic currency reserves, discounted trade bills and CCA's
fulfilled these criteria. Long-term mortgage loans did not, not only
were they not easily liquidated, but they were also risky by nature, in-
tended as they were for the financing of new investment whose prof-
itability was neither guaranteed nor predictable In addition, the bank's
perception of risk was heightened by legal and informational deficiencies.
Since its inception, the leadership had complained that Greek mortgage
law did not enable it to effect rapid foreclosures in cases of default. 8

This reduced the effective value of properties offered as security against
loans. Furthermore, property-secured loans presupposed knowledge of
the property, its value, its alternative uses and its legal status. These
requirements could only be met by proximity to and familiarity with
local conditions. But, for a bank based in Athens, they could prove
a prohibitive informational barrier. The obvious remedy of a network
of branches or local agencies was not yet envisaged in the early 1840's. 7

As a result, most mortgage loans which the bank did extend were
secured against urban property. 8 Regional loans were left to traditional
money lenders.

5This question is from ""ExOemq napl vim) xxvovtap.o5 'Efivocilg zAg
`EXidSoc Tpcx741c" submitted by G. Stavrou on October 10, 1842. (Reprinted in
Valaoritis as appendix A.)

6Valaoritis, op. cit., pp. 7-8.
7The creation of a branch, network would begin only in the late 1850's. See

S. Thomadakis, Marl xal 'ExxpillIccrtop.OG ti96 0txovop.(a (ch. 6), especially
Table 6-1.

8See K. Provelegios (Minister of Interior), "AlTtoAoyosil 'Ex0eo.q eotl cepl
Tpang•qc Nop,oexeafou," January 28, 1859. (Reprinted in Valaoritis as

appendix B.)
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B. Ruling Class Strategies and the Transformation of the Bank

Within two years, the National Bank had undergone a true meta-
morphosis. Conceived as an institution of long-term credit, it emerged
as an agent whose primary function centered on the dissemination of
symbolic money. This transformation was the outcome of the con-
vergence of several strands of the social and economic process. Three
principal groupings of economic power defined that process: the Greek
government, foreign banking and commercial interests, and wealthy
domestic merchants who also filled the vacuum of local credit opera-
tions. For each of these groupings the formation of a bankposed
challenges and presented prospects. None of the three wielded sufficient
power to sponsor a bank under its exclusive tutelage. It was therefore
inevitable that the institutional formula would be erected on the ground
of social compromise. In that sense, the bank could not revolutionize
social relations nor could it initially upset the prevailing equilibrium
of economic power. But one of the outcomes of social compromise was
the autonomy of the bank. This, combined with the development of
monetary power, would become the key to a new economic hierarchy
and a reorganized division of tasks within the ruling social class of
nineteenth-century Greece.

The initiative for the creation of the National Bank came neither
from the state nor from wealthy domestic merchants. The prime movers
were private individuals allied with foreign banking capital. The bank's
guiding eminence and first stockholder of 300 shares was Jean Gabriel
Eynard, a Swiss banker with extensive ties to French banking interests.
His Greek associate, Georgios Stavrou, •became the first director and
would be later voted governor for life. The Rothschild brothers were
among the first stockholders of 100 shares. A major figure among the
merchants of the Hellenic diaspora, Nikolaos Zosimas, was also among
the first holders of 500 shares. Eynard was no novice in Greek affairs.
He had advised governor Capodistrias, traded in Greek war bonds,
financed previous French military expeditions in the Peloponnese and
established Georgios Stavrou in informal banking operations with a
capital of 500,000 drachmas. He had also participated in an earlier
proposal presented by the English house of J. Wright and Company
for the formation of a bank . 9 His familiarity with Greek financial
affairs, his access to the king and top government officials, and his
preexisting banking commitment of half a million drachmas made him
the likely recipient of a government-sponsored banking franchise. But
this outcome had not been spontaneous. Throughout the 1830's the
government had received proposals for the establishment of a bank from
several European financiers. The thread underlying most of these pro-

9See, among others Valaoritis, ibid., p. 6; C. Loukos, "Dix Ans de Tentatives
Pour la Creation d'une Banque en Grece" in Economies Mediterraneennes:
Equilibres, et Intercommunications, pp. 445-9; D. Themeli-Katifori, To Pall Lx6
'Ev8Lcupgpov y Tilv TXXciacc CVO 'nap fobo KOUGoataTp ca, Part B, chapter 1.
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posals led directly to the Greek war bonds. Successive moratoria on
external debt payments by the Greek government had rendered the
bonds practically worthless. The formation of a bank, and the access
it would give to a portion of domestic surplus, were seen as a means
of revalorization of the defunct debt instruments. That none of these
proposals materialized was predicated either upon the reluctance of
foreign bankers to commit fresh capital to Greece in the face of
faltering public finances, or upon the government's wise refusal to
institute a formal linkage between the nascent domestic bank and the
moribund external bonds. 10 Eynard had already committed some capital
and made no apparent demands for linkage. The National Bank was
established as an institution which would act in the private domain
without any ties of its capitalization to Greek war debts. The available
evidence suggests that Eynard and his associates were viewing the
prospects of a banking venture with a favorable eye and, given the
limits of their capital, sought to harness every possible source of
"credibility" in the service of that venture. Their efforts were directed,
naturally, to the collection of other financial capitals. But even as that
task met with increasing impediments, so too would they press their
strategy of amassing all those intangibles that extend and solidify "faith"
in a bank. The monopolistic privilege of note issue was just such
an "intangible" which would leave a permanent imprint on the bank's
character and strategic choices.

The Greek government, for its part, was an eager supporter of the
project of bank establishment. Its eagerness is easy to explain. Both
domestic and foreign credit were scarce. Local money-lenders charged
extortionate interest rates and thus fed constant political turmoil against
the excesses of usury. At the same time, the Greek state was excluded
from European capital markets because it had declared a moratorium on
the largely extortionate debts incurred during the revolutionary war. 11

The creation of a domestic banking institution could conceivably
mitigate both predicaments. It could mobilize domestic wealth, attract
foreign capital, and act as a surrogate borrower in international markets.
Rationalization of domestic credit allocation would, no doubt, strengthen
the economy and thereby also the state's fiscal condition. A circular
issued by the Secretary of the Interior shortly after the first decree of
March 30, 1841, spoke eloquently to these points:

The continuous improvement of agriculture, trade and in-
dustry has for a long time warranted the creation of a lending
bank, and this need has been fulfilled by . . . the law of March
30 which laid the foundations of the National Bank of Greece... .
The government's purchase of a thousand shares has no other
loc. Loukos, op. cit.
11For external loans, their terms and their foreign policy implications see

G. Dertilis, "Ltteeve% 01xovoluxk Zximg xat lIatttxt 'Eapvticrri: 'H 'EX-
napiwcwal 1824-78" 	 `IatopcxcL, September 1983, pp. 145-174.
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purpose but to encourage from the very beginning such a
national establishment, and in any case [the government] does
not consider itself anything but a private shareholder with the
same rights and obligations as all others. Greeks and foreigners
can, without any distinction, become shareholders of the bank....
We do not hesitate to believe that Greeks living abroad and
foreign capital owners, who frequently are obliged to employ
their capitals in doubtful and at times risky enterprises, will
consent, motivated by their own interests, to become shareholders
of the National Bank which offers many advantages and
guarantees.... 12

Particularly noteworthy in this statement is the seemingly commonplace
phrase about the government being a "private shareholder with the
same rights and obligations." Coming from an agent of a highly in-
terventionist and authoritarian state, this was anything but common-
place. Equality of rights signaled the willingness of government to be
a social partner, not a ruler, in the coalition of interests establishing
the bank. Equality of obligations was an oblique affirmation of the
separateness of external public debt from that of the bank: state par-
ticipation in the bank did not carry any extra obligations for the
revalorization of outstanding foreign debts. A tradeoff was thus
materializing. The state was yielding its primacy in domestic monetary
affairs to gain some autonomy from the burden of accumulated ex-
ternal debt. In so doing, it was granting a degree of autonomy to the
nascent institution. A series of subsequent concessions by the government
enriched the bank's armory of intangibles: in August 1841 legislation
was passed granting the bank the exclusive privilege to issue bank notes
and obliging the state treasury to accept them as payment. In August
1842 the public treasury was allowed to change bank notes exceeding
required payments by up to 20%. Finally, in 1844 it was further
stipulated that the treasury would exchange on demand bank notes of
25- and 50-drachma denominations for metallic currency. 13 Each one of
these steps brought the bank note closer to the status of legal tender
and fortified its convertibility with the backing of the public treasury.

Wealthy domestic merchants were the other powerful group in the
social space which the bank sought to enter. In the Greek social forma-
tion of the 1840's theirs was a dual function: they handled both trade
and credit. By all accounts, the two functions joined at the level of
their relationship to agricultural commodity producers. The latter were
the recipients of credit at exorbitant interest rates which "fluctuated
between 18-30% but sometimes even reached 40%, 48% or 80%. 14 The
dual function of the wealthy class as merchants and usurers could only

12Valaoritis, ibid., p. 8, note (8).
13Valaoritis, ibid., p. 15, note (a).
14G. Dertilis, "Hierarchies Sociales, Capitaux et Retard Economique en

Grece (XVIIIe-XXe Siede)" in Economies Mediterraneennes, p. 311.
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mean that they harbored ambivalent feelings toward the establishment
of a bank. As merchants, they could benefit from the provision of
liquidity and from economizing metallic currency reserves which would
be replaced by bank notes. As usurers, they could be damaged by the
diffusion of credit and the consequent erosion of their monopolistic grip
on agricultural procedures. In that circumstance their best collective
strategy would perhaps have been to establish a bank under their own
control and "fine tune" its policies through the dilemmas of their con-
tradictory objectives. But this would probably require a higher degree
of cohesion and of banking know-how than they could muster.'s Nor
was it about to occur with the National Bank on the scene, which they
could not control, invested as it was with the note-issuing monopoly.
The most threatening aspect of the bank's projected operations was
the expansion of property-secured loans at interest rates not exceeding
10%. If such credit were directed to independent agricultural producers
it would break the power of usurers and create new conditions for
the appropriation and reinvestment of the surplus generated in agri-
culture. But this threat was blunted as the bank's orientation shifted
away from mortgage lending through the successive revisions of its
charter. It may have been pressure from merchant-usurers, for example,
that prevented the government from revamping mortgage law as the
bank had insistently demanded. On the other hand, the adoption of
cash credit accounts by the bank was a positive step from the viewpoint
of the merchant class, since its members would constitute the clientele
of this type of credit. The charter of 1843 and the new profile it
projected, provided conditions which would enable social compromise
between the bank and the merchants. Subjective tensions and personal
disagreements must have lingered, however, and their elimination must
have been the goal of the direct intervention of Eynard at about the
time the charter of July 1843 was authorized. In a letter to Georgios
Stavrou on July 7, he wrote:

I would say that those whom we call usurers, being in fact
the richest in the country, must not be enemies of the bank.
Nothing would cause me more satisfaction than if you informed
me that you were in agreement with them. They will surely
pressure you to reduce mortgage loans and increase discounts ...
which are the only means of augmenting the circulation of notes.
In a letter on July 26, 1843, Eynard writes: "Do your best to
secure the entry [into the bank's capital] of the richest merchants

15An eminent member of that class, Theodoros Rallis, had theorized on the
need of the creation of a bank by Greeks (as opposed to foreigners) so that
profits be retained within the country. See D. L. Zographos, `Icpsopta Tqc `Ibp6-
cm; 'EOvtxc Tpaac*Ig (1833-43) and C. Loukos, "Dix Ans de
Tentatives ..." (cf. above, note 9), pp. 446-7. The same Theodoros Rallis is the
object of Eynard's correspondence when he advises G. Stavrou to secure the co-
operation of local wealthy merchants. Cf. below, note 16.
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and chiefly of Mr. Theodore Rallis. It is important to have
among our shareholders even the usurers and, if they are finan-
daily solid, there is nothing wrong with favoring them by
providing loans. " 113

These words were the crowning affirmation of the tendencies in-
herent in the entire revisionary process of the bank's charter from 1841
to 1843. Compromise with the wealthy merchant-usurers was an im-
portant step in the enrichment of its collection of intangibles. The
acceptability of the bank note, secured by the state treasury, was also
being erected in the private sphere through compromise with a merchant
class which then controlled the circulation of commodities.

One parameter remaining fixed throughout the successive revisions
of the bank's charter was the limitation to 10% interest rates charged.
To today's economists, this would suggest credit-rationing and the regula-
tion of financial markets. But such a response would ignore the social
realities of the time. There were simply no financial markets to speak of,
and credit functions were executed by usurers who routinely charged
rates of 18-30% and higher. A maximum rate of 10% could be viewed
as a "marketing" device to penetrate this informal, segmented and
idiosyncratic "market." But it was more. In the public awareness of the
1840's the notion of interest was replete with overtones of exploitation.
The long practice of usury within Greece and the recent extortionate
foreign loans during the revolutionary war were highly visible in eco-
nomic life. The bank wanted to dissociate itself from usury, but, at the
same time, needed to legitimize the charging of interest as a normal,
useful and necessary practice. A limitation to 10% compared favorably
to usurers' rates and furnished evidence of benevolent self-restraint by
an institution which would hold an uncontested monopoly. Its "ideolog-
ical" message was that the bank far from augmenting the ranks of
usurers, would subvert their power. Indeed, this message corresponded
to the initial conceptions of the bank's role. Thereafter, however, al-
though the "ideological" projection remained, the interest limitation
actually performed a different economic function: it guaranteed rela-
tively inexpensive credit to the social partners entering into the final

16Quoted by P. Pizanias, "Rapports de Pret et Domination Economique," in
Economies Mediterraneennes (cf. above, note 9), p. 469. The initial tensions and
the final compromise between the bank's leadership and the domestic merchants-
usurers are documented extensively in this important paper. Pizanias believes
that this conflict was articulated about the time of the last charter revision in
July 1843 and that its resolution was prompted by Eynard's intervention in
which the Swiss banker dictated a "new strategy." This is a highly voluntarist
interpretation of institutional formation, which ignores and cannot explain the
fact that from 1841 until 1843 there was institutional disequilibrium and the
bank charter kept changing. My interpretation is that the contradiction of goals
between bankers and merchant-usurers was feeding this disequilibrium from the
very start and was finally raised by the bank's settling into the role of a
monetary institution.
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institutional compromise—the state and the wealthy merchants. The
former would eventually use bank credit to cover its burgeoning deficits,
the latter would use it to finance an expansion of trade and to conduct
their own credit operations with clients who had no direct access to
bank credit. In fact, the interest limitation implied that the bank would
not stray into risky or speculative ventures. It would make only safe
loans, leaving riskier placements to others. As several researchers have
suggested, this spearheaded a system of "chain finance" whereby the
bank lent to the most creditworthy who, in turn, lent to others on a
descending scale of creditworthiness. 17 It was natural and consistent
for an institution planning to build its growth on convertible bank
notes to stay at the low-risk end of financial activities and exercise
caution. In fact, precisely because of this, the interest limitation was
not a threat to profitability: bank notes were a costless source of
finance. If, for example, the bank were to advance discounts at 8%
up to an amount twice its equity capital, it would earn a return of
16%. Under such conditions the bank could conceal a lucrative practice
behind a virtuous facade.

C. The Social Character of the Bank

As the offspring of social compromise among the major groups of
economic power, the bank could not fall under the exclusive control of
any one of them. Nor could it appear to serve particularist interests.
What it did strive to achieve was most congruent with the terms of
social compromise that made its formation possible: managerial autonomy
in practical terms and, in ideological terms, the projection of a national-
patriotic image. Both aspects of the institutional profile were closely
linked to its emerging primary role as producer and manager of society's
stock of symbolic money.

Safeguards against the bank's managerial autonomy were built into
its charter by provisions excluding relatives from participations in its
governing council and, more importantly, by a provision allocating
votes in shareholders meetings. 18 Votes were not fully proportional to
shares. For example, 5 shares conferred one vote, 50 conferred 4 votes,
100 conferred 6 votes, and no single shareholder was allowed more
than 12 votes. This provision excluded the possibility of controlling
blocks. It afforded practically uncontested power to management and
a guarantee that no special interest group (including the state) could
usurp the bank's functions. At the same time, this broad autonomy
could not be transformed into arbitrary power. This is precisely why
the "ideological aspect" became necessary and meaningful. In its every
pronouncement, the leadership of the bank exuded an air of prudence,

17This phenomenon is noted by Pizanias, ibid., pp. 472-44, Dertilis, "Hierarchies
Sociales ..." (cf. above, note 14), pp. 314-5; Thomadakis, op. cit., pp. 279-80.

18Charter of the National Bank of Greece.
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wisdom and incorruptible authority. It lost no opportunity to portray
its goals as those of a national trust. The bank's appellation as "The
National Bank of Greece," its exclusive privilege to issue notes and
countless references to its "national purpose" fortified the image more
of a social institution than of a private organization. It was "social,"
indeed, since it drew its capital and intangible sources of power from
all sections of a ruling class which portrayed itself as an image of
"society." By transcending its "privateness" and projecting itself as a
trustee of public interest it fortified its prestige as a monetary institu-
tion. In later years it would resist the demands of a credit-hungry
government by invoking the interests of its shareholders and declaring
the need to defend the public interest with safeguards for the in-
tegrity (i.e., convertibility) of bank notes.

The National Bank's formative period was punctuated with prob-
lems and compromises which inexorably structured it as a monetary
institution of considerable authority, but also with restricted fields of
activity. The need and usefulness of such an institution in mid-nineteenth
century Greece cannot be disputed. Its very character, however, centering
on the function of bank note dissemination through the commercial
liquidity supply, held it apart from the credit requirements of direct
producers and, more generally, from the sphere of real investment and
fixed asset formation. Although the creation of a stock of money
in the form of paper liabilities would release social capital which
would otherwise remain confined in metallic currency, the disposition
of this social capital would be left to the choices of the bank's social
partners who were also its prime customers, i.e., bankers, merchants
and the government. Thus the bank could only have a lopsided impact
on economic development. It could not challenge the prevailing eco-
nomic hierarchies which deprived the productive strata of the capacity
of autonomous capital formation. Yet, given its initial parameters and
orientation, it would eventually acquire substantial power and come to
challenge the limitations of the original social compromise which led
to its formation.

II. THE RISE OF SYMBOLIC MONEY:
SOURCES AND USES OF MONETARY POWER

A. The Dimensions of Circulation: 1842-77

For 22 years after its establishment, the National Bank of Greece
was the sole issuer of bank notes in the kingdom. In 1864 the Ionian
Bank was admitted to the Greek financial system. This London-based
bank had preexisted in the Ionian islands and was authorized to issue
bank notes there. When the islands were joined with Greece in 1864,
the Ionian Bank retained its privileges. From 1864-70 Ionian bank notes
represented about 19% of total circulation, and in 1871-77 about 15%.
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Thus, even with a competitor at hand, the National Bank remained the
dominant producer of symbolic money.

Circulating bank notes were one component of the nation's money
stock, and the growth of their volume was spectacular from 1842 through
1877. Average circulation in the formative years (1842 -47) was about
1.2 million drachmas. By 1877 average circulation has reached 37
million, of which 31 million were National Bank notes. In vacuo,
naturally, these absolute changes do not mean much. They must be
compared to the size of the economy which was also growing in that
period. Greek social product in the nineteenth century is not accurately
known. Aside from the absence of compiled statistics, our lack of in-
formation is due also to the presence of a non-monetized sector within
the economy whose production was devoted to self-consumption. Espe-
cially in the earlier part of the century, when the urban population
formed a small percentage of the total, and as the long revolutionary
war had decimated trade, the sphere of non-monetized production must
have been substantial. In fact, recognition of this early condition brings
forth another interesting element concerning the function of such
monetary instruments as the bank note: their role in initiating the trans-
formation of non-monetized production into the production of tradeable
commodities. We will address this matter in detail below. On the issue
of the size of the economy, available (but only approximate) estimates
suggest that Greek national income was in the order of 60 to 80
million drachmas in 1840 and grew to 275 -350 million around 1880:
in 40 years it multiplied 4.5 times.° Compared to this estimate, the
expansion of the stock of bank notes by over 30 times in a comparable
period is a clear sign of their success.

In the interest of more accurate and more revealing comparisons,
we may assess the relative importance of bank note circulation in the
context of two sectors which represented exclusively monetized transac-
tions: public expenditure and foreign trade. For both these sectors,
statistics are available and reasonably accurate. In Table 2, we observe
the comparative magnitudes.

A few observations on the data in Table 2 are in order. Noting
columns (2) and (3) of the table, we observe that from 1841-80
public expenditures and foreign trade increased by 3.5 and 5.4 times,
respectively. This rapid expansion of foreign trade suggests that it was
a leading factor in fostering monetized exchanges and that the Greek
merchant class was gaining broad ascendancy. Secondly, we note that
bank note circulation expanded much more rapidly than either of those
two sectors. The stock of bank notes grew 9 times relative to public
sector expenditures; relative to foreign trade it expanded 6 times.
Finally, the average value of bank notes held per capita rose from 1.33
drachmas in 1842-50 to 24.78 drachmas in 1871 -77. By all standards

19C. Moskof,	 'EOvext xat Hoogavosil /ovearioil aztv 'EXictact 1830-1909
(Thessaloniki 1972); see pp. 167-9 for unnumbered tables of data given.
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TABLE 2
Economic Magnitudes in 1841-80

Average Average
	

Average
Bank notes Public Foreign

	
Population

in	 Expenditure Trade
Circulation

(million drachmas)

(1)	 (2)	 (3)

(1)/(2)
(millions)

(4)	 (5)

(1)/(3)

(6)

(1)/(4)

(7)

1841-50 1.25a 13.60 30.74 0.94 0.09 0.04 1.33
1851-60 4.75 19.60 51.58 1.05 0.24 0.09 4.52
1861-70 21.29b 31.20 105.49 1.28 0.68 0.20 16.63
1871-80 38.91c 47.50 164.75 1.57 0.82 0.24 24.78

NOTES
a. Average circulation in 1842-50.
b. Ionian bank notes are included as of 1864.
c. Average circulation in 1871-77.

SOURCES
Bank notes in circulation are computed from Valaoritis, op. cit., Appendix

Table XVII, and Diagram A. Average public expenditures and population are
reported in C. Tsoucalas, Kowa))) 'AvintoN xoct Kpitog, Athens 1981, Table
V, p. 47. Foreign Trade averages are computed from data reported in M.
Synarelli, "TO 'E cu- 'Epac6pm 'c  TA).i8oc xwcac 2O%) 190 althva," Tec
`Iatopcxd, vol. 1, no. 2, Tables 1 and 2, pp. 351-2.

of comparison the augmentation of bank note circulation was spectacular.
If we, like many, recognize the nineteenth century in Greece as the
era of expansion of the social weight and influence of the state and
the merchant class, we must also acknowledge a fortiori the burgeoning
presence and power of the banking sector; all the more so since, by
the 1870's, over 80% of bank notes circulating formed the liabilities
of a single banking institution.

Convertible bank notes were a national monetary instrument of-
fering no possibility for their export nor much motivation for their
hoarding. Thus, the great increase in their circulation can only be at-
tributed to the residual proximate cause: an expansion of the transactional
base which they served. As increasing shares of the Greek social product
were converted from self-consumed outputs to traded commodities, the
transactional base did expand. But if, as most evidence suggests, foreign
trade was spearheading this process of monetization, a large portion of
the expansion of bank note circulation still remains unexplained; as we
found in Table 2, bank notes in circulation expanded six times as fast
as foreign trade. What brought about this additional expansion? It
must be remembered, of course, that since bank notes remained con-
vertible during most of the period, we cannot invoke large-scale monetary
inflation as the cause of expanded circulation. Any degree of price
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inflation, furthermore, would also have been reflected in foreign trade
values: the six-fold expansion of the stock of bank notes vis-à-vis foreign
transaction would still remain unexplained.

The most plausible explanation is that bank notes progressively
displaced metallic currency as a means of exchange and payment. Thus,
the increase in their circulation was supported not only by increasing
trade but also by a transformation of society's monetary base from
"real" money to "symbolic" money. Although we have no statistics
for metallic circulation in the country in the nineteenth century, indirect
evidence may gleaned from the balance sheets of the National Bank
itself. The bank held its reserves in metallic currency which, since the
bank notes were convertible, was withdrawable on demand. The rela-
tion of metallic reserves to outstanding bank notes was not rigidly
specified. The bank was simply expected to exercise prudence and it
did so scrupulously, in the context of the current economic conditions.
We can therefore interpret its reserve ratio as the outcome of relative
demand for metallic currency versus bank notes. In 1842-50 the ratio of
metallic reserves to bank notes outstanding stood at an average of
57%. In 1871-77, the same ratio stood at an average of 44 %.20 Thus,
demand for bank notes was clearly expanding much more rapidly than
the demand for metallic currency. In other words, "faith" in the bank
note was being enhanced so that the prudent bank could gradually
reduce its metallic cover from 57% to 44% of circulation.

A complementary explanation of the expansion may reside in the
social structures forming around the process of monetization. The
transformation of non-traded outputs to traded commodities involves
more than products. It involves people who assume new roles as
producers, users or intermediaries in the circulation of commodities.
These agents of market activity require money balances in order to
conduct their affairs. As they multiply, so does the stock of money
which they require for transactional or precautionary purposes. The
sale of any commodity always involves its producer, on the one side,
and its final user, on the other. As the number of intermediaries
between these two endpoints multiply (e.g., wholesalers, retailers,
etc.) the stock of money required most probably increases as well.
Thus, an expansion of outstanding bank notes may occur not only
because traded commodities increase, but also because traders increase
as well. Consequently, we may propound the hypothesis that monetiza-
tion and progressive urbanization in nineteenth-century Greece allowed
the emergence of a substantial group of small traders, petty merchants
and retail agents—in short, a petty bourgeois stratum which was carving
out new income possibilities in the monetized economy and contributing
an added component to the demand for money. Evidence in support of
this hypothesis may be gained indirectly from a study of the evolution
and composition of the National Bank's discount business. 21

"Estimates from various years of National Bank of Greece Balance Sheets.
21A detailed analysis of the bank's discount business throughout the nineteenth
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Discounts of merchants' bills of exchange were a primary mechanism
for circulating bank notes. They represented an exchange of merchants'
debt, incurred over a realized transaction, for bank notes. They enabled
a commercial transaction to take place without the exchange of currency
at the time of sale. The buyer would issue an obligation (a bill of
exchange) to the seller, who in turn would present it at the bank for
discount and receive the discount value in bank notes. With this
mechanism bank notes circulated on the basis of transactions and func-
tioned ab initio as an instrument of monetization. Discounting was
therefore a powerful mechanism for the displacement of metallic cur-
rency by bank notes.

The National Bank's discount business grew rapidly and consistently
during this period. The value of the bank's discount portfolio grew
from an average of 1.1 million drachmas in 1842-50 to an average
of 19.4 million in 1871-77. As a portion of total bank lending, dis-
counts rose from 16% in the earlier period to 28% in the later; as
a portion of total private lending (i.e., excluding loans to the state)
they grew from 16% to 37% in the same periods. Discounts thus grew
more rapidly than any other type of credit offered by the bank. If foreign
trade was spearheading internal monetization and the development of
domestic trade, as we have assumed, it is worthwhile comparing its
size to that of the commercial discounts. Two points lend montent to
the comparison. First, inasmuch as foreign trade was managed by a
merchant class mediating between local producers and foreign users,
each foreign trade transaction was either preceded (in the case of ex-
ports) or followed (in the case of imports) by a domestic transaction.
Foreign trade, therefore, had a counterpart in domestic trade, which
could be financed with local discounts. Second, it is appropriate to com-
pare trade figures not to the stock of discount loans at a point in time
but another to the flow of loans over a comparable interval. The requisite
data is presented in Table 3.

The comparison reveals the range which discount finance eventually
acquired in substituting metallic currency with bank notes and in
offering general commercial liquidity. In 1842-50, discount loans could
have covered only 14% of the domestic counterparts to foreign trade.
By 1871-77 they could have covered a dominant share of 60%.

The rapid aggregate penetration of discount finance was apparently
not limited to the initial clientele of large merchants. Rather, it was
accompanied by clear signs of increasing differentiation in the composi-
tion of credit recipients. The gradual extension of discount financing
to small-scale transactions is an indication of such expansion. For
example, the average bill of exchange discounted at the bank's head-
quarters in Athens declined from a value of 3,749 drachmas in 1861-65

century can be found in S. Thomadakis, Movii Itat 'Exxcocatal.tbc Obtovo-
niac (MIET Athens, 1981). Specific findings reported below are drawn especially
from Chapters 4 and 6.
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TABLE 3
Discount Loans and Foreign Trade

Discount Loans
Extended

(1)

Foreign
Trade
(2)

(million drachmas)

(1) I (2)
1842-50 4.32 30.74 0.14
1851-60 12.86 51.58 0.25
1861-70 45.54 105.49 0.43
1871-77 99.33 164.75 0.60

SOURCE
Column 1: Accounts of the National Bank of Greece.
Column 2: Table 2.

to 1,964 drachmas in 1875-80. Furthermore, the bank expanded ge-
ographically through creating provincial branches over this period. In
the 1840's its only office was in Athens, but in 1860 it had six branches,
in 1872 fourteen, and in 1877 its network included 22 branches. A
detailed study of branch accounts has shown that discount of bills was
the leading activity of each new branch. The average value of discounted
bills gradually declined in the branches, progressing from older to
younger establishments." Finally, we should add that in 1861 the
National Bank (apparently under pressure from the government) ex-
tended lending by means of discounts to agricultural producers and
landholders, and this involved an enlargement of its clientele."

The bulk of this evidence suggests that the bank was extending its
discount facilities to new, smaller, occupationally diverse and geograph-
ically varied customers. It thus enlarged its bank note circulation and
enabled symbolic money to penetrate more deeply into the pores of the
emerging economy of exchange. In an important aspect of this process, the
strata of small merchants, agricultural traders and even urban artisans were
gaining access to credit facilities. They were thus gradually absorbed
into the coalition of interests which buttressed the new monetary system
based on the bank note. The bank's armory of intangibles thereby
extended beyond the limits of the original social alliance (large mer-
chant-usurers and the state) which guaranteed the initial acceptability
of the bank note. As we shall explain later, the integration of petty
bourgeois strata into the process of "money creation" brought a new
dimension to the bank's power and capabilities.

22S. Thomadakis, op. cit., pp. 125-143, and especially Tables 6-4 and 6-5.
231. A. Valaoritis, ibid., p. 35. On the development and policies of agricultural

credit since 1861, see Th. Kalafatis "Politique Bancaire et Credit Agricole en
Grece 1861-1901" in Economics Mediterraneennes: Equilibres et Intercommunica-
tions (Athens, 1986), vol. II, pp. 395-408.
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If one were to make a sweeping statement about monetary arrange-
ments from 1842-77, •it would be fair to characterize these years as
the era of the rise of symbolic money in Greece. The acceptance which
convertible bank notes gained in the period clearly represents a moder-
nization of the country's economic mechanism. Its benefits were tangible
and multiple. It made resources available which would otherwise have
remained frozen in metallic currency. It freed the internal system of
payments from the need of physical transport of metallic values which
had been exposed to the risks and delays of bad roads, bad weather,
bandits and the like. It enhanced the integration of regional markets
into an increasingly unified national market. It made possible a flexible
method for the creation of liquidity which served the needs of ag-
gregate and regional growth in monetized exchanges. Finally, it offered
a measure of rationalization in the domestic allocation of credit and
created means and structures necessary for the development of financial
savings. All these advances constituted the formation of a monetary
mechanism which had the capability to support and foster the accumula-
tion of capital on a national scale. The extent and forms which this
accumulation were to assume did not, however, derive simply from
capability. They depended, rather, on how, by whom, and for what stra-
tegic objectives this potential was realized.

B. Aspects of Monetary Power

The social compromise which had enabled the launching of the
National Bank of Greece had also steered it to the functions of a
monetary institution. The dissemination of bank notes into an expand-
ing system of exchange and payments was a strategic element in that
function. Over the thirty-five years following its establishment
in 1842, the National Bank turned this strategic choice into an
indisputable success. The penetration of the bank note into small
scale •transactions and regional exchanges was truly impressive. The
establishment of the bank note as a widely accepted means of payment
invested the National Bank with the enormous economic power which
comes from the ability to create money: the power to create money
enables one to take command over real resources by symbolic means.
Such is the essence of monetarypower. It can, under certain conditions,
be likened to another system of gaining command over real resources
by symbolic means; the power of the state to impose taxes. For example,
fiat money issued by governments is only another facet of the state's
power to tax. But the bank notes issued by the National Bank were not
fiat money. They were convertible to metallic values on demand. This
convertibility, and the policies required for its maintenance, circum-
scribed the range of the bank's monetary power. Two questions arise
in this context. First, what possibilities for discretionary choice did the
bank have within the limits of the convertibility rule? Second, why did
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the bank, a virtual monopolist, chose to abide by that rule for as
long as it did? We shall discuss these two questions in the present
and following sections.

The field of discretionary choice under a regime of bank note con-
vertibility was in fact quite wide. It enabled the bank to exercise power
and design strategy rather than merely react to conjuncture. And the
field of choice opened as the bank note itself gained increasing ac-
ceptance. We recall from the previous section that the metallic reserve
which acted as a cover for the convertible bank notes gradually
declined in comparison with the value of bank notes outstanding. This
fact by itself signifies that the costs of the promise to convert bank
notes on demand were declining and that the bank's latitude in cir-
culating bank notes was correspondingly expanding. Aside from the
need to maintain fractional metallic reserves, the issue of bank notes
was a costless source of lending capacity. As the metallic reserve ratio
declined, the bank's increasing monetary power found its major manifes-
tation in the growth of its earnings. The National Bank's sources of
finance and net profits appear in Table 4.

Three observations emerge from the data in Table 4. First, there
is a substantial growth of banking capital as shown in total sources:
capital grew 8% per annum over the period of convertibility. Second,
the share of bank notes, in the bank's total sources increases, sig-
nifying an intensification of its monetary character. Third, there is an
increase in the mass of net profits accruing to shareholders and in
the rate of profit. Growing profits always increase the prestige and
discretionary powers of the management of an economic entity to
make decisions about their disposition. More generally, growing size
and profits are prerequisites for the amassment of economic power,
and the National Bank clearly fulfilled these prerequisites.

Any money-creating institution enjoys a wide range of discretionary
choice in selecting the customers to whom money is allocated via
credit. In an already monetized economy this allocative function supports
the survival and the reproduction of economic agents which execute
the tasks of production and exchange, depending on their creditworthi-
ness, reputation and future prospects. As the final arbiters of credit-
worthiness, reputation and future prospects creditors wield the power
to discriminate between prospective borrowers. The decision to lend or
not to lend may at times carry the power of life and death over an
enterprise. In an economy which is in the process of developing monetized
exchange, and especially in one wielded by a monopolist institution, this
power is even greater. New agents and ventures strive to assume eco-
nomic roles which did not preexist, habits of timely repayment are not
yet in place, property values are undefined and reputations are non-
existent. Under such conditions, economic calculations are replete with
imponderables which rule out objectivity in the determination of credit-
worthiness. As in all decision-making contexts, the dearth of rules
enlarges discretion, case-by-case judgments, and even arbitrary discrimina-
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tion. Rules eventually emerge only with experience and as the results
of alternative discretionary actions become more predictable. The main
point of these reflections is that in mid-nineteenth century Greece the
National Bank did not enter a preexisting credit market or submit to
a discipline of prevailing rules. Rather, it was creating the market and
establishing the discipline. The growth of its available lending means,
spearheaded by the increasing demand for bank notes, generated pressures
for an expansion of its clientele beyond the original "social alliance" of
large merchants and the state. Furthermore, as we have observed, the
clientele expanded to include smaller and geographically dispersed bor-
rowers. It is probable that the bank's decision to offer credit to the
small merchant determined the success or failure of his venture. It is
therefore also likely that the extension of credit was a life line regulat-
ing the survival and growth of these economic agents and, in a more
general sense, of sections of the petty bourgeois strata coalescing around
the onslaught of monetized exchange.

From the bank's standpoint the extension of credit and bank note
circulation to small traders also had tangible implications. If credit and
circulation had been limited to the state and large merchants, the
demand for bank notes would depend on the discrete decisions of a
few large agents who, because of their importance, could pressure the
bank for better terms, favorable treatment and the like. In other words,
the bank's dependence on the willingness of a few large agents to
hold bank notes would have locked it into a system of bilateral mono-
polistic antagonisms in which the power of the borrower would counter
the power of the lender. In actuality, however, since credit and cir-
culation were spread among a larger group of smaller agents, the demand
for bank notes became less negotiable and acquired the features of a
statistical phenomenon. This meant that the lender did not depend so
much on the willingness of any single borrower to hold bank notes or
convert them; it also implied reduced lending risks through pooling.
Both elements contributed positively to the power and profitability of
the bank. As its clientele spread to diverse groups, the contestability of
its monopoly position was correspondingly diminished.

The bank's growing power in the private sphere could be seen
as an opportunity to transcend its strictures originally imposed by the
powerful merchant-usurers. We recall from Part II that this group was
favorably disposed toward an institution which would generate
commercial liquidity but negatively disposed to one that would extend
credit directly to producers by means of property-secured loans. Their
chief bargaining power depended on their willingness to hold bank
notes and on their ability to destroy the credibility of that monetary in-
strument. After the bank note had found wide acceptance, however,
this power was far less formidable, and their own interests would have
been damaged by an attempt to undermine the bank note. How did
the bank respond to this rearrangement of power in its favor? Did
it move toward the original conception of a 'slender-to-producers" which
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had been compromised by pressure from merchant-usurers in 1842?
In order to approach this question it is necessary to examine the
evolution of the bank's lending portfolio. This is shown in Table 5.

Table 5 arranges private loans in three categories: Discounts, Cash
Credit Accounts (CCA's) and Medium- and Long-term loans (ML
loans). The latter included mainly property-secured loans and a small
component of collateral loans. Discounts and CCA's were short-term
and mostly directed to creation of commercial liquidity. Medium-and
Long-term loans were mainly directed to fixed asset formation and
could therefore directly affect the conditions of investment and produc-
tion. The fourth column shows the holdings of company shares in the
portfolio, which also qualify as long-term investments.

As a proportion of total private assets held by the bank, ML loans
underwent a rapid reversal in the first two decades of operation, de-
clining from 62.3% to 16.4%. This steep decline was the outcome of
the original compromise with the merchant-usurers. Most of the loans
appearing in the 1840's had been contracted in the very beginning of
the bank's operation but, being longterm, they lingered in the portfolio
for some time. Subsequently, in the 1860's and 1870's the proportion
of ML loans in total private loans recovered to a steady level of about
24%. Holdings of equity shares were perpetually minute. After the
reversal of the 1840's, the chief orientation of the bank to short term
commercial loans was clearly to become permanent. The "developmental
function" of facilitating fixed asset formation was submerged to the
"liquidity function" of bolstering commercial transactions.

The provision of medium- and long-term credits, was, of course,
contingent on the bank's own capital structure. Its equity capital as
well as a portion of its deposits (i.e., time deposits) represented medium-
and long-term capital drawn by the bank. Medium- and long-term
uses of funds as a share of medium- and long-term sources developed
as follows :24

1842-50: 82% 1851-60: 19%
1861-70: 30% 1871-77: 27%

After the first decade and the initial large commitments to property-
secured loans, the bank channeled only 20-30% of its medium- and
long-term sources into medium- and long-term uses. It was therefore
converting 70 to 80% of the medium- and long-term capital which it
drew into short term assets. This amounted to a large-scale distortion of
the financial flows and to a suppression of possibilities for developmental
finance which were within the bank's capabilities.

The avoidance of risks was a fundamental feature of bank policy
which directed it away from long-term commitments. Even the modest
resurgence of property-secured loans after 1860 was implemented after
a law was passed in 1859 strengthening the bank's recourse against

24Estimates from various years of National Bank of Greece, Balance Sheets.
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default on such loans, and after the government had exerted sub-
stantial pressure for the development of property-based credit. 25 This
pressure by the government reflected political realities in the context
of a monetizing economy. We should recall that the constitution of
1844 had extended suffrage to men of some property who either
exercised a "profession" or were self-employed. As monetization pro-
ceeded, the ranks of voters probably swelled with independent producers
of some property whose demand for credit was articulated through the
political system.

The bank's obvious reluctance to extend long-term credit must be
traced to the very foundation of its power. This power, based on the
acceptance of convertible bank notes, was easily jeopardized by risky
ventures. For example, the default on a large loan could generate
anxieties about the general "faith" of the bank and undermine con-
fidence in the bank note. Thus, there appeared a financial paradox:
growing faith in the bank note enhanced the bank's independence from
merchant-usurers and its general ability to collect capital in the form
of equity, time deposits or bonds. Thus, it created possibilities for the
supply of long-term capital. At the same time, however, the need to
preserve faith in the bank note dictated the avoidance of risk and
suppressed the supply of long-term capital by the bank. This paradox
implied that the bank, a prisoner of its own power, would not engage
in "developmental finance." The obvious solution to the paradox would
have been an institutional separation of the issue function from the
long-term credit function Which would sterilize the former from the
risks of the latter. It is a matter for additional research that such a
solution did not materialize in mid-nineteenth century. The lack of
any institutional reform can probably be traced in some degree, however,
to the resistance • of the National Bank itself which was ill-disposed
toward the formation of another bank and its own compartmentaliza-
tion. As the bank's official historian aptly expressed when mentioning
the mortgage law of 1859, "The activity of the bank to aid the class
of property owners, which was a chief objective of the government, was
so successful and sincere that there was no more strongly felt need of
a new and general regulation of the bank's activities as an institution
of property-based credit." 26

In public finance, the relations of bank and state underwent change
during the period. A glance at the last column of Table 5 indicates
that, whereas in the first two decades of operation the state was not a
significant borrower, in the last two decades it became an important
one, absorbing about 10% of total lending in the 1860's, and 26%
in 1870-77. It should be recalled that at the time of the bank's found-
ing, the relationship of bank and state was chiefly of an institutional-
political nature. The state had given tangible and intangible support to

251. A. Valaoritis, ibid., pp. 34-6.
261. A. Valaoritis, ibid., p. 35.
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the bank, purchasing 1,000 shares, ceding the monopoly of bank note
issue and enabling it to project an image as a national institution. These
conditions had given it considerable operational autonomy from the
state. But this autonomy was always bounded by legislative power which
could alter, weaken or eliminate its bank note monopoly. At times of
fiscal shortfall or crisis, the government used this leverage to obtain
credit on good terms, the most notable case occurring in 1867-70. 27 As
lending to the state increased and commanded a sizable share of the
bank's loan portfolio, relations between bank and state took on the
aspect of a growing financial interdependence. The bank's integrity
was necessary for the state to be able to maintain its channels of credit.
The solvency of the government, on the other hand, was necessary for
the bank to maintain its own credibility. Any default by the govern-
ment could irretrievably compromise the bank's financial integrity. On
one level this growing interdependence compromised the autonomy of
the bank since it subsumed its choices to a system of bilateral power
games. On another level, however, the bank's power became closely
intertwined with that of the state. When, for example, one fourth of
the loan portfolio was placed in state obligations, the appropriation of
interest by the bank became contingent on the power of the state to
absorb social surplus through taxes. Ultimately, the intermingling of
bank and state interests led to the subversion of bank note convertibility.
In 1877 compulsory circulation of bank notes was declared and per-
manently established for the remainder of the nineteenth century and
beyond. The metallic reserve was replaced as cover for bank notes by
state obligations. The basis of monetary power, which had been the
credibility of the bank's own obligations, would now shift to the
credibility of the state's obligations. Monetary power, therefore, would
become a more explicit manifestation of the state's own power to ap-
propriate social surplus by tax fiat.

C. Financial Crises and the Choice of Convertibility

The findings and conclusions of the last two sections of this study
yield a strong implication about the role of bank note convertibility:
it imposed on the bank an avoidance of risky ventures and a preference
toward liquid commercial credits. More generally, the maintenance of
convertibility implied throughout a limit on the amount of bank notes
in circulation, since any excess would be quickly converted into metallic
currency. In terms of day-to-day banking operations, convertibility was
a regime which greatly simplified what we today would call "monetary
management." The bank did not worry about "monetary targets" or
upper limits on the supply of money to the economy. As long as it
was presented with sound commercial bills for discount, it could ex-

27See section C below for a brief description of the conflict between the
government and the bank in that period .
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change them for bank notes. 28 The limit on bank note circulation was
self-enforceable, since traders could convert their excess bank notes into
metallic currency on demand. In fact, the management of the bank
had theorized as early as 1842 about the self-enforceable character of
limits on bank note circulation under a regime of convertibility.
Georgios Stavrou stated to the assembly of shareholders:

The use of credit money (i.e., bank notes) is not compulsory.
Depending on the conditions of trade, the confidence inspired
by the bank, and the habits of people, a certain amount of bank
notes circulates.... As the public is satiated by bank notes,
averting the excess, it pours them back into the receptacle whence
they came. For that reason the projected increase is not dan-
gerous, taking place gradually insofar as public wealth increases."

The view that there could be no overissue under a regime of bank
note convertibility was, of course, no invention of the enterprising Mr.
Stavrou. It reflected long-held notions of the monetarist leadership of
the Banque de France and echoed positions of the "Banking School"
in the English monetary debates of early nineteenth century." Conver-
tibility, in brief, was a doctrine with two virtues from the perspective
of the National Bank. First, it was simple to implement in day-to-day
management. Second, it was prevalent in the European monetary
paradigm from which the leadership of the bank drew lessons and
inspirations.

The main drawback of the system of convertibility was its sensitivity
to sudden shocks in the demand for or supply of money. These could
arise from bad judgments or from unforeseen economic events, and
they could be compounded by panics or bursts of speculation. Thus, for
example, bad judgments in the quest for rapid profit growth could
prompt the bank to move too quickly or abruptly in augmenting its
issue of bank notes through discounting. This suddenness could feed
anxieties about oversupply and induce rash conversions of bank notes
into metallic currency. In a regime of convertibility, such rushes were
the nightmare of banks, whose capital base could be depleted in a
short interval. They could in a short interval deplete them of reserves,
leading to a violent shrinkage of their capital base. Thus, in order to
minimize the range of bad judgments by its own cadres, the National

28This policy represented the "real bills doctrine" espoused by the National
Bank. For additional discussion of Bank policy in this respect see P. Petrakis,

TpcuteCtxii XpvlaToar5Tirrri Toe A./11100E0U Ital. Ton 'IbuaTcxol3 Toga crciiv
XiStx 1844-69 (MIET Athens, 1985), Ch. 3, and especially pp. 125-6.

"Quoted from "'ExCisatc nap/ TO Mau Ravovtol.to8 'Ac 'EOvcseilg Tilg TA-
XiSoc Tpccr4/c," submitted by G. Stavrou on October 10, 1842 (Reprinted in
I. A. Valaoritis, ibid., as Appendix A, p. 286).

300n the practices of the Banque de France, see C. P. Kindleberger, A
Financial History of Western Europe (George, Allen and Unwin, 1984) pp. 100-2.
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Bank declared that it was against competition in the field of bank note
issue but in favor of a very gradualist approach to the expansion of
credit. But if the minimization of judgmental errors was to somewhat
amenable to control by top management, exogenous crises were not.
During the 35-year period of convertibility, two such crises appeared
with sufficient force to necessitate the temporary abolition of conver-
tibility: the crisis of 1848 and that of 1868-70. A brief examination
of these crises can furnish a clear illustration of the weakness of a
system of convertibility. It can also expose the logic under which, in
every case, the bank rejected compulsory circulation as a permanent
arrangement and labored instead for the re-establishment of convertibility.

The crisis of 1848 was of international extraction. It originated in
London in late summer 1847, spread to the continent at the end of
the year, and became entangled with the revolutionary events in France
and Germany, reaching a peak in March 1848. 31 Its impact on Greece
was felt through the diminution of exports (especially currants) and
through a constriction of foreign mercantile credit which led to a
"disproportionate export of metallic currency." 32 These shocks were
reflected in the bank's position by an increasing failure of borrowers
to honor their obligations and by a rapid conversion of bank notes into
the meager supply of metallic currency. In January 1848 the bank's
metal reserves stood at 690,000 drachmas against a note circulation of
1,974,000. By March, reserves had shrunk to 215,000, while notes stood
at 1,540,000. 33 The bank's faith was in imminent danger. It handled
the crisis in two phases. The first, which lasted from March until
August 1848, saw a violent contraction of credit, with the bank refusing
new credit and calling in outstanding loans. Furthermore, at the request
of the stockholders' assembly, a law was promulgated on April 4, 1848,
containing the following provisions: (1) convertibility was suspended
for five months; (2) the state treasury would accept bank notes in pay-
ment with an overvaluation of 2% to be paid by the bank; (3) holdings
of bank notes over five months would draw interest payments of 10%;
(4) the value of outstanding bank notes could not exceed 1.5 million
drachmas (the approximate amount outstanding at the end of March).
During this first phase, its restriction on granting credit was so drastic
that outstanding bank notes declined by the end of August to 414,000
drachmas. Thus, despite the suspension of convertibility which gave
some latitude to bank note circulation, the bank chose to contract the
money supply severely. Naturally, this exacerbated the local crisis by
creating a liquidity shortage. Under such great pressure, local merchants
clamored for an expansion of credit and for a protracted suspension of
convertibility in order to loosen the restraints on the bank. 34 In August

310n the financial aspects of this crisis, see C. P. Kindleberger, Manias,
Panics and Crashes: A History of Financial Crises (Basic Books, 1978), pp. 126-9.

321. A. Valaoritis, ibid., p. 19.
33I. A. Valaoritis, abid., p. 20.
34Aside from public statements, the merchants' viewpoint was presented in
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a second phase began. In partial response to merchants' urgent pleas,
the government, with the bank's agreement, promulgated a new decree
extending the suspension of convertibility to April 1849, reducing the
interest obligation on bank note holdings and raising the maximum of
circulation to 2 million drachmas. From that point, the bank gradually
increased the supply of credit, increasing circulation from 414,000
drachmas in August to 1,234,000 in December. Conditions tangibly im-
proved as metallic currency returned •to the bank's vaults. Metallic re-
serves which had stood at 253,000 drachmas in August rose to 1,080,000
in December. As a result, the bank hastened to re-establish convertibility,
before •the December 16, 1848, deadline established by the August law.

The crisis of 1848 has interesting aspects, many of which lie beyond
the scope of this paper. 35 But let us concentrate on three essential points.
The first point is that the suspension of convertibility was conceived
as a defensive measure designed to safeguard the bank's metallic reserves
under conditions of panic and speculation. In that sense, it represented
a temporary defense of the very system of convertibility. The retention
of a minimum mass of metallic reserves was a precondition for the
bank's ability to re-establish convertibility after the crisis had settled.
The second point is that once the rule of convertibility was suspended,
it was necessary to formulate (and give legislative sanction to) a
quantity rule which limited bank note circulation to a pre-specified
maximum. Since this maximum was based on the amount circulating on
the eve of the suspension, it actually reflected a constraint not to increase
bank note issue during the suspension. One may wonder why the bank
sought this rule when it could very well control the circulation of its
own notes and actually did restrain it to levels far below the maximum. 36

Two reasons suggest themselves: first, a legislated quantity rule was a
credible reassurance of the bank's aversion to "debasement of the cur-
rency" by overissue; second, a quantity rule invested with the force of
law could function as a defensive wall against demands for emergency
credits to the bank's social partners.

the bank's stockholders' assembly by Loukas Rallis who repeatedly proposed that
the bank act in effect as a source of emergency credit. His proposals, however,
were never accepted by voting majorities, although they led to lively and long
discussions. (Cf. Minutes of stockholders' meetings of March-July 1848 in the
Archives of the National Bank of Greece.)

35Two interesting aspects of that crisis deserve further research. One is the
extent to which the crisis acted as a mechanism for the mobilization of passive
hoards of metallic currency. There is some evidence, for example, that Turkish
coin, which was illegal, reappeared in circulation (Valaoritis, ibid., p. 20). The
other is the internal debate which took place within the stockholders' assembly
in which there appeared "novel" proposals such as the rediscount of the bank's
discount portfolio in the open market. Though voted down, such proposals tended
towards the idea of a secondary market in merchants' bills and other liquid
securities.

36For a discussion of this issue and the implications of the bank's insistence
on a legislative enactment of the quantity rule, see P. Petralcis, ibid., pp. 73-5.
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The last, and perhaps most important, point is that in the first and
most severe phase of the crisis, the bank completely distanced itself from
the role of "lender of last resort." Instead of extending credit to hard-
pressed merchants, even within the limits allowed by the quantity rule,
it enforced a huge contraction. Even worse, in its attempt to defend
its capital base it effectively demonetized the bank note by converting it
from a means of payment to an interest-bearing asset. This meant that
even those bank notes which remained outstanding during the crisis
were probably removed from circulation and held as portfolio assets.
The refusal to act as the lender of last resort, the violent contraction
of credit, and the demonetization of the bank note all compounded the
crisis. The bank's crude monetarist approach functioned as a mechanism
which magnified rather than dampened the effects of an exogenous
shock. It therefore overwhelmingly chose to safeguard the integrity of
symbolic money and defend the value of its capital at the expense of
the devaluation or complete destruction of other capitals within the
country. The crisis of 1848 was a dramatic instance in which "symbolic
values" and "real values" contradicted one another. But the integrity
of "symbolic values," fortified by the institutionalized power of the
National Bank, won out in the end.

The crisis of 1868-70 was of national origin. In 1866 a revolt had
broken out in Crete against Turtkish rule. The revolt began in the heroic
province of Apocoronas and quickly spread to the whole island. Greek
public opinion was vastly excited and moved by the rebellion, and a
stream of volunteers and supplies began flowing into Crete. Emotions
reached a climax when some rebel soldiers and many non-combatant
women and children, seeking refuge in the ancient monastery of Arcadi,
blew themselves up as the Turkish army was breaking through the
gates. This supreme act of self-sacrifice led to broad mobilization in
Greece in which the government supplied materials, armaments and
navy vessels. It abstained, however, from declaring war on Turkey.
Hostilities in Crete continued throughout 1868 and until spring 1869.
The protracted economic drain on public resources became more pressing
as a growing stream of Cretan refugees flowed into Greek ports.

The mounting pressures on the state treasury in 1867-68 led to
constant government requests for credit and increased tensions between
the government and the National Bank. 37 Only with great reluctance
and on increasingly stringent terms did the bank extend credit. Out-
standing credits to the government, which stood at 5 8 million at the
end of 1865, grew to 8 5 million in 1867 and 14.1 million in 1868.
But before the end of 1868 things had already come to a head. In
October the government requested a loan of 10 million, threatening
that if the bank refused, the government would issue fiat money, a
manoeuvre which would destroy the bank's monopoly of issue and

371. A. Valaoritis, ibid., pp. 45-58, provides a detailed description of the
developments in those critical years, from which we draw the summary in the
following paragraphs.
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represented the ultimate lever of government pressure. As the bank
relented and temporized to avert the •threat, the minister of finance
presented a new request in mid-November. The government now
needed a loan of 50 million, 10 million of which were required in
metallic currency. The government's plan was for the bank to issue
the remaining 40 million in additional bank notes and simultaneously
institute compulsory circulation. The 10 million in metallic currency
represented the bank's entire reserve, which was held against outstand-
ing bank notes of about 23 million in November 1868. After many
moves, countermoves and intense negotiations, agreement was reached
and formalized by royal decree on December 30, 1868. The agreement
stated that the government would refrain from issuing fiat money and
circulate bank notes instead. Both the National and the Ionian Banks
would lend the government a total of 21 million. The National Bank
would provide 14 million (4 in metal currency and 10 in bank notes).
The Ionian Bank would lend 7 million (2 in metal currency and 5 in
bank notes). Quantity limits on •total bank note circulation were placed
at 36 million for the National and 12 million for the Ionian Bank.

Through 1869, and as conditions normalized, the government repaid
loans and the National Bank contracted credit to the private sector.
Consequently its circulating bank notes never exceeded 26 million
drachmas, remaining well below the 36 million limit. The metallic reserve
was progressively reconstituted, and in July 1870 both banks simul-
taneously re-established convertibility.

The crisis of convertibility in 1868-70 differed in several ways from
that of 1848. It was of national rather than international origin and
pitted the bank in direct conflict with the government, putting their
respective powers to a test. It also brought into much sharper relief the
implications of a transition from convertibility to compulsory circulation.
Technically, this transition would mean that circulating bank notes would
be backed not by a metallic reserve but by the faith of government
obligations held by the bank. In a broader social sense, this would
imply that the division of tasks between bank and state would lose its
clarity, and that the state would be reclaiming for itself at least some
of the prerogatives of monetary power. The stance of the National Bank
throughout the crisis revealed its fundamental resistance to such a
development.

There were also notable similarities in the articulation of bank policy
in the two crises. As in 1848, the suspension of convertibility in 1869-70
was accompanied by a ceiling on maximum circulation. But in both
cases the bank strove to hold circulation well below the maximum. In
1869-70, it explicitly attempted to "sterilize" the money supply from
the effects of increased public borrowing by complementary reductions
in private borrowing. It thereby undertook to defend the value of its
bank notes against overissue, but in so doing it transmitted the crisis
from the region of public finance to that of private liquidity.

This examination of the two crises of convertibility makes abundantly
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clear the National Bank's strong adherence to the principle of conver-
tibility. Its policies in the interludes of suspension of the convertibility
rule were conceived and designed with the clear objective of its re-
instatement. A most revealing statement about this persistent "ideological"
choice of the bank was made by its governing council on the occasion of
the government's request to borrow the entire metallic reserve in 1868:

The bank, as things stand today, owes its power and existence
chiefly to the metallic reserve kept in its treasury. That produces
the possibility of circulation of its notes without devaluation. From
that metal reserve, it (the bank) draws its credibility both inside
and outside the country; as soon as the bank remains without
these reserves, its credibility vanishes ... and this will result in
drying up one of its sources, that is, in the cessation of new
deposits of currency as well as (in) the danger of withdrawal of
existing deposits. . . . Besides these consequences, the bank will
be forced to stop its international transactions to the great
detriment of commerce, since its correspondents abroad deal with
it only on the basis of metallic currency, which has everywhere
real value.as

In the context of nineteenth-century Greece and Europe, this state-
ment is frought with multiple meanings. An interpretative reading re-
veals three points. First, bank notes should be as good as metallic cur-
rency (i.e., impervious to devaluation), and this required the main-
tenance of metallic reserves and convertibility. Without such conditions
they would presumably devalue. This strictly monetarist attitude shaped
the bank's policies throughout the period of convertibility with all the
implications of "prudence" and "risk-avoidance" characterizing them.
Second, the inference that the metal reserve was the source of the bank's
power and credibility implicitly juxtaposed two models of monetary
power. One was the model pursued by the bank, involving metal reserves
and convertibility. The other involved inconvertible bank notes backed
by state obligations. For an issuing institution, the latter model could
prove more lucrative as the reserves themselves, unlike metal reserves,
could be earning assets. This advantage was overshadowed, however,
by a broader disadvantage. With incovertible bank notes backed by state
obligations, faith in the bank would be predicated on faith in the state.
The state was thereby given considerable leverage over the bank. This
system would also make the bank directly vulnerable to the fiscal vicis-
situdes which national and international politics imposed on the state.
On the contrary, under convertibility, the bank's faith was directly
founded on its metallic reserves. Ownership of this tangible "treasure"
conferred on it a degree of autonomy from the strategies (and mis-
fortunes) of its borrowers, precisely because its reserves held intrinsic
value. In short, at the core of the choice of convertibility was the issue

381. A. Valaoritis, ibid., pp. 50-51.
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of the bank's autonomy. Third, metal reserves, as international money,
were the basis for the international credibility of the bank. This was an
additional and important dimension of its autonomy. Its standing as a
creditworthy institution in foreign money and capital markets could
enable it to act as an independent borrower and to interject its obliga-
tions in international commercial transactions. These possibilities en-
hanced both its earnings and its prestige and rendered it an important
participant in the developing integration of the Greek economy into
the world market.

III. RECAPITULATION AND CONCLUSIONS

For thirty-five years-1842-1877—convertible bank notes were the
dominant form of symbolic money in Greece, and at an accelerating pace
they displaced metallic currency. In terms of monetary arrangements,
this step was one of significant progress. Not only did "circulation come
to be carried on by a new wheel, which costs less both to erect and
to maintain than the old one," as Adam Smith had expounded seventy
years earlier; it also led to rationalization and greater efficiency in the
national system of payments. Furthermore, the propagation of bank
notes was co-determined with the expansion of a credit network and
with the creation of new possibilities for the realization of financial
saving.

This progressive step occurred within an economy which was under-
going significant transformation: The sphere of non-monetized produc-
tion was shrinking while an increasing share of social output was
produced for the market. The propagation of bank notes facilitated and
bolstered this process in several ways. It offered a standardized means
of exchange, it boosted the use of merchant bills of exchange by making
possible their conversion to bank notes through the discount mechanism
and economized on the expenses of keeping and transporting metallic
money. The rationalization and expansion of credit supported the social
strata which were spearheading the transformation to monetized
production.

At the source of bank note propagation stood a dominant institution
of issue: The National Bank of Greece. The spectacular rise of bank
note circulation signified an equally spectacular increase in its economic
power. Its capital and earnings grew three times as fast as national
income and almost twice as fast as foreign trade. In the 1870's the
bank's net profits amounted to 10% of government receipts: the bank
had clearly become the major single appropriator of social surplus
product. Also in the 1870's its discount loans alone covered an amount
equivalent to 60% of foreign trade: it was partaking in a major share
of profits from trade.

The enormous economic power amassed by the National Bank derived
initially from its monopolistic hold on issuing bank notes. Beyond
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that, however, it was extended and solidified by a series of policies
designed to uphold the value of bank notes and defend their integrity
by making them "as good as metallic currency." These policies were
all premised on the principle of bank note convertibility. They em-
braced gradualism in monetary dissemination, risk avoidance in credits,
a distinct preference for (flexible) short-term lending, and a strictly
monetarist response to financial crises. Together, these policies imbued
the bank with a deeply conservative corporate culture. A corollary of its
conservatism was its painstaking effort to maintain and enlarge its
autonomy. This much was obvious in the structure of its governance
with a limitation on the power of shareholders' blocks and strong
centralized management. It was also inherent in the strategy of diversify-
ing and enlarging its clientele. Finally, it was closely intertwined with
the bank's adherence to the principle of convertibility. The progressive
substitution of metallic currency by convertible bank notes in circula-
tion allowed it to become society's custodian of specie. Its metallic
reserves were a large centralized pool of intrinsic value and a means
of international exchange. Inasmuch as they furnished a cover for bank
notes and excluded financial claims (i.e., state obligations), they pro-
tected the bank's independence from the pressures of the issuers of
such claims. They also enhanced its international credibility.

How do we assess the impact of a powerful, autonomous and con-
servative financial institution on the economic transformation of society?
Monetization, or the transformation of non-traded outputs to tradeable
commodities, is an intricate process. On the purely economic level, it
pits money against products of human labor and establishes a cor-
respondence of values between the two setting a money price for each
commodity. On the social level, it pits merchants against producers. In
each particular historical context their relative power regulates the
level of money prices, and the distribution of surplus value between
them. This distribution defines, in the first instance, the possibilities
of capital accumulation available to merchants or producers. A mechanism
of credit is capable, in the second instance, of rearranging these pos-
sibilities by redistributing unused surplus to potential investors who lack
the capacity of self-finance.

In Greece of the 1840's the process of monetization was only be-
ginning, and large merchant-usurers dominated producers, who were
mostly small agricultural landholders. A financial institution that would
provide direct credit to producers at reasonable rates of interest could
possibly tip the balance in their favor. The National Bank began in
that spirit but quickly came to compromise with merchant-usurers. It
generally turned away loans to producers throughout this period. It
erected its earning power on commercial credit and, existing in the
social tension between merchants and producers, supported merchants
as a means of self-preservation. Consistent policies for short-term lending
dissociated the bank from the processes of investment and fixed capital
formation. Thus, the bank did not challenge the prevailing hierarchies
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of economic power over the disposition of society's surplus but only
perturbed these hierarchies insofar as was necessary for it to legitimize
and solidify its own share in the appropriation of social surplus.

In the context of progressing monetization, the policy of stable
bank note value was of strategic significance. Money is the instrument
and measure of monetization. Producers ventured into the world of
exchange values and monetary calculations espousing for the first
time the notion that an intrinsic correspondence lay between money and
the things they produced. A stable yardstick, a stable value of money,
was crucial to the formation of an "exchange consciousness" which would
enable them to move from the simple act of production-self consumption
to the circuit of production-monetary purchasing power-consumption.
Unstable money values could disorganize, destabilize and abort monetiza-
tion process. Though not explicitly articulated by contemporaries, monetiza-
tion appears to have been the fundamental "development strategy" of
the ruling strata in nineteenth-century Greece. The stability of the
value of bank money was a central and primary element in such a
strategy.

Even the casual observer of the forms of organization of capital in
nineteenth-century Greece notices a stark contrast: entities which operated
in the sphere of economic intermediation grew and took on the form
of organized enterprises which in organization and social image paralleled
their homologues in advanced capitalistic economies of the period.
Entities in the sphere of production, on the other hand, remained small,
anonymous and petty. Forms of capitalist production were practically
absent, making only a timid appearance in the 1860's and displaying an
unstable evolution. The contract suggests a question. Economic inter-
mediaries drew their strength from the appropriation and growth of
social surplus product. But what was the source of that growth? How
could commercial houses, banks and even the State thrive in appropriating
increasing economic values from a society whose very sphere of production
was itself making the leap of productivity associated with capitalist organ-
ization? Our answer must be tentative. We must assess the role of trans-
fers from abroad and research the possibility of a worsening living
standard for independent producers as a result of increasing exploitation.
But whatever relative weight we ultimately ascribe to these factors, the
sheer expansion of the monetized sector must have been an important
source. Monetization is an extensive process which conquers new economic
spaces and subsumes additional quantities of labor power to the discipline
of exchange. In nineteenth-century Greece the existence of non-monetized
sectors provided new areas for economic intermediaries to conquer. If this
were the main strategy, it would surely blunt the need for more advanced
organization of production and the pressure for intensive development.
The history of the National Bank of Greece during the period of con-
vertability—with its overriding fixation with stable monetary values, its
lack of concern for productive investments and its embrace of new mer-
cantile strata—parallels Greek development throughout most of the nine-
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teenth-century. Within a context of such a composite picture, the role
of the bank and the bank note are historically significant, as crucial links
and catalysts of the country's course of development.
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The Megali Idea and the Greek-
Turkish War of 1897: The
Impact of the Cretan Problem
on Greek Irredentism, 1866-
1 .897 by THEODORE GEORGE
TATSIOS. Boulder: East European
Monographs, distributed by
Columbia University Press, 1984.
ix & 302 pp.

Can conventional diplomatic
history really come to grips with
the complex phenomenon of na-
tionalism, explain its historical
character and impact on domestic
and international politics? This is
one of the questions, perhaps the
most interesting one, that haunts
the reader of this book, as one goes
through the survey of the diplo-
macy of the Cretan Question and
Greek foreign relations in the sec-
ond half of the nineteenth century.
If the work of greater diplomatic
historians like William Langer or
A.J.P. Taylor can hardly be con-
sidered to meet this test, it is
probably unfair to have such ex-
pectations of Mr. Tatsios's book.
His focus, however, on the inter-
play between irredentism, the na-
tionalism of the "Great Idea," and
Greek foreign policy, invites such
a question as well as the ines-
capable disappointment with the
final product that results.

As a diplomatic history of
Greece in the second half of the
nineteenth century, this work
summarizes the record fairly well

and makes accessible in English, in
a compact and readily available
form, a great deal of information
on the Cretan Question and the
Greco-Turkish War of 1897. The
book conveys a good impression
both of the complexity of the
Cretan Question and its centrality
in Greek foreign policy in the
nineteenth century. On the domes-
tic aspects of the Cretan Question,
especially concerning its roots in
local Cretan politics, the informa-
tion is much more sketchy and
schematic. The appendices, how-
ever, are quite useful on this count
by reproducing the four major con-
stitutional documents marking the
development of the Cretan Ques-
tion (the Organic Statute of 1868,
the Halepa Pact of 1878, the
Firman of 1889, and the Ar-
rangement of 1896) prior to the at-
tainment of the island's autonomy.

As for the other major entangle-
ment of nineteenth century Greek
foreign policy, the conflict with
Panslavism over Macedonia, the
survey is rather cursory, but then
this theme is not central to the
book's subject matter, but is in-
cluded rather for contextual pur-
poses. Nevertheless, on the whole,
the book does not add significant
new information to the material
already presented by Driault and
Lheretier in their five volume
Histoire diplomatique de la Grece
(Paris, 1925-1926), and this is
due to the fact that it relies ex-
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tensively on collections of diplo-
matic documents published mostly
in the nineteenth century. Most of
the pertinent recent specialized
research on the subject is ignored
and the utilization of Greek sec-
ondary sources is limited to a large
degree to some general and for
the most part outdated political
histories.

The same methodological prob-
lems can be noted to a greater
degree in connection with the
analysis of Greek irredentist na-
tionalism in the nineteenth century.
Although the author identifies
quite successfully the central dilem-
ma confronting nineteenth century
Greek political thought as the an-
tagonism between external Ir-
redentist expansion versus domes-
tic modernization, he says very
little of substance either on the
intellectual origins, the ideolog-
ical character, or the domestic
social roots of Greek nationalism.
Practically nothing of significance
that has been written recently on
the subject has been consulted,
while all relevant primary sources
are ignored. The result is that
several misconceptions and errors
of earlier works are unwittingly
repeated. In addition, this whole
discussion of irredentist national-
ism is entirely devoid of any the-
oretical consideration. For a work
bearing 1984 as its publication
year, it is rather disconcerting to
discuss irredentism without the
slightest reference to the on-
going theoretical debate on the
character of nationalism. Not only
is this literature completely over-
looked but the few attempts that
have been made to introduce the-
oretical perspectives into the study

of Greek nationalism are ignored.
The foregoing observations

should not be read as a disparage-
ment of Dr. Tatsios's effort. They
are put forward in the spirit of
scholarly criticism, which is es-
sential for the growth of knowl-
edge. In connection with writing
on modern Greece in the United
States in particular, the voice of
criticism amounts essentially to an
expression of expectation for closer
collaboration and mutual exchange
between scholarly production in
Greece and America. The major
plague of most works on Greece
produced in America derives
precisely from ignorance of the
contributions of Greek scholarship.
It is a mistake to persist in a now
completely unfounded belief that
Greek scholarship does not have
important things to offer to those
working on modern Greek sub-
jects. The quality and quantity of
writing in the last decade shows
how totally unfounded and mis-
guided this prejudice is. On the
contrary, scholars writing on
modern Greece in America tend
to persist in ideas and approaches
that have been long superceded
by modern research, with the con-
sequence of producing often con-
ceptually poor and inadequately
documented works. Greater aware-
ness of both the sheer volume of
information made available by a
fast-growing field of historical re-
search and the theoretical prob-
lems preoccupying contemporary
Greek scholarship is not only war-
ranted by scholarly practice but
can be salutary to the research ef-
forts of scholars working on mod-
ern Greek subjects in America. On
the other hand, it is a completely
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justifiable expectation, I believe, to
require these works to introduce
new conceptual and theoretical ap-
proaches in their interpretation of
Greek history. The impressive
growth of social and cultural his-
tory in American universities in
the recent past, for instance, could
provide innovative insights and

analytical categories for the study
of modern Greek subjects in a
comparative perspective. If such a
dialogue between theory and re-
search is achieved, we might look
forward to the production of re-
sults of higher standards than
those of most hitherto available
writing.

—Paschalis M. Kitromilides

How and Why the People's Libera-
tion Struggle of Greece Met With
Defeat by SVETOZAR VUKMANO-
VIC (General Tempo). London:
Merlin Press, 1985.

The first edition of this book
was published in 1949 in Yugo-
slavia and came out the following
year in Belgrade in an English and
a German translation from the ori-
ginal Serbo-Croatian. In this new
edition some errors have been tacitly
corrected at the author's request
and the spelling of some Greek
names has been changed. In most
other respects the book is virtually
a reprint and, since the original
English translation is extremely
difficult to come by today, one can
only be grateful for the initiative
to make the work available again.
It is, however, a pity that the book
has been reset, because this means
that references to Vukmanovic in
existing literature will be difficult
to check when using the new edi-
tion.

When the book appeared outside
Yugoslavia in 1950, those in a posi-
tion to question its statements were
not many. Vukmanovic was very
much in an "inside" position and

had access to documentary evidence
in Yugoslav possession. Moreover,
he himself as a partisan leader in
Macedonia had first-hand knowl-
edge of the Greek scene and had
had intimate political contacts with
the Greek leaders and partisans, at
least during the German occupa-
tion. He had been in Greece for
high-level talks with EAM and had
seen enough of the Greek situation
to be able to form a qualified
opinion.

The value of the book as a his-
torical document is seriously dim-
inished, however, because of the
political situation in which it was
written. One might even go further
and say that Vukmanovic's book
is not an attempt at historical anal-
ysis, but rather a speech pro domo
in so far as his main object is to
show that the Yugoslays were
right (after all Tito won) and the
Greeks were wrong (since they
lost) ; the former kept clear of
Soviet (and Western) hegemony,
while the latter fell victim to Stalin-
ist imperialism. The book is clearly
a reply to the criticism raised by
the Greek Communists after the
Tito-Stalin split and the end of the
Civil War that Tito's treachery in
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1948-1949 was the main reason
for the defeat of the Democratic
Army on Vitsi-Grammos in August
1949. Vukmanovic tries to show
that the policies of the KKE from
1942 to 1949 were wrong. The
Greek Communists lost the battle
because they followed a capitulatory
line bordering on treason. During
the German occupation, the KKE
erroneously preferred to build up
a mass movement in the big towns
and viewed partisan struggle as be-
ing of secondary importance only;
during the Civil War, the leader-
ship made the same errors, develop-
ing mass movements in the towns
at the expense of recruitment into
the Democratic Army. Much of this
is well known from later "analy-
ses" of KKE policy during the
turbulent 1940s. Vukmanovic has
influenced a lot of writers, even
some who from their knowledge of
sources should know better.

Today, when serious scholarship
has put the study of Greek history
in the 1940s on a sound footing,
it is easier to look through the
very partisan account of Vukmano-
vic. He can be shown to be wrong
on most important points and to
be extremely misleading on the
rest. One cannot really wonder at
this; Yugoslavia stood alone pressed
from all sides at the time when
the book was written and desper-
ately needed to show its just case
to the world. What is perhaps
more surprising is that the Yugo-
slav version came to be accepted
and Vukmanovic's account is re-
garded as disinterested evidence.
To mention but a single flagrant
lie: on p. 59, the author claims
that the National Bands Agreement
concluded in June 1943, between

ELAS, EDES and the British Mili-
tary Mission on behalf of the Mid-
dle East HQ, implied British con-
trol over political education of
ELAS units. Vukmanovic quotes no
evidence to support this extraordin-
ary statement which he must have
known to be untrue. On p. 66 he
says that the KKE signed the Var-
kiza Agreement in order that "the
people should learn by their own
experience that monarcho-fascism
would not be for peaceful demo-
cratic development." Unfortunately,
there are so many of these down-
right lies, polemical distortions
and half-baked truths from hind-
sight that only scholars who know
the facts can read the book without
being led astray.

For obvious reasons, Vukmano-
vic is very reticent on the Yugoslav
role in the Greek situation. There
is much about fraternal aid and
sympathy for the Greek cause, but
not a word about, say, the Yugo-
slav support and instigation at the
initial stages of the Civil War (a
war that Vukmanovic claims to
have been a complete failure from
the very start) and the promises
Tito and Rankovic gave to the KKE
and to Zachariadis personally. Vuk-
manovic was probably not privy to
the talks between Zachariadis and
the Yugoslav Communist Party.
But, from his own position in
Macedonia, he must have known a
lot about the material support to
the Democratic Army at a time
when, according to him, the parti-
sans operated in defiance of the
KKE.

Apart from deliberate falsifica-
tion, there is much in the book that
can only be explained on the sup-
position that Vukmanovic was



Book Reviews
	

95

badly informed. At least during
the Civil War, the Yugoslav lead-
ership had regular contacts with
the KKE top echelons through Yan-
nis loannidis in Belgrade, who was
more or less a permanent represen-
tative of the KKE during 1946-
1947. We know several of the re-
ports which were sent at intervals
from the KKE to the YCP leader-
ship. Some of this material is
quoted in the book and thus it can
be proved to have been known to
Vukmanovic. Included in this ma-
terial is a report from Markos to
the KKE Central Committee, dated
4 August 1947, which was sent to
the Yugoslays together with sim-
ilar material in Zachariadis's report
to Tito of 12 August 1947. The
Markos report, however, I have
never seen except for the few
quotations in the book. There is
unfortunately very little original
documentary evidence of this type
in Vukmanovic's book. There are
long passages from official KKE
documents and from much later
texts by Zachariadis, including a
passage from the Resolution of the
Second Plenum (1946), which
presents a peculiar problem.

In the 1950 edition the Resolu-
tion concerning Macedonia is
quoted in this way: "The Com-
munist Party of Greece declares
that it will not agree to fighting
for recognition of any rights or
equality of the Slays domiciled in
Greek Macedonia except in the
framework of the Greek state" (p.
51 of the 1950 edition). In the
new edition the words "not agree
to" have been changed into "not
go on," which is no nearer the
truth. The Greek text clearly says
(I translate from 40 XpOwc 'con

KKE, p. 594): "The Communist
Party of Greece . . . will not stop
fighting for recognition of the
rights and equality of the Slays
living in Greek Macedonia, in the
framework of the Greek State." It
will be apparent that the text of
the Resolution is somewhat differ-
ent from the version in Vukmano-
vic, whose conclusion is also a bit
distorted: ". . . the leadership of
the Greek Communist Party really
only recognizes the Macedonian
people of Aegean Macedonia a
right to equality in the framework
of the Greek State" (p. 72). I
should mention at this point that
the German translation is also im-
precise here. It deserves to be men-
tioned that the revised translation
has kept closely to the original
(anonymous) translation, a fact
which explains the sometimes ex-
traordinary English—if a non-native
speaker may be allowed to say so.
There are also a few disturbing
errors, which reappear in the new
edition, e.g., on p. 133 in the sec-
ond note read "Greece" instead of
"Yugoslavia."

Vukmanovic's book is certainly
interesting and well-worth reissu-
ing as a document not on the Greek
situation but on the Yugoslav-So-
viet crisis. As a source for Greek
history it can only be used by
specialists who know what really
went on. The new edition contains
an interesting preface by the author
in which he claims that the docu-
mentation available today confirms
the judgments and views which he
held in 1949. It certainly does not.
Few historians, I hope, will agree
with the Manichean view presented
by Vukmanovic. After all, we know
today much more about the Soviet-
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Yugoslav split and about the role
of the Greek Communists in this
imbroglio than we did in 1950.

I may add that the polemical
anti-Soviet and anti-KKE attitude
in the book makes one speculate as

to the real motives behind the vir-
tually unchanged reprint of this very
much Cold War period text. I pre-
sume that disinterested scholarly
pursuits will not explain all.

—Ole L. Smith

Forthcoming in the Journal
a special issue on

THE 4th OF AUGUST REGIME
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