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Historical and Contextual 
Landmarks

In recent years, the history of 
World War I has gained remark-
able momentum both in Romania 

and abroad, given the commemora-
tion of a century since the onset of the 
great conflagration, generating a rich 
and varied historical literature dedi-
cated to this subject. Various meth-
odological and thematic perspectives 
cover a wide range of issues, from clas-
sical ones to those that offer new ways 
of (re)reading and interpreting histor-
ical sources. The results have already 
materialized in dozens of volumes 
and hundreds of studies and articles 
covering multiple topics, from politi-
cal, diplomatic and military ones,1 to  
the analysis of the implications of war 
in demography and family life in all 
its complexity.2 All these perspectives 
were inspiredly and accompanied by 
previously less-researched directions in 
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historiography, such as the cultural impact of the war, the role of the “home 
front,” the mobilization of the population through propaganda, its transmission 
and dissemination mechanisms, etc.3 There were also some new directions in 
Romanian historiography, such as the study of the impact of the war on children 
and childhood,4 on the emancipation of women and their status, substantially 
altered during the war and after its end.5 Other studies addressed in detail the 
multiple religious implications, the relationship between the secular authorities 
and the representatives of the denominations, how the church was institution-
ally involved in the enormous war effort, both spiritually and materially, as well 
as propagandistically, as a main relay of communication between the higher 
state authorities and the population.6 One cannot leave out of these succinct 
introductory considerations the numerous volumes of documents and, most of 
all, correspondence, memoirs and war journals that have brought exceptionally 
significant information into the scientific circuit and which undoubtedly add 
value to the knowledge of the multiple facets of a past reality, generated and 
shaped by the Great War.

On the other hand, in Romanian historiography the economic aspects of the 
war have been less addressed in recent years, and the reasons behind this rela-
tive neglect of the economic component of the war can, certainly, be numerous: 
it can be considered, for example, that the important economic aspects have 
already been made public or they possess little relevance to the new research 
directions; secondly, it can be argued that these issues may be too technical and  
dull, in their attempt to reflect the complex realities and effects of the war. We 
have also noticed that, in many cases, statistical data such as the nature and vol-
ume of military expenditure, the sources of funding, price developments, and 
currency devaluation in the new and changing macroeconomic contexts induced 
by the war are only tangentially, incompletely and sporadically invoked as docu-
mentary and supporting material.

Based on these latter considerations, we considered it appropriate to address 
some aspects of the economic resources involved in the war effort, focusing on 
how the war loans contributed financially to supporting the needs of the front, 
on the ways in which the population was called upon to support this effort, and 
of course on the propaganda of the authorities in this regard. The analysis refers 
to the Hungarian part of the Austro-Hungarian Empire, with particular refer-
ence to the Transylvanian region, knowing that the two constituent and associ-
ated states of the empire, Austria and Hungary, had stipulated in the dualist pact 
of 1867 separate and legally established economic and financial policies.

During the documentation, we came to realize the difficulty of the task be-
cause, first of all, figures and quantitative data must stand on their own; however, 
despite the dull aspect of such a reconstruction, likely to generate a stereotypi-
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cal and linear discourse, the conclusions converge towards the same idea, of the 
impressive and unprecedented consequences induced by war in modern history.

In the first place, some references to the Austro-Hungarian economic cir-
cumstances on the eve of the war are required in order to better understand the 
evolutions during the conflict and especially its economic implications. It should 
be noted that in 1914 Austria-Hungary was one of the most important powers 
in Europe with a population of 58.6 million inhabitants and a gdp of $1,989  
per capita in 1913 (accounting for 13% of the total population of Europe and 
10% of its gdp).7 The Habsburg Monarchy’s economic growth was moderate 
in both rate and rhythm, more rapid in the Hungarian side, and with a rather 
robust structure and profile of the industrial production in its western parts. The 
counterpart, Transleithania, was focused on agricultural development, which 
evolved more and more clearly towards modern capitalist structures. Viewed 
in detail, however, the economy of this multi-ethnic state complex also reveals 
a whole series of vulnerabilities, generated by the development gaps between 
different regions and provinces, overlapped and accentuated by political and na-
tional divergences. There were also debates at that time that generated many po-
lemical exchanges regarding the economic viability of the state and its possibili-
ties to economically and militarily support the ambitions of the political-military 
alliance it was part of. Both economists and some politicians had warned even 
before the war that, in a widespread confrontation, the proportion of national 
income that the Austrian and Hungarian governments could mobilize would 
not exceed one third of the total national wealth, estimated at $27.5–30 billion 
(dollar value in 1913).8 Others were even more skeptical, warning that econom-
ically, due to structural problems especially of political and national nature, the 
monarchy would have already been a defeated state before the start of the war.9

The outcome of the war in 1918 and the subsequent destiny of the monarchy 
also led, in the next decades, to numerous inquiries regarding the causes of this 
failure. Beyond the political and military aspects, analysts, whether historians, 
economists, or sociologists, have naturally tried to find the most viable answers 
to the question: “Why did the Austro-Hungarian Empire disintegrate?” gener-
ating many explanations, some with a strong polemic character.

First and foremost, the national question and its and subjacent issues, politi-
cal divergences and impediments, have often been cited as responsible for the 
failure of the monarchy. Historians have argued that the rise of national move-
ments, the aggravation of conflicts between the non-German and non-Hungar-
ian nations, and the failure of the 1867 Compromise to provide an institutional 
arrangement capable of managing and mitigating these antagonisms were ma-
jor factors that led to the dissolution. For example, the Austrian historians E. 
Bruckmüller and R. Sandgruber noted a palpable contradiction between the ad-
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vancement of regional economic integration and the rise of national movements 
that evolved in the opposite direction, opposed to the creation of a collective 
consciousness that was sufficiently attached to the ideal of a state and a common 
economic space.10 On the other hand, Hungarian historians Iván T. Berend and 
György Ránki ascribed the obvious vulnerabilities of the monarchy on the eve 
of World War I especially to the fragility of the common economic space, which 
was accentuated and amplified by the economic clauses of the dualist pact. These 
provisions, which were supposed to contribute decisively to integration (a cus-
toms union and shared contributions to the common budget), were the sub-
ject of political bargaining every 10 years. Moreover, the two historians have 
pointed out that towards the end of the 19th century the idea of ​​an economically 
independent Hungary became a dominant option among Hungarian politicians, 
even if it was not supported by economic realities, relying especially on national-
ist arguments,11 and we would add that some of these assertions were outright 
populist. The indisputable discrepancies in development among various regions 
of the empire were a problem that has preoccupied many historians, to the point 
where some voices have emphasized this reality and made it responsible for the 
dissolution.12 According to historian Edward März, “this situation of major dis-
crepancies, which none of the industrialized European countries was facing, has 
been an important disadvantage for the economic growth process in the empire 
as a whole.”13 A change of vision regarding the economic modernization of 
the Habsburg Monarchy during the 19th–20th centuries occurred in the 1970s–
80s, when the new generation of economic historians put forward the prob-
lem of a deeper re-evaluation through new methodologies generated by eco-
nomic history. They established that there were nonetheless enough premises 
in the Habsburg Monarchy for a modern economic growth, which was realized 
through a gradual process of regional leveling. This trend was evident to authors 
such as Scott M. Eddie,14 David F. Good,15 Thomas Huertas,16 John Komlos,17 
generating a so-called revisionist research direction,18 due to the conclusions it 
entailed, and which partly denied the old conceptions of the economic fragility 
of the Danube Monarchy as a main cause of its disaggregation.

War Loans: Economic and Military Options  
and Prerequisites

The First World War was preceded by a fierce arms race. The Industrial 
Revolution offered opportunities never before seen in military policies: 
it favored and supported in developed countries the birth and spread of 

first military-industrial complexes, which brought together a large number of 
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engineers, technicians and workers. The arms race also mobilized major capital 
resources, domestic and foreign: Armstrong and Vickers in the United King-
dom, Krupp in Germany, Schneider-Creusot in France. These complexes were 
able to carry out military research, but also to produce and supply, predomi-
nantly based on state orders, a large quantity of weapons, munitions and mili-
tary equipment. The economic activities related to arming policies developed 
rapidly. All this mobilized huge human, material and financial resources, which 
contributed to economic growth in those countries. According to contempo-
rary data, between 1880 and 1914 the six European powers (Austria-Hungary, 
Germany, France, Italy, the United Kingdom, and Russia) tripled their arms 
expenditures, and their military personnel almost doubled from 2.6 million to 
4.5 million people. The market was confronted, for the first time in history, with 
an active arms trade, on a continental and global scale.19

The huge military effort raised the issue of financial resources from its outset. 
States found various forms and financing formulas, most of which had been al-
ready practiced throughout history: tax increases, state loans (domestic and for-
eign), capital injections, financial-banking operations, donations, etc. The start 
of the First World War accelerated the recourse to these methods, and the bel-
ligerent and neutral states became engaged in a huge race to find and mobilize 
vast financial resources, especially as the myth of the “short war” rapidly eroded. 
Gradually, as the military operations drew on, the economic model moved from 
peace economy to war economy. This transfer resulted in the mobilization of 
financial supplies, raw materials, human and material resources almost exclu-
sively towards military production and activities, by sacrificing the production 
of goods for the civilian population, by involving the state as a political and ad-
ministrative body in economic life beyond the admissible limits, distorting the 
normal and market-generated and induced economic relations. Moreover, in the 
economic, political and polemological literature, the notion of “war economy” 
appeared even in the years of the first military conflagration.20 Within its struc-
ture are also woven the war loans, as economic instruments and means intended 
to finance war-specific activities. Although they are sometimes confused with 
arming expenditure and/or military spending, war loans have their specificity 
given the targets pursued, their space-time span, institutional handling and fi-
nancial documentation. Their structure, content and dynamics in relation to the 
economy and population must not be neglected. The war loans contracted by 
the two governments in Vienna and Budapest were economically, financially, 
politically and militarily consonant with those of other states in that period or 
later: legislative coverage and argumentation, institutional efficiency, advertis-
ing, civic involvement, and public manipulation. Positive and negative examples 
and experiences in the mobilization of public financial resources and the size of 
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military spending had been collected by the Austro-Hungarian Monarchy since 
the previous centuries, but especially in the second half of the 19th century and  
the beginning of the 20th century. A pre- or pro-war activity and a specific econo-
my functioned especially after 1848, when the destiny of the Austro-Hungarian  
Empire was linked to that of Emperor Franz Joseph.21 This pro-war economy 
developed simultaneously with the modernization of economic activity, practice 
and thought. Positive and negative phenomena in the empire’s economy, as 
well as progress in the field of economic studies generated the Austrian school 
of economics, represented by Lorenz von Stein and, above all, by Carl Menger, 
the father of marginal utility theory. In a period of dilemmas and explorations 
in the economic sciences, ideas were expressed about the need to probe con-
sumer psychology in order to ensure progress and economic balances. These fac-
tors would help producers take the right decisions or the owners to implement 
Schumpeter’s ideas specific to entrepreneurship: boldness, anticipation and per-
severance, intuition and risk-taking, innovation and adaptation to the economic 
environment. In fact, it was not only an attempt to consolidate the modern 
market economy, but also to modernize the dual monarchy or, more precisely, 
to adapt it to the tremendous rhythm of the changes of the late 19th and early 
20th centuries. Rapid preparations for arming and war set back the economic, 
technical and human potential of the monarchy and restricted the possibility of 
implementing these economic ideas and doctrines into the real economy.

The existence of prestigious economists, as well as the preoccupations for 
the economic and administrative preparation of the imperial and royal officials, 
were also reflected in the access to war loans. With the specific meticulousness 
of the dual monarchy, activities in this area followed the natural course of fiscal 
and financial mechanisms and policies.

It is known that, at the outbreak of the war in July 1914, the monarchy’s 
finances were unable to support a medium or long-term war effort, as the funds 
collected from taxes managed to cover only the current civilian state expenses. 
Naturally, the announcement of armed mobilization caused panic in the econo-
my, requiring urgent state intervention to limit primarily the short-term effects 
that could have proven disastrous. It was also important that the state did not 
give the impression that the measures would last for a long time and suggested 
that the situation would soon return to normal. Rapid intervention meant that 
the stock market and banking system were offered protection from panic and de-
stabilization. Already on 27 July 1914, the closing of the Vienna and Budapest 
stock markets was announced, as well as urgent measures to protect the Austro-
Hungarian Central Bank and its gold reserves; naturally, given these conditions 
of financial uncertainty and insecurity, the reference value of the discount rate 
doubled from 4 to 8% in just a few days.22 The financial and banking morato-
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riums were meant to maintain the stability of the banking system, to ensure the 
largest possible amount of banknotes in the reserves of the issuing bank for the 
immediate needs of the state, which lacked any possibility to contract a loan for 
the moment, unless it was from the Central Bank. The first moratorium of this 
kind was established on 1 August 191423; in order not to create the impression 
of a blocked economy, it was set to have an initial duration of 14 days, although 
from the beginning everyone was convinced that it would be extended. Later, 
it was extended six times and was temporarily lifted only in August 1915, be-
ing restored at the end of 1916 in Transylvania where it remained in force until 
October of the following year. The abolition of the moratorium was made on 
the basis of § 16 of Law-article no. LXIII of 1912 and was motivated by the 
need to prevent major disturbances generated by mass withdrawals of money 
from banks and the speculative exploitation of financial instruments. The most 
important provision referred to the fact that depositors could withdraw up to 
200 crowns from bank deposits which on 1 August 1914 did not exceed 2,000 
crowns, and in the case of deposits between 2,000 and 4,000 crowns, a maxi-
mum of 10% of the amount.24

As immediate measures, the state was also concerned with ensuring the con-
ditions of the functioning of the new war economy, increasing production by 
any means, meeting the military requirements and providing the fuel and food 
necessary for the battlefront, but also for the urban population. The imminent 
danger was the appreciation of prices for all products and a speculative wave 
that could get out of control. In these circumstances, the immediate need con-
sisted in the implementation of a mechanism for controlling and capping prices. 
The greatest danger, in its absence, would have been represented by inflation, 
with catastrophic consequences for the state in the future financing of the war 
needs. In fact, the outbreak of the war had an immediate effect on grain prices, 
a phenomenon experienced within a few months. Thus, if in July 1914 wheat 
was sold on average for 24.45 crowns on the Budapest market, in the middle 
of November the price rose to 44.20; equally, the price of rye increased from 
19.50 to 35 crowns, and significant increases were also recorded for corn, from 
15.10 to 24.10 crowns.25 The state’s intention was not only to intervene and cap 
the prices, but also to maintain the market at a reasonable rate of demand and 
supply, while being cautious not to leave the population with the impression of 
force or coercion. The authorities were aware of the need for a serious propa-
ganda effort to convince and mobilize the population in this regard.26 It was the 
patriotic duty of every citizen to support the cause of the war, all these efforts 
being considered part of a genuine “home front” in which, without exception, 
all citizens had to be engaged, according to their forces and capabilities. The 
authorities used many channels of communication and mobilization, and the 
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church had a particularly important role in the rural world, where “trustworthy 
priests who were loved by people in all circumstances of life” were called upon 
to participate in this propaganda process with all their energy.27

The Odyssey and Impact of War Loans

At the end of 1914 it was considered that the economy had withstood 
fairly well the shock induced by the first months of the war, firstly be-
cause the year had begun under favorable and optimistic auspices, as 

the effects of the economic crisis of 1912 had been overcome: the state had 
intervened by way of investments and massive orders in the war industry, ac-
companied by active measures meant to boost business activities. The interest 
rates were affordable, as well as the capital market, while numerous draft laws 
encouraging the industry started to show their beneficial effects. On the other 
hand, the crisis of 1911–1912 had somewhat prepared the economy for more 
serious situations, and prudence in the face of risky decisions had become com-
monplace, along with the concern to secure reserves of all kinds.28 These were 
precisely the lessons promoted by the authorities, which had become aware that 
the state of mobilization would be extended: caution and reserve were the main 
recommendations from the state to enterprises and banks. The latter were de-
manded maximum care with regard to the distribution of profits and dividends. 
Certainly, the state authorities were aware and convinced that they would soon 
resort to these resources too.

The situation on the front required, doubtlessly, huge expenditures that the 
state had to deal with. If the budget for civilian spending could be assured, at 
least in the beginning, from collecting taxes and dues, the financing of the war 
had to be secured in other ways. There were few solutions at hand: exports 
that would have provided sufficient resources were no longer available in the 
new situation; also, access to financing on the international capital market had 
become virtually impossible under war conditions. As a result, the only viable 
solution was to resort to national loans, which became a predominant tool used 
by the state to attract the financial resources needed to support the war effort 
from the population and the banks. Thus, following the example of Germany, 
Austria-Hungary started a well-organized campaign to launch such loans on the 
domestic market every six months.

In order to illustrate the size of the financial effort required by the war, we 
can state that after only the first six months of conflict, at the end of 1914, the 
monarchy’s balances for this purpose were $1,125 billion, of which $375 mil-
lion came from Hungary.29 According to the financial and budgetary procedures 
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and policies, which were separate for the two parts of the monarchy, war loans, 
8 of them in total from 1914 to 1918, were launched each time separately in 
Austria and Hungary. To this end, political decision-makers and financial opera-
tors developed a real policy management in the field of public lending30 aimed 
at supporting the war effort, which resulted in:

a) regulatory and legislative coverage of new financial policies;
b) the preparation of human resources in state administration, military and 

financially, including the covering of budget deficits and the timely provision 
of financial benefits to the holders of government bonds or other paper bond 
certificates;

c) the involvement of fiscal and financial operators (the State Treasury, the 
Bank of Austria-Hungary, commercial banks and credit co-operatives/unions) 
in the actions for the mobilization of financial resources belonging to economic 
agents and the population;

d) devising, printing and putting into circulation specific financial and bank-
ing documents and accounts (some of them, intended for the public throughout 
the monarchy, had security and identity elements as well as the money insignia, 
and were printed mainly in German and Hungarian);

e) advertising publicly through posters, flyers, press, public gatherings, eccle-
siastical meetings, etc. for the rapid subscription of amounts needed for military 
equipment and operations. Multi-ethnicity required the use of multiple languag-
es in the transmission of printed messages, which led to distortions in this situ-
ation, as it did during military operations.31

The first war loan was launched in November 1914,32 shortly after the war 
began. The approach to this financing option was achieved almost simultane-
ously with the policies promoted by other belligerent states. On the one hand, 
there was the common belief in the rapid end of the war.33 On the other hand, 
the political and military actors “threw into battle” huge amounts of money after 
the example of the Franco-Prussian War of 1870–1871, confident in the recov-
ery of the amounts once victory was achieved, as Germany had succeeded with 
the huge war reparations imposed on France.34

The subscription terms were almost similar: the legal basis and subscription 
payment methods were stipulated in subchapter 17 of Law LXIII. The bonds 
were worth 50, 100, 1,000 and 10,000 crowns, with an interest rate of 6%, the 
subscription price being 97.5% of the face value.35 It was anticipated that, for 
amounts not exceeding 100 crowns, the underwriting should be made on the 
spot in full; for amounts over 100 crowns, the first rate had to be at least 40% 
to be paid until 12 December 1914, the second rate until 22 December 1914 
and the third until 8 January 1915. The total amount of the loan was estimated 
at 500 million crowns. It was a first test performed by the government, which 
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had carried out an intensive campaign among the population, highlighting both 
the very good profitability of these placement opportunities and, certainly, ap-
pealing to the patriotic feelings of the people called to serve the needs of the 
homeland. The subscription was planned to take place at all the state cash desks 
at the branches of the Austro-Hungarian Bank, the other commercial banks, as 
well as at the post offices. The first Hungarian war loan ended on 23 November 
1914, and it was considered a major success, as the subscribed amount exceeded 
one billion crowns, surpassing even the most optimistic expectations.36 It’s dif-
ficult to estimate the amount gathered in Transylvania; certainly, an exemplary 
mobilization had been achieved, since only through Albina Bank’s cash desks 
1,353,350 crowns were subscribed.37

The financial and macro-economic context of 1915 indicated that the war 
would continue for a period that no one could have anticipated. The high prices 
became a concern, amid the massive depreciation of the crown: in 1913, the 
crown was a stable and strong currency in comparison to other currencies of 
the time. Although it did not benefit from total convertibility, the coverage of 
the money supply in the Central Bank’s gold reserves was 49.7%. At the end of 
1915 it had dropped to 9.4%, amid a depreciation of over 45%.38 The rise of the 
money supply in circulation with nearly 4 billion crowns contributed to the ris-
ing inflation, but the government’s reason was the need to increase the volume 
of production and trade, and thus the cash flow needed to support the war ef-
fort. In fact, the great challenge for the monarchy in 1915 was the economic iso-
lation to which it was forced by military developments and the unpredictability 
of the force ratio. The primary concern was to ensure “economic resilience”—
maintaining the economy within functional parameters through systematic in-
terventionist measures.39 It was also imperative that actions be taken to ensure 
that the population and the army received the necessary sustenance. Prices had 
been capped since the previous year in order to prevent speculation. Procedures 
for requisitioning agricultural crops through the creation of special bodies had 
already been established, the most important of them being the Company for 
the Valorization of Agricultural Products. The propaganda campaign meant 
to mobilize the population for agricultural production, in the conditions of an 
acute shortage of labor, was considered a success, based also on a very good har-
vest in 1915. The involvement of all able-bodied people (children, the elderly) 
in agriculture was insistently demanded by the authorities and was considered 
a duty as imperative as that of the soldier to fight on the battlefront. The state 
considered that the possibility for profit-making was not to be neglected, since 
absolutely all products intended for the battlefront had a market value. On the 
other hand, high prices had become a part of everyday life that could no longer 
be ignored.40 Already associated with the first signs of scantiness, penury and 
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restrictions, the issue of overpriced goods had become a concern and an oppor-
tunity to search both for explanations and solutions. First of all, the main cause 
was the shortage of labor, because “people had been taken from their productive 
work in industry and agriculture and now, with killing weapons in their hands, 
try to destroy each other.”41

According to the plan to launch a loan every six months, during 1915 two 
war loans were carried out, the first in May and the other in November.42 The 
second loan was launched in identical conditions to the first, with the maturity 
date set for 1921.43 The subscription period was scheduled for 12–16 May, 
then extended until 7 June due to “high interest.”44 The results were very good, 
with the subscription of 1,132 billion crowns ($226,507,000) announced.45 
The third loan was scheduled for the autumn of 1915, more precisely for 17 
October. The authorities took into consideration the closing of the agricultural 
year and the commercialization of crops to create additional financial resources 
among the population that needed to be attracted for this purpose. Propaganda 
for this loan was particularly intense across the country, including the publica-
tion of a flyer in all the languages ​​of the monarchy. The call for subscriptions 
targeted all social categories that had to prove their highest patriotism and, as far 
as the peasants were concerned, they “with little have to do a lot . . . and each of 
them to participate in the new loan.”46 As with previous loans, money from bank 
deposits could be subscribed up to 50% of the amount deposited, which was 
not covered by the moratorium. The final results of the third loan were consid-
ered very good, just as the previous ones, as the sum of 1,984,000,000 crowns  
($396,972,000) was collected.47

The year 1916 marked the beginning of unprecedented economic complica-
tions generated by the huge warfare spending: the monarchy had already spent 
$9,870,800,000, of which over 3.5 billion fell on Hungary. The accentuated 
depreciation of the crown was due to the increase of money supply in circulation 
by over 435% as compared to the end of 1913.48 Foreign markets, especially 
those of neutral countries until 1916, and especially the Zurich stock market 
where the crown’s exchange rate was set against the Swiss franc, contributed 
to the depreciation. Here, at the beginning of 1916, the rate recorded a loss of 
30% and at the end of June the same year the depreciation was already 56.73%. 
This meant that 100 chfs were worth 149.25 crowns instead of 95.29 crowns, a 
parity set by the 1892 monetary reform.49 For the first time, serious difficulties 
were encountered in the civilian spending budget, which was harder to cover 
from collecting taxes and dues, while the interest on loans exceeded 240 million 
crowns per year. Thus, during 1916, the government presented no less than 
8 draft laws on the change of taxation.50 Three major novelties were to come 
into force on 1 January 1917: income tax, wealth tax, and a “tax on war gains.” 
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The income tax had existed before 1916, but the novelty was the introduc-
tion of an increased progressive tax scale. The minimum taxable annual income 
was 10,000 crowns and the tax rate was 2.0%; for incomes exceeding 120,000  
crowns, the tax rate was 5%.51 Property tax referred to real estate, mines, quar-
ries, rolling capital invested in business, bank deposits, dividends, etc., increas-
ingly progressively between at least 50,000 and 2,400,000 crowns/year, the tax 
rate ranging between 0.5 and 0.12%.52 The motivation of the authorities to in-
troduce the tax on war gains, which was in fact an over-taxation and a double tax-
ation, was based on the premise that, in most economic areas, boosting produc-
tion for the needs of the battlefront generated greater gains for economic agents 
and the population. The tax base was that additional income recorded in 1914, 
1915 and 1916 above the average nominal income for the period 1911–1913.53 
All revenues over 13,000 crowns/year were subject to taxation; also the surplus 
from remunerations and pensions was taxed only if it exceeded 30,000 crowns/
year and if the surplus in the war years was over 4,000 crowns. As with other 
types of taxes, the principle of progressive taxation was adopted: after the first 
10,000 crowns the tax was 5%, the next 10,000 crowns were taxed by 10%, etc.

The mechanisms of state involvement in the war economy were becoming 
more and more sophisticated, stemming from the immediate situation of the 
economy and finances, but also from the need to manage a disrupted economy. 
More and more voices became convinced that after the end of hostilities, the 
state would have once again a strong role in restoring economic order. For the 
year 1916, the fourth and fifth loans were launched, to which 1,953,000,000 
and 2,300,000,000 crowns respectively were subscribed.54

The analysis of the situation in 1917, in the context of the turn anticipated 
by the war and amid the general uncertainty—the only certain prediction be-
ing that the war would continue—reveals a dramatic situation, if we take into 
consideration only the general macro-economic indicators: the money supply 
in circulation was over 18,440,000,000 crowns55 ($3.68 billion) and constantly 
increasing, which meant that inflation could have gotten out of hand at any 
time.56 Already since 1915 the Austrian and Hungarian budgets as well as cen-
tral banknote issues were no longer public, the data being accessible only to a 
small group of decision-makers in the military sphere and at the Issuing Bank. 
This process increased the distrust in the monarchy’s monetary situation, as as-
sessed by the financial-banking circles abroad.57 Moreover, under the new prac-
tices, the Central Bank’s solvency became directly dependent on the preservation 
of the monarchy itself. In turn, strict censorship kept the real situation of income 
and expenditure secret from the general public. On the other hand, the certainty 
of scantiness, high prices, restrictions of all kinds, the deterioration of everyday 
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life in all its aspects in the cities and villages of the monarchy was a reality that 
could no longer be covered by any censorship. The prospect of hunger was a 
threat that became more and more present among the most vulnerable catego-
ries: women, the elderly, sick children.58

Against this backdrop, the year 1917 saw an unprecedented preoccupation 
for increased production for military needs, especially in the agricultural field,59 
as the food supply had become a priority not only for the Austro-Hungarian 
state but also for its German allies. All parties aimed to cultivate more and more 
agricultural land in the Austro-Hungarian territory, making significant invest-
ments in Hungary and Transylvania—e.g. the opening of a chemical fertilizer 
plant in Târnãveni (Dicsøszentmárton, Sankt Marton). Property seizure was in-
terrupted by the authorities with an ordinance that drastically limited real estate 
transactions.60 The requisition of harvests, which had started as early as 1915, 
was now much more strictly regulated. Although in 1917 agricultural produc-
tion was relatively good, it was acutely necessary to restrict grain trade, to limit 
and rationalize consumption and redistribution, divided between the battlefront 
and the big cities. Thus, requisitioning commissions were set up in each county, 
coordinated by the deputy of the county-head. This official had well-defined at-
tributions, including the setting up of the minimum level of provisions to remain 
for the sustenance of families, which could not exceed 12 kg of grain/month/fam-
ily member. For this purpose, the Joint-Stock Company for War Products was 
organized with the express mission to carry out the requisition and redistribution 
procedures for agricultural products. Those who were supplied by the authori-
ties received up to 7 kg/person/month.61 The delivery was to be paid off on the 
spot at the maximum rates set by the state.62 All the technical procedures for 
the appropriation of cereals, the producers’ obligation to harvest (threshing and 
winnowing included) under the best conditions, as well as the strict registration 
of all the quantities of cereals were also detailed. Any offense was immediately 
punished by imprisonment for up to 6 months and a fine of 2,000 crowns.

During 1917, war loans VI and VII were carried out. Against the back-
ground of the same intense propaganda, the sixth loan launched in May 1917 
was prolonged due to poor results, a sign that the willingness of the population 
was close to its limits. In trying to cover this, the Romanian press provided 
partial statistics revealing the involvement of Romanian banks in subscriptions, 
which however seemed to be quite good since 1.3 million crowns were sub-
scribed via the Albina Bank, out of which the bank alone bought bonds worth 
300,000 crowns.63 The final results of the 7th loan revealed that the amount of 
2,869,020,000 crowns had been collected, the autumn loan showing better re-
sults than the one in May.64
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The last war loan, the 8th, was announced for June 1918 amid a disastrous 
economic situation marked by an inflation that threatened to escape control. 
The shortage of products, first of all food, and the abundance of money without 
value on the market, produced despondency and panic among the population, 
whose care had become primarily to ensure their own survival. Although there 
was a price cap system on most staple goods, in reality the difficulty of purchas-
ing them had generated a black market where prices were at least two times 
higher.65 Another serious problem was also the way the subscription for the 
8th loan was announced. Instead of invoking patriotic feelings and the neces-
sary duty to the homeland, it was stated that “working together to achieve this 
success is a duty that, as in the past, our financial circles will carry out, to the 
extent that they are allowed to do so and with the provision for the needs of the 
future”66—a future that no one could foresee. Even the bonds were issued with 
a 5% interest in the form of perpetual rent, a perpetual rent that actually meant 
“never.” Moreover, in the autumn of 1918, deep concern was expressed about 
the fate of the war loans and the possibility for the population to recover its 
contribution to these loans. It was clear that the state alone was responsible for 
their destiny and for a possible disaster. In anticipation of this imminent disas-
ter, it was stated that “the new states will be unconditionally responsible for the 
loans contracted by their antecedents, regardless of their nature.”67 But no one 
was responsible after 1918. The final results of the last war loan consisted of the 
subscription of 3,860,000,000 crowns, which, due to inflation, was worth only 
slightly more than the real value of the previous loan.68

Thus, after eight such steps, the balance sheet of war loans in the Hun-
garian part of the empire amounted to a total of 18,912,000,000 crowns  
($3,665,546,400).69 Compared to Hungary’s total war expenditures, it is esti-
mated that the amount collected through the war loans accounted for approxi-
mately 53% of the total expenditures. The rest, at a rate of 5%, was covered 
by taxes, 37% from government loans to commercial banks and the Central 
Bank, and 5% from external loans.70 In this manner, almost 60% of wartime ex
penditures were directly funded by the population through loans and taxes, ac-
counting for only a small part, expressed in figures, of the huge financial effort, 
hardships, hunger and sufferings of a confrontation without precedent in the 
history of mankind. In this context, it is worth mentioning that the estimated to-
tal amount of Austro-Hungarian warfare costs amounted to $20,623,000,000, 
which means a cost per capita of $352, close to the European average.71
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Some Conclusions

The First World War reshaped not only the political and territorial reali-
ties, but also the economic ones which, for the first time in history, came 
to include the war economy and its specific loans. Political, military and 

economic decision-makers tried, and sometimes succeeded, to provide plausible 
and manipulative explanations for their decisions and actions. War loans, among 
many others, are obvious examples of this. The public opinion in Transylvania 
was drawn into this “contest” of duty towards country and emperor, also lured 
by the prospect of rapid enrichment through so-called secure, interest-carrying 
investments. From the many advertisements and pieces of information pub-
lished in the press of the time, we take note of the message and words published 
in Gazeta Transilvaniei (The Gazette of Transylvania) on 12 May 1916: “Roma-
nians, subscribe to the 4th war loan” or “Can you get back your money from war 
loans? and how? The money placed in the war loan is not dead capital. You can 
gain money from it. If you want to buy land, livestock, farming implements or 
other tools, seed, fodder, or anything else, you can sell the state paper anywhere 
at its official price, set that day.”72 There were two other significant messages 
on the same page. The first concerned the national loan initiated in April 1916 
by the Romanian government for the same military purposes.73 The second 
message, in a bordered frame and in partially bolded fonts, claimed: “The patri-
otic wish of every citizen is to subscribe to the 4th war loan. The most favorable 
placement of money in state papers! By subscribing to the 4th war loan each man 
performs an act of honor, conscience and self-preservation. Details in all banks.”74 
The information is significant in many ways. On the one hand, it features the 
political and military as well as the economic ideas behind the war effort: the 
safety and benefit of investment in “state papers.” The authorities attempted, 
by associating the information with similar actions in Romania, a subtle, but 
also manipulative formula of transmitting a subliminal mobilizing message for 
war loans to the public opinion in Transylvania. We have to add that the “state 
papers” or, in economic-financial language, treasury or government bonds, had 
circulatory power, like the Austro-Hungarian insignia (crowns), on any market 
within the whole empire, and they could fulfill a triple role: means of treasury, 
payment (circulation), and exchange. But, as we have already pointed out, in the 
end the investments or placements in war loans turned insolvable. The defeat of 
the Central Powers and the dissolution of the Austro-Hungarian Empire meant 
the nullification of the government bonds. After 1918, the financial market was 
heavily affected by the concurrent circulation in Romania and the newly-joined 
territories of seven monetary symbols: the Romanian leu, the German occupa-
tion leu, the Romanov ruble, the Bolshevik ruble, the old Austro-Hungarian 
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crown, the crown of the Republic of Hungary (the so-called “white money” 
because they were printed only on one side), and the Bulgarian lev. Addition-
ally, there were significant amounts of treasury bonds or government bonds on 
the market, issued by the belligerent states during the Great War of 1914–1918. 
Until the monetary unification of 1920 and 1921, the instability and the mon-
etary tensions affected the economy, and some national initiatives and actions, 
patriotically motivated, were also perturbed by this situation. The words of the 
great historian Fernand Braudel are entirely true: “Money is unity, but it is also 
the injustice of the world.”75

It is not the intention of the present article to perform an analysis of the in-
direct costs that the Great War entailed, this would be a much too complicated 
approach, even at a general level; economic historians have devised different 
econometric methods whose results are yet confusing and often contradictory.76 
We conclude with Bogart’s statement, often quoted within the pages of this 
study, who in his turn attempted to provide data on indirect costs, but who 
eventually found that 

no one can translate into arithmetic values the agony of the hearts and minds of 
millions of human lives lost in those five years . . . no one can transpose into graphics 
the immense economic loss that the world suffered from the deterioration of economic 
and social moral standards.77

q

Annex

Table 1

Year

Banknotes  
in circulation
(thousands 

crowns)

Growth (%)
1913 = 100

Convertibility stock Proportion of 
convertibility

(%)

Average exchange 
rate of the gold 
crown to paper 

crown
Gold Silver Total

1913 2,500 100 1,301 262 1,563 62.6

1914 5,137 205 1,069 126 1,195 23.3 1:1.19

1915 7,162 286 745 66 811 11.5 1:1.48

1916 10,889 435 296 59 355 3.2 1:1.93

1917 18,440 738 325 57 382 2.0 1:2.28
1918
(31.10)

31,483 1,259 1:2.62

1918
(31.12)

35,600 1,424

Source: Kiriþescu, 2: 240, 244, 248.
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Abstract
Economic and Financial Implications of the First World War: Domestic War Loans

This article aims to outline some aspects pertaining to the economic and financial implications of 
the First World War, the mechanisms and means by which this conflict was financially supported. 
We will first look at how the war loans contributed financially to supporting the needs of the 
front, how the population was called upon to support this effort, and of course, the propaganda 
of the authorities in this regard. Given the economic situation of the Austro-Hungarian Monarchy 
and in the context of international capital market, the only viable solution was to resort to domes-
tic loans that became a tool used by the state to gather the financial resources needed to support 
the war effort from the population and the banks. Thus, following the example of Germany, Aus-
tria-Hungary launched a well-organized campaign to contract loans on the domestic market every 
six months. In total, eight loans were made. It was considered a patriotic duty of every citizen to 
support the cause of the war, all these efforts being considered part of a genuine “domestic front.” 
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