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From the Fuggers to the
Fuggers? Can a sovereign
public finance system exist
in our generation?
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The Thirty Years” War is also referred to as the world war of the 17th century by histo-
rical science; it was one of the most devastating conflicts in Europe. Larger destruction was
later caused only by the Napoleonic Wars, and even later by the First and Second World
Wars. Although the Thirty Years’ War is usually referred to as a war of religion based on the
unrest between Catholics and Protestants, the main fault lines ran within the Holy Roman
Empire between imperial power, striving for strengthening, and the prince-electors challeng-
ing absolutism, while the Habsburgs and the Bourbons were each other’s rivals for European
hegemony. The effects of the Thirty Years’ War include changes in state organisation and
finance, which were brought about by the need for larger, better trained and better equipped
armies of mercenaries. The 1648 Peace of Westphalia, ending the Thirty Years® War, has
been kept in historical memory as it gave way to the emergence of sovereign states. However,
the most significant effect was the recognition of the fact that fighting wars and gaining power
and economic influence required a robust public finance system, or, if it did not exist, banks
which financed the war infinitely. That is, military success did not depend so much on the
heroism and valour of soldiers but rather on the quality of the equipment of the army and
the abundance of the resources in the state’s coffers backing them or the loans taken out by
the state.

However, there are deeper, and in particular, earlier connections between wars and se-
izing power from the Middle Ages. In the 15th and 16th centuries, no popes or emperors
could be elected by bypassing a family rising from Augsburg, southern Germany. The most
famous transactions of Jakob Fugger (1459-1525) and Anton Fugger (1493-1560) include the
election of the pope in 1519, when the throne of the emperor was taken by Charles V (of
Habsburg) over the French king as a result of a loan provided by them. Indirectly, they also
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contributed to the breakout of the reformation, since Albert, Archbishop of Mainz, ordered
— with the permission from the pope — the sale of indulgences to repay the loan taken out
from the Fuggers, against which Martin Luther protested in his debate-provoking document
comprising his Ninety-five Theses, nailed to the door of All Saints' Church in Wittenberg on
31st October, 1517.

Without a further account of how the Fuggers gained influence and power, from a ta-
xonomical approach we can conclude that in licu of statesmen, they exercised control and
governed as private entrepreneurs. As I have already mentioned, it depended on them whet-
her a Habsburg or a Valois was elected as the Holy Roman Emperor. The merging of the
state and early monopoly capitalism was completed by them. Therefore, in feudal states and
then in early capitalism, the state depended on the private economy. In the 15th and 16th
centuries, colonialism, exploitation, and an unequal distribution of resources were favourable
for such financial circles as the Fuggers, who had complete understanding of the processes,
and placed themselves in the centre, or even in the origin of development and progress im-
mediately. Truth be told, the European economy set out on its journey to triumph with the
Fuggers, they became the world’s first international concern, and the creators of such models
of economic and financial organisations which have not become obsolete to date. They profi-
ted from the sinful passions of princes, the discoveries of seafarers, they took advantage of
the inventions of scientists as well as of the believers’ fear of the afterlife. They made use of
market power, manipulated prices, exchange and interest rates until their rivals went bank-
rupt. It is also true that the profit from these transactions could have increased the prosperity
of nations. However, monarchs squandered a significant share of collective property on wars,
the increasing costs of which were funded by the Fuggers, in exchange for massive interests
and influence. They could confidently expect the financial return on their investments and
also the increase of their leverage. Summing up their economic weight, we can say that they
ruled over almost all branches of the economic life of their time. They were the greatest lan-
downers, mine owners in Upper Hungary, bankers, minters and weapon manufacturers, since
they provided loans to cover the costs of electing the emperor and the maintenance of armies,
and gave loans practically without any limits, through which they gained major influence in
the governance of the state.'

The most professional lenders of the 20th and 21st centuries are the two financial giants
founded in Bretton Woods in 1944: the World Bank and the International Monetary Fund.
They lend money to underdeveloped or crisis-stricken and therefore weakening countries.
After all, these two institutions are needed by governments which are unable to create in-
dependently, from their own resources such a state economic organisation and a regulatory
system through which financial predictability is achieved and the liabilities are made good
internally to ensure the operation of the state, the social security of citizens and fulfil their
need for a higher standard of living as expected.

But let us not forget about other significant lenders and investors of the world, either,
such as Franklin Templeton Investments, profiting from funding government debt, or Warren
Buffett, whose brilliant investments include the Coca-Cola Company, Gillette, Fruit of the
Loom, as well as the acquisition of airlines, banks and insurance companies. In the USA,
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there is a very apt definition, saying ‘You have already met Warren Buffett even if you have
not met him yet’. He has interests everywhere, from aviation to the food industry. He is even
a sharcholder of a large international credit rating firm conducting the credit rating of his
own companies. In 2008, he was the world’s richest person on the annual listing of Forbes
magazine, soaring past Carlos Slim from Mexico and Bill Gates, the founder of Microsoft.
His power, wealth and influence have been decisive ever since, although he (among others)
was blamed by many for the great collapse of the US subprime mortgage market in 2007
and 2008.

Yes, in our modern era, there are countries which, due to their century-long backlog or
the incompetence of their leaders, badly need the loans of the World Bank or Templeton, as
well as the worldwide network of stock market “assistance” by Warren Buffett’s multinational
conglomerate, Berkshire Hathaway?, although these are not so harsh ways of gaining influen-
ce as they were in the days of the Fuggers; still, the debtor, and the obligor has a subordinated
status. This is so, even though the economic might of countries is no longer based on victories
won in battlefields by armies equipped from loans, but their economic strength, and through
that, their ability to assert their internal social and international interests. But if a country
lacks internal, “self-organised” strength to maintain economic stability and resorts to a loan,
it should take the division of its power into account as lenders, — according to century-long
practice — ask for their share.

After 11 years of conservative governance, today there is a dilemma about how long and
in what way the stability of our public finances, and in particular, its maintenance based on
our own resources can be preserved. Our hopes about it are grounded, as these have been
the most successful ten years of the century elapsed since the Treaty of Trianon, and this
success has remained unmarred despite the pandemic crisis caused by the COVID-19. We
have made great progress in economic convergence as well. The Hungarian conquest of
the Carpathian Basin at the turn of the 9th and 10th centuries and the foundation of the
Hungarian state caused a delay in settling down, a “jetlag® in founding our state, and an
economic “backwardness”, as a result of which “cattle driven to markets”, representing re-
latively low added value, was our only contribution to international trade generated around
the city states in northern Italy and the cities in southern Germany. We were practically left
out of the globalisation, the new world order and the enrichment entailed by the discovery of
America. After the adverse effects of the Ottoman-Hungarian Wars on our development, we
“reinvented ourselves” in the dual state organisation of the Austro-Hungarian Monarchy, but
the losses suffered during World War I and IT and their aftermath also set our economy back..

However, we have systematically been building ourselves since 2010, government debt
has decreased, the productive capacity of the economy and the material wealth of the society
have increased, and all these have been achieved without loans. We even have paid back the
loans from the World Bank and the International Monetary Fund thus, they no longer have
a voice in our economic policy.

The question and the task now is how we can climb up the new tectonic plates (develop-
ment trends) of production, the service sector and the banking market after the failed econo-
mic policy of the regime change and the consolidation of the banking and debt crisis in 2007
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and 2008, now in a newer system, stricken by a pandemic crisis and the attendant waves of
the COVID-19, and creating a new world order. How effectively can we manage the moder-
nisation of our production structure, the discipline of the operation of our state economy, the
enhancement of corporate efficiency, the increase of the proportion of added value in our
products, the convergence of wages and the standard of living, that is (and by them), how
effectively can we ensure the state and the society through self-effort, by creating and using
internal resources, and their predictable financing without external loans? We should avoid
being a debtor of modern-day Fuggers or the International Monetary Fund, being forced to
have a consultation on our economic policy, pursuant to Article IV of the IMI Articles of
Agreement, that is, an impairment of our budgetary rights, of the autonomy to create our
own budget. After a decade, it 1s a historical question as to what our chances are, and what
monetary policy should be applied if we want to advance.

Polgari Szemle provides a compass and a lot of good advice to navigate this landscape,
and the papers of Volume 17, including Hungarian issues No. 4-6, are seeking an answer to
this question.

It is worth reading the Polgari Szemle!

Budapest, Advent of 2021

Dr. Csaba Lentner, university professor
Editor-in-chief of Polgdri Szemle

NOTES

Source: Ogger, Gunter (1978). Die Fugger: Bankiers fur kaiser und konige. Droemersche Verlagsanstalt Th.
Knaur Nachf. Miinchen/Ziirich. I should thank General Dr. Frigyes Janza, ret. pol. major general, for focussing
my attention on the connections between governance, control and finances for more than a decade now, and for
recommending me the book referred to above.

? The company owns GEICO, Duracell, Dairy Queen, BNSE Lubrizol, Fruit of the Loom, Helzberg Diamons,
Lond & Foster, FlightSafety International, Pampered Chef, Forest River and NetJets. In addition, it has a consi-
derable share in Pilot Flying, Kraft Heinz, American Express, Coca-Cola, Bank of America and Apple. From
2016, the company also purchased a high number of shares in leading American airlines, although these were
sold at the beginning of 2020.

Our State was founded more than half a millennium later, after the Western Roman Empire with its advanced
administration, public administration and military disintegrated. At the time of our establishment developed

state “formations” were closed to the west of us.
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