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The article presents a kind of history of the stages of banking and financial affairs
in Georgia (Thilisi and Kutaisi) in the second half of the XIX century, which was
accompanied by contradictions, difficulties, ideological, class disagreements among like-
minded people. The point of my interest in the process of working on the article is that a
part of the Georgian society, which is in the grip of Russia, has chosen the material way of
self — action of the nation as the main value and has seen the key aspects of community—
based economic well-being. The article clearly presents the personalities and their role in
the management of the banking business, reveals how the feudal aristocracy tried to bury
the idea of the local bank, while the Tergdales fervently defended it. The article makes
it clear that a part of the progressive-minded Georgian society saw the main idea of the
bank’s establishment as that it should not be a source of enrichment for the interests of
the privileged class, but an institution promoting democratic society based on democratic

principles.
Keywords: local bank; dictatorship; classes; finances; profit.

The 19 century was very difficult and full of contradictions in the history
of Georgia due to the struggle to defense the national interests and maintain the
state of the country.

Our ancestors managed to do business in different areas despite of limited
opportunities. To illustrate this fact and make discussion in the article below I
will present and analyze the economic field, bank financial business establishment
and history of their development.

The establishment of the modern bank financial system is related to the epoch
of Ilia Chavchavadze and to his name itself. The second half of the 19" century
was an exceptional period, even though the country lost its independence and
did not have its own national money, the first Georgian National Bank tried to
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maintain the function of nationalism and made the fundament and backbone for
political independence. At that time the bank was the cornerstone for Georgians’
physical and moral strength. It was nation’s material action place in Georgia.

The well-known postulate of Ilia Chavchavadze about the mission and the
importance of the bank issue in the cognition of the Georgians is that: “today due
to the different kinds of actions only the bank is the playground on which our
self-action and moral strength should grow up, make the first steps, train and try
to fly. He, who diligently loves our country and is not jealous of our kindness and
prosperity, should be very careful and pay great attention to every affair, subject
and opinion about the bank” (Ilia Chavchavadze).

The establishment of the bank was the idea of Dimitri Kipiani. The prominent
statesman Shalva Chkhetia said about Dimitri Kipiani: “Dimitri is a strange
man, he managed to combine in himself the enemy of Tsarist colonial politics
and devoted employer to the throne, the defender of peasants and supporter
of serfdom. He was the fighter for dignity of Georgia and had hope of Russian
Monarch. The Georgian patriot and at that time, the admirer of Russian Tsar”
(Bagradze 2006: 54) Different ideas occurred to him. Once Akaki Tsereteli said:
“There is no Georgian establishment that was not headed by Dimitri Kipiani. For
instance: the bank, the organization for dissemination of literacy in Georgia, the
theatre and so on. The primary initiatives for all these establishments belong to
him.

When serfdom was abolished Dimitri Kipiani looked for ways to save the
prosperity of Georgian nobility. He wrote beautifully and imaginatively. Once
there lived an honest man’s family in a wonderful palace. They were short
off but they lived peacefully. They hoped for a better period, but suddenly
one unfortunate day the builder warned them that the palace was about to be
destroyed and advised them to run away or they would be buried under the
stones and ruins. The family had no other option and left the palace. Truly, there
was a terrible thunderstorm, the walls of the palace cracked and ruined in no
time. The family only had hope and faith of the god and thought that the god and
its highness Emperor would not doom them.

Destroyed palace represented serfdom, homeless and honest family
represented Georgian nobles, hope and helper represented the emperor Alexandro
the second. If he gave mercy and made a wish, nobles would not be the subject
of laughter. The emperor Alexandre the 2™ gave mercy. He gave an order that

nobles would get 25 Maneti for each liberated peasant. For those who had less
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than 21 servants, this salary was doubled. In this way nobles were not short of
money, they earned quite a lot amount of money. Those who acted wisely were
not hard up.

For information: The nobles of east Georgia got 1,840,000 Maneti from the
government for the liberation of peasants and for the establishment of the bank
they got 160,000 Maneti.

In these conditions to maintain the nobles faith and material advancement,
Dimitri Kipiani considered the placement bank. To get progress of the bank
issue, the money which the government had given was not enough, they needed
capital rise. In detail, the nobles had to donate 5 Maneti from that 25 Maneti they
were getting for liberation of each peasant. In this way the bank collected quite a
good amount of investment and the profit and loss of the bank depended on the
authorities’ qualifications and work.

Iovel Asatiani wrote: At first Dimitri Kipiani wanted to create different kind of
bank. In detail, “A bank from which the nobles would get loans with low interest.
If they could not pay the debt, the land would not be sold, it would become the
bank’s property for a while and after paying the loan it would be returned to the
nobles again. When Alexandre Zubalashvili read D. Kipiani’s project about the
bank, he noticed the mistake of the kind dreamer right away. With a slight irony
Alexandre Zubalashvili informed Dimitri Kipiani that the idea of not selling the
land after not paying the debt was very humane, but it could not be progressed.
The bank would go bankrupt if they did not force the debtor to pay the debt and
in addition if the bank did not sell their lands Alexandre Zubashvili explained to
the author of the project: the rule of getting rich or commercial rule was the same
for every bank. The difference between commercial and public banks is the way
you divide profit, so the difference is in the goal not in the way you deal with the
clients.

The optimism and enthusiasm of Dimitri Kipiani was great. He diligently
learned the regulations of other private banks in the empire. To consider the
fact that from 1862 to 1872 in Russia, there was uninterrupted development of
the bank business and at that period 33joint banks; 11 joint land banks were
established and from 1873, 222 urban public banks were functioning, these
examples and information gave Dimitri Kipiani a hope and a reason to be an
optimist.

Dimitri Kipiani prepared five projects for the bank regulations. For many

years he struggled but anyway, in May of 1870, when he retired from the post of
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the head of the nobles, the bank was still not established altogether, some nobles
did not want to elect him as a marshal. He was a nobleman but still not of such
a high rank as Mukhran-Batons and Orbelians, for this reason the noblemen of
high rank were ashamed to let Dimitri be their leader. Anton Purtseladze tells
us the story that happened at the meeting on which Dimitri Kipiani was elected
as a head of the noblemen. At first Grigol Orbeliani was against the candidate of
Dimitri Kipiani. He said that it was a shame to elect the nobleman with lower
rank to be the leader of the nobles.

When the committee members did not consider this argument Grigol
Orbeliani added that Dimitri Kipiani was dismissed from the post as a dishonest
person. Society did not like this statement and as a sign of protest they started
to shout. Ivan Mukhran-Batoni got angry at how they dared to protest, he rose
from the chair and shouted What do you dare? The Revolt? How do you dare to
be against us? Do you want a rebel to be leader of noblemen?“ Call the procurator
at once!

When society heard the words such as “revolt”, “a rebel”, procurator, they got
scared and did not dare to say a word. Just when Dimitri Kipiani was about to lose
in the election, the young officer Alexandre Arghutashvili rose and announced:
“who calls the noblemen meeting the revolt? Who calls the procurator at our

3

meeting? Who calls us “ rebel ” just because the majorities do not consider
minorities opinions? ,, Rebels“ are minorities, who do not agree with majorities.
Those who do not want to take part in the election can leave the meeting .
Mukhran-Batoni did not expect this kind of contradiction, he was stunned and
could not say a word. The meeting members were encouraged and these words
were heard everywhere:’let Mukhran-Batoni leave the meeting, get him out of
here!”

The furious Grigol Orbeliani said that: ‘Georgia died when me and
Wvimatidze were corrected.” Dimitri Kipiani was elected as the head of Tbilisi
province noblemen. Society was not deceived. He did his duty well and was a
prominent Marshal.

Nevertheless in 1870 when the new election was about to be held the
conditions changed. At that time, the emperor Alexandre the 2™ was going to
visit Georgia. The enemies of Dimitri Kipiani appeared again. They claimed that
when the emperor arrived it would be shameful for them to have nobleman of a
lower rank as the head of Tbilisi province. These rumors got to Dimitri Kipiani.

He retired from the post of Marshal. It is known that many people pleaded with
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him to stay as their leader but Dimitri did not change his mind. He explained:
everyone is sure that the emperor will give mercy to the nobility and grant them
if their hope does not come true, they will blame me and I will be shown guilty
to society.

An adjutant General Revaz, son of Ivan Andronikashvili was elected as
the head of Thilisi province by Georgian nobility. In 1871, the emperor visited
Georgia and gifted no one, so Georgian aristocracy was disappointed. Neither
Revaz Andronikashvili’s marshalship nor the feast helped them.

In the hands of the new ruler, the issue of the bank’s establishment was still
delayed. Then the movement “Tergdaleulebi” decided that this affair had to be
entrusted to Ilia Chavchavadze. On November 25, 1872 Thbilisi province nobility
special committee was held. At this meeting Ilia Chavchavadze gave a speech and
was applauded by society. Ilia criticized the work of the former committee and as
Anton Purtselazde wrote the old committee members secretly went away one by
one. It should also be mentioned that under the authority of Ilia Chavchavadze,
the primary new regulations for the bank of land were created, but in spite of the
fact that this issue was not difficult and Ilia Chavchavadze did it easily, it became
more difficult and required a lot of effort to state the project. From December
5%, 1872 to August 28" 1874 this affair required visiting Moscow and Petersburg
and walking up and down on the stairs of bureaucracy. Sometimes disappointed
Ilia wanted to leave everything and run away .It took a long time to affirm
the regulation for the establishment of the bank, but Ilia Chavchavadze did not
give up and at least on May 24",1874 the bank regulation was finally stated.
In September Thbilisi province nobility committee was officially informed about
this issue they got to know the system of the bank management and working
conditions. They elected the head of the bank and according to the voting rank
138 men were adherent of Ilia and 12 votes were against.

In January and February of 1875, the general establishers meeting was
conducted. The bank started to work.
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