THE FRENCH SOCIETE DE CONSTRUCTION DES BATIGNOLLES : FROM MANUFACTURE TO PUBLIC UTILIES

by

Rang-ri PARK-BARJOT

Doctor in Economic History

University Paris-Sorbonne (Paris 4)


Founded in 1846 by French engineer Ernest Goüin (1815-1885), a former pupil of the Ecole polytechnique, the Société de Construction des Batignolles (originally “Ernest Goüin et Cie”) was originally specialized in the production of the engines that were needed by the big French railway companies. But the end of the railway mania and, more largely, the sharp economic crisis of 1846-1847 and the following depression of 1848-51 obliged the firm to enlarge the span of its activities to metallic frameworks and, to a lesser extent, shipbuilding. During the 1860s, the society Ernest Goüin et Cie had to become general contractor because of the need to conquer new markets abroad, particularly in Austria-Hungary, Italy, Russia and Spain. Its main objective was to obtain concessions for railway lines and harbours. In fact, the firm obtained a number of contracts for public works markets, but was not too successful in its quest for concessions.


Things took to a change in 1872, when Ernest Goüin et Cie turned from a limited company to a joint stock company. In a more difficult international context, the new Société de Construction des Batignolles (SCB) redirected its activities towards the French colonial Empire. Rapidly, it obtained two important railways concessions : the Dakar-Saint-Louis line (Senegal) and, more important, the Bône-Guelma line (Algeria). A SCB’s subsidiary company, the Bône-Guelma Co. built from 1873 to 1914 a very big extensive network of more than 1,500 km. This success did not remain isolated: SCB obtained also the concession for this last harbour and, in spite of a failure with the Santa Fe Railway in Argentina, it played also a decisive part in the foundation of the Compagnie des Chemins de Fer du Yunnan (South of China) and the Compagnie des Chemins de Fer Helléniques (a big line between Piraeus and Thessaloniki). Finally, in 1911, SCB obtained another very important concession to build the harbour of Pernambuco (now Recife), in Brazil. In 1914, industry amounted to barely a third of SCB’s turnover. SCB offers then a good illustration of a company shifting from industry to services. SCB’s rise to prominence resulted in a large part from the shift from industry to public works (1); moreover, the constitution of a real industrial group around SCB was accompanied by the creation of a whole array of concessionary societies, whom the Compagnie du Bône-Guelma constituted an archetype (2).

1/ SCB : A SHIFT FROM INDUSTRY TO PUBLIC WORKS


This shift began in the end of the 1840s and was amplified by the company’s evolution to general contractor in the 1860s: it was, ay least in part, the work of Ernest Goüin et Cie. It was to amplify with the change to limited company and the access at the head of the firm of Ernest’s son, Jules.

1.1/ The Société Ernest Goüin et Cie : from locomotive making to general contractor


In February 18, 1848, Ernest Goüin (1815-1885) established the society that was to bear his name. Born in an important family of bankers from Tours, he was also the son of an industrialist and banker of Nantes and the nephew of one of most important political men of the Monarchy of July. Above all, this former pupil of the Ecole polytechnique had sojourned in England for a long time, where he got initiated to new technologies, especially in the railways sector.

A/ The beginnings of the firm


Société Ernest Goüin et Cie was an instant success. It was then a partnership, wit activities ranging from engine construction to wood or iron shipbuilding. It knew a rapid growth, almost uninterrupted until the early 1860s. Its original capital of 750,000 francs had doubled by 1856. In fact, the company was backed right from the start by powerful sleeping partners, bankers Delessert, d’Eichtal, Fould, Hottinguer, Rothchild and Thurneyssen, or such industrialists as the Talabot brothers, to name a few. With strong support from his father in law, Abraham-Edouard Rodrigues-Henriques. Ernest Goüin equipped his enterprise with a factory designed on the British model.


In the fied of locomotive making, Ernest Goüin and his engineers brought a certain number of improvements to existing engines : as soon as 1847, the firm produced the first Crampton locomotive used in France, by the Chemins de Fer du Nord. It attracted consequently a lot of orders, not only from the Chemins de Fer du Nord, but also from the Paris-Orléans and the Paris-Lyon railways. However, the railway crisis of 1847 and the revolution of 1848 hindered the firm’s growth and Ernest Goüin started looking for alternate activities. He first turned to the textile market, especially in Normandy and in the North and, from 1852 on, the firm produced a large number of spinning frames.

B/ Iron bridge building: a major opportunity 


He also turned to the building of iron bridges. It allowed the firm a very quick development: iron bridges construction and machine making were ever-increasing businesses, and this growth went on throughout the Second Empire : it was necessary to enlarge the workshops of Batignolles in 1855. Besides, profits were growing even faster than turnover. SCB benefited from its technological advance. It also built Asnières bridge in 1852, the first big iron work made in France. Ernest Goüin attached himself to perfect continually this technology.


The building of bridges, as well as locomotive making, benefited from an increasing number of orders passed by foreign railways companies, such as the Compagnie Lombarde-Vénitienne, or the Grande Société des Chemins de Fer Russes, two companies financed by French investors. This drive to export became massive, but it was also an absolute necessity since French demand for locomotives and iron bridges shrunk strongly after 1857. As a matter of consequence, the company opened up to shipbuilding, at the same time that it was asserting itself in the face of British and Belgian competitors on foreign markets. To this purpose, it purchased an important shipyard in Nantes, which allowed it to obtain numerous orders, either civilian, from the Compagnie Générale Transatlantique, or military, from the Italian and the French Navy.

C/ Going to general contractor 


The company was also, and increasingly, interested in public works. In 1862, it teamed up with the Compagnie du Chemin de Fer du Nord de l’Espagne in order to break a railway passage through the Pyrenées. It was the first time that SCB was getting involved in this kind of work, realized in general contracting. They required the building of a number of tunnels, embankments and iron viaducts: 26 tunnels, with an overall length of 11 km, were needed along the section entrusted to SCB, itself 25 km long. Realized in difficult conditions (hard rocks, fear of malaria), the works even caused a lawsuit between Ernest Goüin et Cie and the Compagnie du Chemin de Fer du Nord de l’Espagne. The works executed in Russia from 1858 on were more important : the firm built the big bridge on the Vistule river in Warsaw, many iron bridges as well as a 1.2 km long tunnel on the Moscow-Warsaw line. These difficult works were completed in 1862. A little later, during the second half of 1860s, Ernest Goüin et Cie, in partnership with the Société Italienne des Chemins de Fer Méridionaux and in very difficult condition, carried out important works to open a line from Naples to Foggia.


The firm knew then, from 1857-8, a spectacular growth, but it was very irregular. Periods of strong expansion, like 1853-62, alternated with brutal, but short, crises, as in 1863 or 1868. The 1860s were more crisis-ridden than the previous decade. Conversely, there were some sudden outbreaks in demand. Plants were particularly busy at building bridges, but also, although in lesser proportion, locomotives and various machines. They reached their maximum strength, in terms of manpower, in the Second Empire; afterwards, public works prevailed more and more.

1.2/ The Société de Constuction des Batignolles : an activity increasingly turned to public works


The company’s economic situation deteriorated noticeably in the 1870s, and, besides, competition did no longer limit itself to a struggle between the British, the Belgians and the French. In such a context, it became necessary for SCB to become a joint stock company.

A/ A sustained growth


Ernest Goüin et Cie became a limited joint stock company on January 1, 1872. From over 1.25 million francs at the beginning, the capital of the firm was taken to 5 million in 1880. Le new company wanted to specialise in machine making, shipbuilding, bridges and other public works building. The directorate was being renewed slowly, especially when, in 1885, Jules Goüin (1846-1908) succeeded his father. After his death, Gaston Goüin (1877-1921), Jules’s second son, became chairman in his turn. The role of the board of directors was increasing too: in this way Paul Bodin (1847-1912), Jean Roland-Gosselin (1868-1936) and Edouard Goüin (1876-1922), Jules’s eldest son. In particular, they represented SCB in the boards of directors of its most important subsidiary companies (table 1), which, on the eve of WW1, constituted a true industrial group.

Table 1 – The most important subsidiaries of SCB (31/12/1913)

	
	Name

	1
	Compagnie des Chemins de Fer du Bône-Guelma et Prolongement 

	2
	Compagnie du  Chemin de Fer de Dakar à Saint-Louis

	3
	Compagnie des Chemins de Fer de la Moudania-Brousse

	4
	Compagnie du Chemins de Fer de Régionaux des Bouches-du-Rhône

	5
	Compagnie des Tramways des Vosges

	6
	Compagnie Française des Chemins de Fer de l’Indo-Chine et du Yunnan

	7
	Compagnie Suisse des Chemins de Fer de la Furka

	8
	Société du Canal de Pierrelatte 

	9
	Société des Chemins de Fer Helléniques

	10
	Société de Construction du Port de Pernambuco 

	11
	Société d’Etudes des Chemins de Fer en Chine 

	12
	Société d’Etudes de Travaux Publics au Maroc

	13
	Société d’Exploitation de Chemins de Fer en Corrèze

	14
	Société Française d’Entreprises au Brésil

	15
	Société de Travaux pour l’Etranger


Source : Board of directors of SCB, 89 AQ 1 and 2, AN.


SCB’s growth went on, but very irregularly. It was sustained until 1889; SCB even obtained its best financial results in 1886, its best export performance in 1886 and 1889, and, its highest turnover in 1889. At the time of Ernst’s death, SCB was by far, the most important public works French firm. Within its turnover, civil engineering dominated overwhelmingly. The importance of metallic and mechanical constructions was declining. So was that of the mother country compared to foreign markets, especially the French Empire : it accounted to more than 50% of the turnover. SCB engaged at this time in enormous works, such as the building of the Dakar-Saint-Louis railway (1880-6) in West Africa and, in North Africa, of the network of the Compagnie du Bône-Guelma as well as the harbour of Tunis (1885-91).


On the contrary, the years 1889-97 were very difficult and competition was fierce. However, in this context, the structure of the firm’s activity was returning gradually to balance. Civil engineering was equally balanced between harbour works and railway works. SCB was also interested in hydraulic works. Its Paris and Nantes factories were still active. The part of the mother country increased, while that of colonies decreased and exports were directed to more far flung countries, Russia, Argentina, or Egypt. A new period of growth began in 1897. Nevertheless, the profit margins of SCB were decreasing, notably in 1899-1900 and 1913.


Confronted to a persistently difficult economic situation, largely because of a growing competition, SCB attempted a balanced effort of diversification. Civil engineering underwent a relative that profited essentially to metallic constructions, thanks particularly to the Volynkino factory, near Saint Petersburg, in Russia. Nevertheless, activities were indisputably dependant on public works. At the same time, SCB was enlarging its geographical horizons. Still present in the mother country, it disengaged itself in the colonies, but progressed in foreign countries. Switzerland excepted, where SCB began in 1911 the building of the Furka railway, the major part of its activity was focused on four areas: Russia (Troïtzky bridge, 1897, and bridge of the Palace, 1905) ; the Balkans, where its dug the harbour of Burgas and almost achieved the Hellenic railways (1902-12) ; China, where it participated to the construction of the Beijing-Hankeou (1899-1905) and Yunnan (1903-10) railways; South America, where its improved the sanitation network of Santiago (Chile, 1905-11) and completed the harbour of Pernambuco Harbour (1905-15).

B/ An activity more and more focused on public works

SCB always carefully studied the local situation and what was to be done. Numerous missions were sent by SCB on all continents, with the exception of North America. Its good reputation was first the consequence of its competitiveness in the sector of bridge building. It realized the bridge of Margaret Island, on the Danube, between Buda and Pest, in Hungary (1873-5), the Troïtzky bridge on the Neva at Saint-Petersburg (1898-1902) and the viaduct of Viaur, on the Carmaux-Rodez line (1897-1902),  with an metallic arch spanning 220 m. SCB was no less competitive in the sector of engine construction. It worked a lot in Europe, like the construction of the 441 km long line of the Société des Chemins de Fer Helléniques at the beginning of the 20th century. It was alos present in North Africa, in Senegal, in the Ottoman Empire and in Argentina, where the 1892 bankruptcy prevented the achievement of the 615 km long line of the Compagnie Française du Chemin de Fer Nord-Ouest Argentin. 


SCB was then very active in the field of public works. In Tunisia, for instance, it obtained in 1888 the construction and the operation of the harbour of Tunis. This was a true success for Jules Goüin. His son, Gaston, achieved the works of sanitation of the city of Santiago (1905-9). It was a gigantic work, with 45 km of main sewers and outlets, 300 km of westepipes, 35 km of washing canals, 11 km of open canals, around 190 km of cast-iron pipes, 3,000 water cocks of all diameters for drinking water. To this effect, SCB set up a partnership with the bank Fould et Cie. However, such extensive works were of dubious profitability and the concession system offered a better suited legal frame.

2/ THE RISE OF A GLOBAL GROUP STRATEGY


From 1875 on, the search for concessions of public works became a major strategic question. The example of the Compagnie de Bône à Guelma is archetypical of it.

2.1/ SCB : searching for concessions 


The change the world economic that occurred in 1873-4 did not leave SCB unaffected. The completion of most of the big European railway lines compelled the group to break in force on the colonial markets (Algeria, Tunisia and Senegal). Besides, international competition was getting fiercer. Consequently, from 1901 on, SCB started making ententes  to carry out its operations. It formed an alliance with the Régie Générale des Chemins de Fer et de Travaux Publics, its most important French competitor within the Compagnie des Chemins de Fer du Yunnan. This policy did not apply to its sole French competitors : in March 1902, SCB and the London firm Pauling and Co. joined their efforts to establish the Société des Travaux pour l’Etranger, which acted as general contractor for the Hellenic Railways lines. 


Concluding agreements of this kind was frequent among industrialists, but they were more common in the public works sector. They answered many needs: purchasing material in common (as in the case of the Rio de Janeiro arsenal, built with Grands Travaux de Marseille), or, more commonly, making plans and surveys in common (as in the case of the Consortium des Ports Ottoman, with Hersent and Schneider); agreements could also be with more general purposes; as in the case of Société Française d’Entreprises au Brésil. However they were above all of a defensive nature. In the long term, they were to lead SCB to retreat, and even to decline. In order to protect its leadership, SCB had to lean on a real industrial group. Originally, the choice to set up a group was the result of a search for As time went on, a group strategy became more and more a tool for a growing international ambition. 

A/ The search for security


This search for security induced SCB to be interested early to concessions of local interest in the mother country.


1°/ In mother country, concessions of local interest


In the mother country, SCB’s first initiative dated of 1880. On June 18, with the backing of the Banque de France, it set up the Société Anonyme du Canal de Pierrelatte et Extension. This concession was to enlarge the said canal and to operate it, and to irrigate a vast surface in the departments of the Drôme and Vaucluse. The project, first aired during the reign of Louis XIV, had been abandoned during the French Revolution; the canal had been put in service under the First Empire, but the irrigated zone it served remained insufficient. It was the society’s interest to concede the large scale works to SCB. It worked on the project at Pierrelatte from 1882 to 1887. At the same time, as the major shareholder, SCB benefited from low, but regular dividends. 


This interest in concessions of local interest concerned above all railways. In 1884, SCB set up the Compagnie du Chemins de Fer Régionaux des Bouches-du-Rhône, but the achievement of this, very profitable, network did not remain a one-off. In 1887, SCB obtained the concession of the Chemin de Fer Départementaux du Puy-de-Dôme. It also opened to traffic in 1889 the Gerzat-Maringues line, a very profitable one since it served an industrial zone, and the Riom-Volvic one, although more less used. Finally, in 1897, SCB and the Compagnie du Chemin de Fer de Paris à Orléans created the Compagnie d’Exploitation des Chemins de Fer de Corrèze. This company exploited the three lines Tulle-Argentat, Tulle-Uzerche and Seilhac-Treignac, 93 km in all. 


2°/ Interest in the colonies : the Dakar-Saint-Louis line


in 1883, SCB set up a limited company, Compagnie du Chemin de Fer de Dakar à Saint-Louis. With a capital of 5 million francs, it was to build and operate the said railway. It necessitated important works: 260 km long, it was the first railway on the western coast of Africa. However, because, on the one hand, of the scarcity and inexperience of the local workforce, on the other hand of the climate, the achievement of this railway was very difficult. It was necessary to import technicians and workers from France. The line started being operated in July 1885, but SCB faced financial difficulties which could only be solved by the constant support of the Banque de Paris et des Pays-Bas. However, the completion of the line was an incentive to the opening of various lines penetrating the western coast of Africa. They all were one meter large, like the Dakar-Saint-Louis line, and they formed the first elements of a big network. This later success was an incentive to SCB’s international ambition.

B/ Growing international ambitions


They were most notably focused on the Ottoman Empire, then Greece and Brazil.


1°/ In the Ottoman Empire, the Beyrouth-Damas railway 


SCB was very active in Syria, traditionally under French influence. The construction of a railway linking Beyrouth, in Lebanon, to Damas, in Syria, pertained to a larger-scale scheme aiming at the creation of a real railway network in Syria and Palestine. From 1891-2, SCB built, in Asia Minor, the railway from Moudania to Brousse (41 km). SCB had purchased some shares in the operating company, the Société Anonyme Ottoman, in order to help its realisation. Above all, from 1892 to 1895, SCB realized, on behalf of the Compagnie des Chemins de Fer Ottomans Economiques, the line linking the harbour of Beyrouth to the big town of Damas. This 147 km long line included, in some parts of the distance covered, rather serious difficulties: it was necessary to cross two arrow-shaped mountainous chains, Lebanon and Ante-Lebanon. It was also necessary to build many architectural works. Moreover, because of the strong declivities of the terrain, around 30 km on 147 had to be treated in a special way. This technological success encouraged SCB in its ambitions, notably in South China (Yunnan) and Greece.


2°/ The experience of Hellenic Railways


In Greece, SCB obtained, in 1900, the concession of the railway line from Piraeus to Athens. In partnership with the Parisian bank Erlanger, SCB created the Société de Travaux pour l’Etranger (cf. supra). This normal way network, with its two branches going to Chalkis and Stylis, amounted to 441 km in length. It cut through the three mountainous chains of Parnès, Saromata and Othrys. Fifty six tunnels, one of them 2.1 km long, were needed in order to cross over the last two. It was also necessary to build many bridges : the Assopos viaduct, for example, jumped over the gorges of the same name with an elevation of 100 m. This railway, which works were subcontracted to SCB, constituted a means of communication of first importance. As soon as it was open to traffic, the profits it generated covered largely the financial charges and yielded acceptable dividends.


In fact, in spite of their political disputes, Greece and the Ottoman Empire agreed to the necessity of a railway link from Larissa to the Greek frontier, which would join the Ottoman network built by the Régie Générale des Chemins de Fer, 979 km long, of which 841 run from Constantinople to Thessaloniki and 138 from Thessaloniki to the frontier locality of Karali-Derven. This transnational link was completed during WW1 by SCB. It built in 1914-5, a 92 km long line linking Papapouli to the Salonique-Monastir and Uskub-Nisch-Belgrade-Constantinople lines. Inaugurated in May 1916, it was as helpful to the Greek government as to the Allied armies headquartered at Thessaloniki. SCB was then also present in Brazil, where, from 1910, it worked on the harbour of Pernambuco ; it was a prelude to the company’s lasting presence in this country.


3°/ Successful establishment in Brazil : the harbour of Pernambuco


The economy of Brazil soared at the end of 19th century, thanks to its exports of coffee and rubber, as well as cacao, sugar, gold and precious stones; in the 1900s, the country knew an important trade surplus. It was also attracting more and more immigrants, mainly Italians, Germans and Portuguese. In 1904, they amounted to three sevenths of the total population. This prosperity pushed the Rodrigues Alves government (1902-1906) to launch a big program of harbour building, which was nearly achieved in 1914.


The British had been present in Brazil for about 20 years before the French, and Americans were getting increasingly involved. Competition was then very fierce as far as the building and the operating of harbours was concerned. There was strong British presence in Rio de Janeiro, Santos and Manaus, always in partnership with Brazilian interests; Americans were in Para. But French entrepreneurs were very active, notably in the state of Rio Grande do Sul, where SCB delivered and assembled quite a few bridges. The Compagnie des Messageries Maritimes, in search of a lasting involvement in Brazil, was particularly interested in the harbour of Rio Grande do Sul. An ad hoc company, the Société Française du Port de Rio Grande do Sul, gathering a group of French investors (Daydé et Pillé, Fougerolle Frères and Groselier), purchased in 1908 the concession of the harbour of Rio Grande do Sul. The technical and financial difficulties met by the contractors led to the intervention of engineer Adolphe Guérard, by the way a consultant to SCB. He solved the technical problems and paved the way for a SCB’s takeover inside the Société Générale de Construction. This last company got over all the problems and turned, between 1908 and 1911, Rio Grande do Sul, into a modern harbour.


However, the most spectacular French realization concerned the Nordeste, where the Anglo-Saxons has very little interests. The Coignet house built also the harbour of Bahia, on behalf of a Brazilian company financed by French capitals. In a time when Brazil was taking over Argentina as the first economic power in Latin America, SCB obtaiend, in complex conditions, the concession of works and development of the harbour of Pernambuco (Recife). In March 1908, an international adjudication allocated this concession to the French entrepreneur Edmond Bartissol. He outdid powerful competitors such as Schneider et Cie, of Le Creusot, and Walker, of London, then the most important entrepreneur working on the harbour of Buenos Aires. In the case Schneider et Cie had been chosen, it was arranged in advance that it would do part of the business with SCB. But Bartissol had the advantage of his excellent reputation in Portugal and of his partnership with Demetrio Ribeiro, engineer and former Minister of Public Works.


They set up, in July 1909, the Société de Construction du Port de Pernambouc (or SCPP), established in Paris with a capital of 5 million francs. Its object was non only the building, but also the running and the operating of the harbour, its wharfs and warehouses. Initially, SCPP had to subcontract the works to the Société Française Industrielle d’Extrême-Orient (future Dragages TP) and to the Bartissol house. Port materials were furnished by the SA de Travaux Dyle et Bacalan. The SFIEO was also working in Porto Alegre and Rio Grande do Sul, where it was doing realizing important dredging works. But SCPP broke its contract with SFIEO, and asked SCB to replace it within its board of directors.


An agreement concluded in January 1910 between SCB and SCPP gave the former the real charge of the works. It gave to them a strong impetus : at the end of July 1914, tye works actually done amounted to c. 60 millions. In order to give the haven the sufficient size needed to accommodate the big liners, it built two break blades of 1,150 and 800 m in length, completed important dredging works and removed lots of rocks, erected 960 m of wharves of 10 m with draught and 1,690 m of wharves of 8 m as well as a large iron bridge with an independent span for railways. The works were almost completed at the outbreak of WW1. These works stopped suddenly, then started again slowly from March 1915 to 1919, date of their complete achievement. SCB had then succeeded to establish itself in Brazil. 

2.2/ An archetype of the “Belle Epoque” of colonial capitalism : the Chemin de Fer de Bône-Guelma


It was following a similar path in North Africa, thanks to the Bône-Guelma railway.

A/ The beginning of the Company


The Companie du Chemin de Fer de Bône-Guelma et Prolongements was established on March 23, 1875, to operate railway lines in Algeria and Tunisia. The Bône-Guelma line was among those it was operating, as well as the ones from Duvivier to Souk-Arrhas and Sidi-el-Hemessi, in Eastern Algeria.


1°/ A common initiative of SCB and Paribas


In March 1874, SCB obtained the concession of the line from Bône to Guelma. After the ratification of the concession by an Order in Council of Maréchal de Mac Mahon, the then French President, it was possible to constitute the company in charge of construction and running. SCB chose to take immediately the majority of the shares, but to transfer them in a large part to a banking syndicate dominated by the recently created Banque de Paris et des Pays-Bas (Paribas). This choice allowed SCB to establish itself as the general contractor and to obtain the passing of the law of March 12, 1877, authorizing the building of the lines in the name of the general interest. The financial arrangement proposed by the firm offered the most best guarantees. Under no circumstance was it possible to issue bonds for a bigger sum than the double of the company’s capital, i.e. 12 million francs. Moreover, the Société des Chemins de Fer de la Medjerdah, founded in 1876 by SCB and established in Tunisia, transferred  in February 1877 to the Compagnie de Bône à Guelma the building and the operating of the its networks.


2°/ First realizations


The conditions in which SCB had to operate were rigorously defined in advance. The line opened in its entirety in April 1878, a sign that the works had been completed rapidly. That is why, in January 1877, SCB and Goüin father and son, and Paribas and its group set up the Société d’Exploitation du Chemin de Fer de Bône à Guelma, in which the shares were equally divided (45.4% each) Finally, the works were strictly controlled by the Chief Engineer of the Company, Jean-Baptiste Krantz, a famous engineer issued from the Ecole des Ponts et Chaussées. All the conditions were met to develop the company’s activity.


3°/ Growing financial requirements


Its growth obliged the company to develop its financial strength. From March 1877 on, it was operating a 550 km long network, running across the most fertile areas of Algeria and Tunisia and leading to two ports, Bône and Tunis. With the support of the Banque de Paris et des Pays-Bas (BPPB), the company increased her capital stock, raising it from 12 to 30 million francs. Moreover, SCB deposited some of its new shares by BPPB as a guarantee for advances on works; were SCB not able to refund these advances, BPPB was authorized to sell the shares.


The issue of 60 million francs of bonds proved a more difficult business. It could have been seen as an attractive offer ; but it took place at the moment when a lot of French railway companies floated their shares at the same time, a situation which created strong tensions between the company and the BPPB. However, it did not last long, first because of the good relations between the Goüins and the BPPB, and, second, of the spectacular, although fragile, development of the Compagnie du Bône-Guelma.

B/ The Compagnie du Bône-Guelma : a spectacular, but fragile development


SCB continued for a long time to take a close interest in the company. It was weakening between 1886 and 1896, but after that it too again an intense activity on behalf of the company.


1°/ 1879-1886 : the priority to the constitution of an homogeneous network


The company obtained new concessions in the years 1879-1886 and it constituted an homogeneous network around the link Guelma-Tunis through the Medhjerdah and also around Tunis. The link Alger-Tunis, which used the tracks of the Bône-Guelma for about half of his route, was opened in 1886. This was the result of the importance of the works completed by SCB : the section Duvivier-Souk-Arrhas, finished in 1881, employed also 2,500 to 3,000 workers for over two years. The realization of the Bône-Guelma network also led to technological innovations in the field of civil engineering as well as of materials.


In spite of a partial renewal of the board of directors, particularly at the death of Ernest Goüin, the company pursued his expansion. Its operating deficit tended to decrease, for the incomes grew faster than expenses. However, because of debt servicing and of various financial charges, only state guarantee allowed SCB to end up each financial year with a positive balance of its profit and loss account. The consequence was for the shareholders a rapid growth of gross profit and, then, of dividends. Nevertheless, bondholders were not badly treated either. As a result, in 1883 and 1884, the price of the shares rose and the 1885 floatation was a success. The Compagnie de Bône-Guelma presented more interest for the French investor than many colonial companies. 


2°/ On the eve of WW1, a prosperous company thanks to its activities in Tunisia


If, from 1886 on, the company shared its activities between Algeria and Tunisia, and if it was still running to the best its Algerian network, Tunisia attracted more and more attention. Lines were developing to the south of the country (Sousse-Kairouan line) and to Bizerte. Tunisia was becoming also, more and more, the driving force for the group’s extension.



a°/ Pursuit of the expansion of the network


The length of the network increased much from the middle of the 1890s. This active policy of opening of new lines was the consequence of a series of new concessions, essentially in Tunisia. Not only SCB obtained very big contracts, but also it carried out important secondary works, all of which were very rapidly done. Because Tunisia was at the origin of its expansion, the company became more and more Tunisian. It knew how to accommodate the necessary renewal of the rulers with the pursuit of a strategy of growth.



b°/ A growing activity


The company always leaned on experienced financials, but knew also how to tighten the links with industry. The death of Jules Goüin, in 1908, was a real ordeal for the company. However, his oldest son, Edouard, entered soon the general management committee and the board of directors. This persistent interest from the Goüins is very easy to explain : from 1896 on, the total operating incomes grew quicker than the expenses. The result was a very quick increase of the gross operating profit and a strong raising of the operating profitability
. This grew from 20-25% at the end of 1890s to 30-35% from 1902. The more the company developed its activities in Tunisia, the more profitable it became. It was not necessary either to issue new shares, nor to borrow new massive issues of bonds. It was supported by the parallel rise in goods and passengers traffic. Tunisia accounted for almost all of this growth. It was consequently a temptation for the company to refocus on this country.



c°/  From 1910, a essentially Tunisian company


Indeed, a law of the July 29, 1904, allowed the Algerian local authorities to repurchase the Algerian portion of the company’s network. Nevertheless, on the eve of WW1, this did not look like an impending possibility. In fact, the company was still prospering in Tunisia. In 1910, the company possessed 1,205 km of lines in Tunisia, as against only 447 km in Algeria. The company became specialized in heavy transport. This industrial specialization of the network did not exclude a buoyant passenger transport (tourists, but alto Tunisian passengers). The Tunisian government itself benefited from abundant incomes. This situation incited him to postpone from 1917 to 1936 the date of it could use its right to repurchase the network. This move served the interests of all the parties, company, employees and Tunisian state alike. 

Conclusion


SCB was first born out of a personal initiative, that of an authentic schumpeterian entrepreneur, Ernest Goüin. This high level engineer, who really invented himself, had a concrete, real-life experience of the English industrial revolution. At the same time, he came from a family of the “Haute banque” (High Bank). He gathered in himself the optimal conditions to introduce in France the new industrial techniques. The partnership Ernest Goüin and Cie, later SCB, was founded in order to built locomotives for the railway companies. The firm then developed first according to the logic of the railway industry, then chose a more and more integrated strategy : it still built locomotives, but the firm extended increasingly its activities to bridge building, and then to general contractor. It also knew how to adapt to the changes in the economic situation, albeit insufficiently and sometimes in a risky way, as it was clear about the affair of the Chemin de Fer du Nord de l’Espagne.


Railway development was indeed following cycles. At the time the investments slowed down around 1860, the firm reacted in two other ways : it opened to textile machines and shipbuilding, but it suffered from a lack of competitiveness in these fields; it exported its products to the rest of continental Europe, with real success, notably in Austria-Hungary, in Italy and in Russia. When the railway investments slowed again around 1880, SCB exported in the French Empire and the rest of the world (China, South America), only North America and the British Empire remaining outside its scope. It remained competitive to the end in the sector of big iron and steel bridges. 


Nevertheless, from the end of the 1880s, the economic situation became more difficult. The reasons were as follow : 

· the steel revolution. France was behind the United Kingdom, Germany and the United States

· the growing competition, particularly as far as locomotive building was concerned. The consequence, for SCB was lower profit margins, which compromised its capacity to investment and then its development : the gap was widening with Schneider et Cie, 

Consequently, the firm had to :

· put an end to some activities (e.g. shipbuilding) and 

· adopt other (e.g. armaments)

· above all, switch to public works, particularly harbour building and sanitation improvement 

The average size of markets increased from the 1880s, opening then very valuable opportunities. But, in spite of spectacular realizations (Bourgas, Tunis, Santiago) the very strong competition permitted only narrow and uncertain profit margins.


The sole solution was the search for concessions. On the one hand, railways, then harbours, needed to be operated, much more than built. On the other hand, and above all, the concession system assured regular incomes, supplied by public subsidies (guarantee by kilometre in the railway sector). SCB constituted around it an authentic group. In France, it consisted usually in railways of local interest. Abroad, SCB searched first to share the risks with other groups (Chemin de Fer Helléniques), then it chose direct management (Pernambuco harbour). But the most important success of the group was in the French colonial Empire. Indeed, SCB constituted a real kingdom in Tunisia, with Tunis harbour and, above all, the railway of Bône-Guelma. All these companies yielded at the same time high and regular dividends. This is the way chosen today by big building and public works contractors, when confronted to the contraction of their markets : see Bouygues, Vinci or Eiffage in France.

� Gross operating profit/Operating incomes (in %).
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