CHAPTER 2

OTTOMAN EMPIRE ECONOMIC SYSTEM IN THE 19TH CE@(

2.1 History of Ottoman Empire q

The Ottoman Empire or the Ottoman Khilafah came to the existence c. 1300 in
western part of Asia Minor called Anatolia under the lea iprof (]sman Bey. The
rapid expansion of the state over the European and Asiamyterrit ie.s\led,de‘met Il to

Yw

f the birth, of QE Had"been

ies{ ont@a a huge
1a ar\%ope, )@3’7 ultimately
L

contributed to the economic prosperit mw state (Mather, 2014).
A
/sta with more than 30
N,

It was perhaps the most popx@% and we\gaﬂ:g%is
c.)

the Black eare@n through Anatolia, Syria,

ofthe N% frican coast (Pamuk, 2004).

In European parlance k was fa co mbn\bthet that describes the Muslim
4 ¢ &
population in the IhKMiddlr \I’.\Qreciseﬁl»;&.the Turkish state came emerged as a

new state that bw n th 'ion ({?ﬁoman Empire, which collapsed in 1923
¢
(Atabaki 8@& 2009 r ?Yisteé%s, the OE was one of the longest lasting

NN
nations % n histo 'gse t@/en centuries, the OE survived and managed to

Yv
playﬁ&ificant role in our c @ﬁ world.

\Mroughout the 17" century until 1760s, the OE was witnessing a relative peace

capture Constantinople in 1453. The official declarati

announced widely. The following 15" and 16

portion of lands and trade routes be

million stretching from the Bal

Mesopotamia and the Gulf t and

ndvtranquillity, which enabled the state to enjoy an economic expansion with the
estern Europe especially through the Mediterranean coast and red sea (Avramov &

Pamuk, 2000). The first half of the 19" century, a number of major decisions were made
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by Sultan constituting large-scale transformations associate with economic and military
structure (Ozgur & Genc, 2011). Yv
The state witnessed a military structure changes manifested in the ab@f the
Janissary Corps by Sultan Mahmud Il in 1826 in Auspicious Incident: omically,
the signed treaty of Balta Liman between OE and Britain in 1838 was an important step
towards adopting a free trade policy that enabled the state to grant h merchants tax
exemptions. Applying 3% custom duties on import an QY(: t'rought about a
tremendous change in the level of international trades. mon aw‘was also
upgraded to be in line with the global trends. The de bimetallis y'te@f both
gold and silver was introduced in 1834, which n end# evio@z’r'nonetary
X 5
po@l sectors created
,@‘Mustafa IV. Itwas a
N,

beginning of an era with a seri |t| af'uprl gs, n((/ alist evolutions and war

abroad such as wars agains h(w K%Z:d 1{}3 29), Iran (1820 — 28) and

Egypt (1831 — 33 and %%)' Th Itmj al aa§xternal revolts and uncertainties
4 dto

devastated the fingqthe sia m
r

this transformation rm (Tare%ﬂt) was aimed to modernize the state by

Undoubtedly, the changes in twﬁxconomlc

political turmoil led to the removal f lim 111 \'eqa

geuous budget deficit. The last phase of

bringing in Ei ester sp|r| lﬁe %?(}t?would feel the westernisation occurred. The
tion foDenJ e in 1@ reforms was provided by Inalcik (2006) who

tran;l&the original transcn@o English:
\The Empire had been declining for one hundred and fifty years
0 because the religious law and imperial laws had been disregarded.

imperia

In order to restore its prosperity and strength, new legislation was
required which should be based on the principle of securing the life,
honor, and property of all subjects.
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https://en.wikipedia.org/wiki/Mahmud_II

The existing literatures on the Ottoman economy remained slow or almost
unexplored with the exception of some endeavours that focus on the perform?vr
economic institutions in the sense of its stagnation and partial recovery (A@OH).
Much attention and analytical efforts have been devoted in recent decad@%scuss the
Ottoman economic failure by focusing on the post-1870 period since as the period

where the major structural changes occurred. However, carefu aM of the Ottoman
g :

economy during the 19" century would reveal considerable ies zind complexities

that contributed to the dramatic economic collapse of OE. Ma entators,
wy

rmange to_t efa&é%eaties

(Pa{ 4). Eqrji-ér, by the
first quarter of the nineteenth century, the W I Ieﬁers ilta s]@gq)latform for
unprecedented expansion over the OEwBained sta (A@ﬁ, 2016). This has

led to an acute increase in the rate %inflow \fmeTgn nyéstment in the Ottoman
Esy N

markets, which prevented the bi infa& indastries within the Ottoman territory

&
(Akarli, 2001). \A

Related research%;n that ’%%l('emb!mic and military position of OE
ithin

including economists, have linked the poor economi

which disallowed the Ottomans to set protectio

d &
prevented the birth &'nkfant ﬁj& : %ﬁg Ottoman territory. Indeed, the state
was forced to @pitu 'ts tz:géﬁumber of European countries such as
¢
England in | é@llan in 16 ,lﬁs iain 1718, and Russia in 1784 (Ergil & Rhodes,

NN
1975). % absefice o ';otectiv&ariffs, the OE lost the chance to move forward

'tQ'dt'l't' ogiam and rather it led to th try’s industrial

w1 mndustrialisation pr ana ratner 1 (¥ (0] € country S 1ndustria
\

b dness (Geyikdagi & Geyikdagi, 2011). Blaisdell (1929) views the free trade

3 ment between the OE and Britain on 1838 as a key factor in weakening the

conomy through the creation of legal framework for the European entities to enjoy the

tax heaven.
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One of the things that makes the Ottoman economy considerably attractive to the
European powers was strategic location of OE as it stood at the crossr?vr
intercontinental trade, stretching from Balkans in Europe to Black Sea re@ gulf
in Asia and most of the North African coast courtiers exceeding a ion of 30
million (Pamuk, 2004). This laid the foundation to argue that the man economy

suffered from various problems and the most plausible explanationhés in the western

ination wvas intended to

weaken the colonial or targeted economies as Frank (1 has Wrocess as

"X
"the development of underdevelopment". Accord@n Khaldun, t ie\‘/@ment

or decline of a society is a complex dilemmav es% i ractiQrEGf moral,
nn

, urtheréhS;rgues that a
civilization is more likely to witness aw hen itre its %{

In fact, the question on “why @an ecﬁw‘s tdne strialized?” requires
N,

a closer look into the contributi torsﬂ) thi faulurec:p er the years, numerous

domination or intervention (Jackson, 1979). In fact, this

socio-economic, political and historical facters (

&
attempts to provide explan 'ho trls ct. For i@e, Issawi (2013) linked the

absence of industrial poliei two factors: tlﬂepbitical turmoil, and the European
4 $ &
\che s (Pa

economic dominwmer rle ( gm 1988; Eldem, 2005; Birdal, 2006)

suggest that the% he i

without undfi%aso dfi dgci line contributed to the disastrous collapse of the
D)o'

OE E%

n the above backgr and focusing on the Ottoman case during the last
QU3
&of 19" century, this study aims to show the importance of macroeconomic
& isions that contributed to the financial collapse of the state. The next sections discuss
e

history of Ottoman economy.



2.2 Ottoman Economy

The industrial revolution marked a turning page to the production of gw
resulting from the factory system that adopted by the European power the
financial pressure and the failure of Ottomans to industrialise their e&&y and the
reliance on agriculture created an opportunity to foreign goods to Wplied to the
local market. The historical literature offers limited insights on the @ttoman’s foreign
trade. However, it is generally accepted among experts th OX; ttoman exports

and imports expanded rapidly during the nineteen’s cen whi W explained
L ]

ilitary defeat ebi@éﬁred

tim\n&n ond@s by the
XN
d @) hold the notion

/’Q lishment of OPDA.

by the fiscal reforms and capitulation treaties. With th

its financial bankruptcy in 1875, which in fa

European powers to obtain foreign capital (

Many experts (Morawitz, 1902& 2006 &

that the irresponsible policy of ext@%orrom
This marked a dead end to th of f‘an2| t«an <'é;ﬂ\ed a new chapter in the
ottoman economy where t M h dﬁzae intervention in the domestic
affairs. Many historian Parvus 200 ;bn@ that OPDA played an important

role to strengtherbropeff
izati rnal E&cﬁng and securing the payment of these

colonization th ugh cilit
' S
debts under rabl term 4 (_/
NN

&
wdaéﬁ()w) argues that OPDA supports the

|s re@sana to p ate that the Ottoman economy during the last

quaﬁg&lQ century was fac@serlous economic crisis that contributed to the entire
‘é in 1924. Probing further into this assumption, the next sections discuss three
e

QIOI’.

conomic sectors namely; financial sector, governmental sector, and industrial
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2.2.1  Financial Sector
The 19" century was characterised by the attempts to establish a ce
monetary system. In 1934, the government initiated the first step towards @g the
de facto bimetallism system in which gold and silver became the Ieg er for the
state. To ensure a smooth circulation of money, the state minted a numf gold coins
without indicating its value and it kept the market to determine nge rate against
ol

Kurush. In fact, the silver kurus (or gurus or piaster) was rysunit of account

and a leading means of economic transactions in the 19 tury. .\d
A

The European silver such as the Dutch thaler

anish jeightfea p_kée}were
ts{fr &Pa\njﬁ'k, 2006).

used both in international trade and in domesti

known as (kaime). The coinage adwstf\%rm

the market three types of legal mon gold

The exchange rate was set to bes for onek ira”.
With the establishm xnpe |M@ (10B) in 1863, the paper
money witnessed a tu@g as le b k'h e exclusive right to issue gold
4 -‘

convertible bankn \ Wel/ \ﬁe math Wars with Russia 1877-78, the
government sus%& this \Ean ted issuing its own notes to meet the
increasing @ures nd th (E/ ts. Few years later, the 10B restored the
exceptl(% f issuing b not 1880 a new decree was signed addressing the
ohcy where the exc\ e rate was a gold lira is equivalent to 100 kurus. The

igure 2.1 present the official and market rates of one gold lira (in silver kurus).
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in kurus

—— Market rate of lira — Official value of lira
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Source: Tuncer & Pamuk (2014)

Figure 2.1: The Official and e Rate?’i)f Ong Gold+ira

enﬁ»

Thus, the reforms of 1880 pre
and minimising the reliance on % eDcoi;.l , thgottoman economy was
9 Q
continuing using the silver foN{ ily tranSagtions, g@@\/as the centre currency for

N
international trades. Betweemnd880 ann’ 19145 the prieg of gold was fluctuating due to

the instability in internatio mar]% jef) iff &i@affected the kurus in Istanbul. The

fluctuation avera@ro@ until @ when the monetary regulations had
NG 2
witnessed a r% iTe,:w i Plougé-é new exchange rate of gold lira to 102.6

kurus. As %xcha
’
relativ e from 1840 t{ 1@ he chronology of the major monetary reforms is

5

suﬁ@z d in the below table\z.l from 1844 - 1914. With that in mind and given the

e rate of Ottoman lira against the main European currency was

events, it is evident that the monetary policy has gone through tremendous

Qnges aiming to align the economic system with world economy.
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Table 2.1: Chronology of Monetary Standards 1844-1914

Year Monetary event Monetary standard Curre\:&
circulatio
1834 Gold and silver declared to Si_lver sta_mdard/ Gold col
be legal tender Bimetallism Sl e olns
Issue of interest-bearing Silver standard/ coms
1840 state notes (kaime) Bimetallism/Silver Silvercoins
convertible paper W notes
money
Coinage reform (tashih-i Bimetallism/Silver oId coins
1844  sikke) and the end of convertible paper Silver coin
debasements money tate notes
Issue of non-interest bearing  Bimetallism/ old coins
1852  kaime notes Non-conver |I coins
n!)tes;‘w
Withdrawal of kaime notes g
1863  and the foundation of the coins
[o]2 |OBR“tes
Default on foreign debt and coms
the issue of silver r coins
1876  convertible kaime notes B notes
\p 1 State notes
Monetary reform, I Gold coins
1880 Wi_thdrawal of cq Silver coins
kaime and the end of% IOB notes
minting of silver
World War 1 and issu Gold coins
state notes Silver coins
1914 %z IOB notes
 : State notes
Source: Tuncer & Pamuk (2014)
f
2214 nt even arid ndlture
on and analytical s&drt has been devoted in recent decades to the

@)

hlstorls;1 omic at of 6E instance, Guran (2003) has provided a detailed

dget figures. The s‘ﬁ;%tlcs are presented in Ottoman fiscal year, which used

‘%dltlonal Rumi calendar that began on 1 March. Unlike the European countries,

0 OE was lagging behind in adopting accounting system. Only in 1878, the ministry

of finance was established and the governmental budgets comprised the ordinary and
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extraordinary expenditures with the inclusion of the interest service on external debts.
The below figure show the trends of revenues and expenditures for Ottomans twem

1844 — 1918.

\
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Figure 2.2: Total Government F>%hﬂﬂnd

As shown in in the above fig 1% e xmlenced large deficits,
A
which were mainly, financed usin stlp, borro fr m\)GaIata bankers or either
)
via external borrowing dur|n r'seven H er the actual choices for

Ottoman government t eal ith the deficit ?r@ed to two: inconvertible paper

currency and external borrewin ~€K &ﬁaﬁyk 2014). In order to diversify the

revenue, the staw‘%ted |e t of R@})t and Bulgaria, the customs dues of

Istanbul and e surtax geg oﬁ—%éacco salt, stamps of provinces like 1zmir
and Syri p t‘%x yt Sllk taxes of Bursa and Edirne, the copper from
the Er per mines. Until @Id of 19" century the revenues from agricultural

Ilned sharply and bureaucrats in the capital were forced to share tax collections
the powerful groups in the provinces (Casson & Lopes, 2013). The consequences
he war 1768 — 1774 have created a pressure on the government to come up with a

new system that enabled the state to seek internal loan via a system called “esham”. In
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this system, the annual net revenue of tax source was divided into large shares to be
sold to the public for the lifetime of the buyers. Clearly, this system was aiVm
broaden the tax bases that enabled the state to diversify the source of inco .\ever,
the esham system did not help to overcome the financial shortage t state was
suffering from and as result; it proved that the fiscal system was castly and indeed
difficult to be implemented. The below Table 2.2 presents Mue of the state
between 1872-1916. This indicates that state was having a'Wi ‘v)a e.

The Ottoman expenditure is shown in the Table 28, Thre ngori%s' are

@
included covering administrative expenditures, whic lude the e ndit@avy,

. I% risi@mention

diruite pay b ‘;;z interest of

public loans and costly military camp&) é

arsenal, gendarmerie and civil and fiscal admini

that 25% to 30% of the Ottoman expenditu
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Table 2.2: The Revenue of Ottoman Government Between 188 6 (%)

o

Revenues 1883-84 1896-79 1897-98 1900-02 19QC-B§\ 1909-10 1920-11 1911-12 1914-15 1915-16
Revenues collected 381 371 386 386 _ 4I' 314 34 321 326 29
from nomads and farmers T
Revenues collected from both villagers & town dwellers  25.4 26.4 24.7 214 18.5 17.2 18.9 19.6
Military exemption tax 4.7 51 4.8 51 5 3.6 3.7 2.9
Other fees collected 5.2 47 5.3 3.2 3.7 33 4.4 4.7
by government offices
State enterprises 8.9 9.5 9.3 ? . 19.7 19.2 19.8 17 17.9
Subtotal 82.3 82.8 82 80.8 80.4 76 76.6 74.1
Government employees' 2
share in direct taxes c}l
(War surtax) \ 0.8 1
(Retirement fund) C) >\9 4.4 4.2 5

0
Customs duties 11.7 \% %{i 3 15.7 16.2 16.5 15.6 16.6
Tributes 6 I : : 3.5 3.4 3.1 2.8 3.3
Total 100 c—) 00 , 96%0 100 100 100 100 100 100 100
Total (in 1000 Ottoman Lira) 18&?8\ 1&% 1{ 19,946 19,634 25,079 26,015 28,477 31,890 26,836
N, N O Source: Akarli (1992)
’ (j)
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Table 2.3: The Expenditure of Ottoman Government Between 1872-1897 (%)

Expenditure ~ 1872-73 1874-75 1875-76 1879-80 1887-88 1888-89 1889-90 189 896-97
Military 22.1 24.1 19.1 32.2 47 44.3 427 453
expenditure
Civil : ?
A 136 138 12.4 20.3 8.2 8.8 9. 8 8.8
Fiscal
Administration 46 5.7 6 58 4.6 5 4.9 4.4
Retirement fund 2.5 2.6 2.1 2.5 2.5 2.6 2. 2.8 2.5
Royal Family 6.1 5.2 46 6.9 43 4. \(7 4.7 4.2
Subtotal 48.9 51.4 44.2 67.7 65.2
Public welfare& 4 5.6 43 44 46
service
Others 0.9 0.6 0.1 2.4 13
Subtotal 55.8 57.6 48.6 745 71.1
Public debt 442 424 514 255 28.9
service
Total 100 100 100 100 100
Total in 1000

21,405 25,134 28,929 3 19,796 22,448

Ottoman Lira

1 ’
£
s@te: Akarli (1992)

.
7y

2.2.1.5 Banksin OE )
& y Q‘:}
Modern banking is an e& finams}utio&ﬁv the growth of an economy
according to the capitali thew. ;’fter lests"\ment of OPDA, the European
creditors obtained more :rus)nto he O néoogpmy, which resulted in a noticeable

& >

growing of financﬂ{ r. Be‘Neen 861- @e authorities legalised the activities of
N

seven foreignS*n&Th impor (J:glofbéfvhg banks inside the territory of OE was to

facilitate t t was the first part of OE where the British

K3

Y

ney to governor of\Egypt and his circle at high interest rate (Geyikdagi &

Ierw\g
%agi, 2011). Another important duty of this bank was to ensure the transfer of the

prtian tribute mortgaged as collateral for the first Ottoman loan obtained from Britain

in 1854.

money tr’ns r.
establsswank nam aséanl&p‘f Egypt in 1855. The main activity of this bank is
in
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The expansion of European trades with OE led other countries to join the club of
banks and during the reign of Sultan Abdulaziz (1861 — 76) the banks were: Ba
Constantinople (British), Ottoman Financial Association (British), Crédi éral
Ottoman (French), Société Générale de I’Empire Ottoman (British, and local

bankers), and Banque Austro-Turque (Austrian majority) and Banque Qstro-Ottomane

(Austrian majority). The below table 2.4 summarises the majqi for banks between

1863 to 1909. Those banks were forming the financial institutten and functioned as

N

R 1. 0.1 S
Table 2.4: Major Foreign Banks in the an Empirge 1863-1 O%\
P 4

source of capital for the foreign investors.

. N No. of

g 1 .
Bank Headquarters § : QNQ;IO’”&W' branches

ren ustria,

Ottoman Bank Istanbul \1863 itish ﬁ%n'ch 66
9 P

Banque de Saloniquec Salonica 888 H ian, 14

c ; Y ,<b.ttoman
The National Bank of N .
Turkey Is & 190 y c,) British 1
¥1 _i’" Italian 1
1 lé\ Greek

Soc. Commerciale Bnbul
D’Oriente \

Banque de Mételin Witilij 83
Deutsche Bank % Berli l1 German 2
Be@ g fﬁ99 German 11

Deutsche Paléstina Bank
Deutsche Orient Ba \ | Berlin 06 German 11
Wiener Bank Viénna QQ Austria 1
Anglo Palastin Nd. ¢ Jor(,)(-’ 1902 British 4or5
Anglo-Levan '%k. : o&dc@} 1908 British 1
Banque d’ N
(former |% |Cré5|iv); A@s 1905 Greek 13
Bank) N
Ban ient \C'Nhens 1904 Greek 9
Crédit nnais Lyon 1871 French 6
St. .
rc;:J SES'frg(r)lng]grle Petersburg 1909 Russian !

% di Roma Rome 1909 Italian 2
Source: Geyikdagi & Geyikdagi (2011)
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22151 Commercial Bank of Smyrna

It was the first bank that began its operations in the Ottoman Empire. Thw
was founded in London in 1844 by a group of English merchants to mge the
growing financial needs of European and their counterpart in the 1z ion. The

success story of this bank was very short with its closure during the fifnancial crisis of

1847. V
\Y

2.215.2 Banque De Constantinople \d
o g

With the support of the government, two promi inancial fi s'l' rl\fB\yltazzi

and J. Alleon a members of a French banking f

at had's in T%ng during

7 v:\ith\otal c@;{ of 200,000

pounds. The bank was mainly trying atar the Ga ankéﬁ/ho used to land

N

the French Revolution, formed a new bankgin

money to the state during its econorrﬁgssis. Wit ansi ﬁ\'n the volume of paper
e

S
currency, the bank was incap et?he d ﬁiorat'& of exchange rate which
caused a tremendous mone xs t] @Zﬁs.% ides that, the support of the
e

government was lifte he infldence of lEu@iean powers on the bank and its

decisions and byf&&he z@

state. %\ ‘? :' (,)(J
Q O

2.2.1.5. pemlucyz an B:§k

Aw‘ailures of the prior @ led the government to form a new bank that worked

agxicial central bank. In 1856, a British group in London with a capital of 500.000
otnd

Q s who was joined later by French financial group who took a 50 percent share in
e new Imperial Ottoman Bank set the first pillar of Ottoman bank. Thus, in 1863 the

bank was officially formed and managed by committees in London and Paris. These
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committees directed the day-to-day administration in the capital of the OE “Istanbul”.
An important characteristic of this bank was the fact that it functioned as Francow
bank as well as a state bank at Istanbul. (’}
Issuing gold-backed notes was a privilege given to this bank by ority and
this came in line with the monetary reforms of 1880 that enabled bank¢to seize a great
portion of the market in terms of financial transaction with the goveriment or any other
external parties (Tuncer, 2009). According to the econo mars, the Imperial

Ottoman Bank acted as quasi-central bank and it help mai tWosition of

@

European capital in the Ottoman financial markets k, 2004). 9[)8_,¥€h}bank

e@ end.@ﬁram and
asked the ministry of finance to be in charge,of king\the ount @&)0,000 liras

of paper money, under the name of ev@diye (Tun OO%:S<

=

has reached to its limit of issuing banknotes but

222 Industrial Sector

The expansion of interna nallt e twee$%e core and periphery was

manifested in the expo% tantial
4
countries (Pamuk, 198§LTh:l$ vol@ Europe led to a rapid exchange in
the trade betweQ,{%in a ' of t@v’orld and obviously the weak position of
¢
Ottoman ec %prev nted p'as%g;e)of protective tariffs that could have bring
% NN
about a in thefi PI sector (Ergil & Rhodes, 1975). By the second quarter
Yv
of thentury, Britain star@ﬁ sign free trade agreement with countries from Latin

riéa to China to establish markets for its goods and made sure a continues flow of
3 p and abundant sources of foodstuffs.
This created unprecedented expansion in the volume between centre and

periphery (Pamuk, 1988). In fact, the OE had already been forced to grant numerous
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commercial privileges to Russia as a result of the war defeat 1828-29. According to
Frank Edgar Bailey, the absence of protective tariffs was one of the underlying w
for the country’s industrial backwardness (Geyikdagi & Geyikdagi, 20&5 muk
(1987) added that British observers were fully aware on the destructi comes of
such treaties on the Ottoman handicrafts. Indeed, the dominatiomdustrialised
economies over the Ottoman economy was mainly pertain Nseries of 1838
Anglo-Ottoman trade treaties (Akarli, 2001) and tﬂ the Ottoman

underdevelopment was perpetuated. .\d
L ]

- My
The most important article of the 1838 treaty e abolition ttie ‘r@g poly

system imposed by the state on the foreign tra

ap lied jal res@ﬁons and

impg@?~
mp@ advantage over

additional customs duties on exports ata r

In the long term, the European \%@s secure
domestic competition and with theSe_i ustriﬂi&% t At backwardness was
4 N

something unpreventable. In h n politica eonomi?Ahmed Midhat (Efendi)

o))

//i@

(1844 — 1912) criticized the gove me[ ncetning éh%sed approach to attract FDI.

He viewed the polici protective i na'tur@nd rather they were serving the
4 ¢ &
foreigners. To him, Wt merrl M 0 mz%imports difficult for them [foreigners],
by imposing he@es 0 ' 'mp in order to protect the domestic industry.
¢
The below t. % shows the I"as eér?ne home countries. Though the table shows

NN
only a % arking .ye (188é\and 1914), yet from the political economic
pergﬁe it is obvious Franc\ Britain are the dominant contributors which could

4

Ce

p%}g! associated with their expansion plan over the weaker states.

N
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Table 2.5: Foreign Direct Investment by Home Countries 1888-1914

1888 1914
‘000 £ % ‘000 £
French 5,020 31.7 37,383 4
British 8,895 56.2 11,516 *14.0
German 166 1.1 28,007 Y' 34.0
Others 1,744 111 5, 50

Total 15,825 100.0 82 100.0
nylkdagl (2011)

As stated in the above chapter, the railway was thé“main ndus}hﬁfsect%.that
received the majority of FDI inflows. Sultan Ab (1839 1) ntgd-ﬁ&Bund a

network of railways as he had seen in Europ ever; u e s@\j’age of the

estgf&his came with

a concession given to those companies y monopo ies of tP@ne that were built
S
for a certain period. During the T, per 8@ an economic council
@
was established to further enh e eco ic envi o t and support the attempts

to become an industrial eco eve,al E ans members of this council and
they encouraged the s% move bi\/gb ternal borrowing to finance the
railways projects. \ %

NG

In terms omp ics, Pcca)ﬁyg Kurmus (1974) reported that there were

'
OF\(;LEGO — 1913) with capital ranging from 10,000

166 Brltls S erat gl
o one oun solirces:also indicates that the tobacco company “Société de
ointéressée des Tabcé?s de I’Empire Ottoman”, was the most prominent

y in the industrial sector. This company established as a response to the
aratlon of Muhareem Decree in 1883. It was stated clearly in the article 8 that the

monopolles of tobacco and salt revenue were ceded to OPDA.
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“The Government cedes in an absolute and irrevocable manner, as
of 1/13 January 1882 and until the complete repayment of the above

mentioned debt, the revenues from the tobacco and salt
monopolies, produced or consumed in the provinces of the Empire” \
Muhareem Decree (1883) (’)

The capital of Regie which was 100 million francs (4.4 Milli Otto%an liras),
was a joint venture between Ottoman bank, Kreditanstalt Vienna, X Bleichroder
Bnak and the Ottoman government. The reliance on OPDAv!necessary for the
order to

Régie’s performance as the company shareholders we

prevent the illegal tobacco cultivation, the company, provided farmer h‘tecwrical

assistance and advance payment. It also expande ide of Istanbul’by o@ng new

branches in multiple cities such as Samsun, AW anisa @natolia as
well as Beirut, Damascus, Aleppo and Jacm!ria am Palestine. @all, there is a

i

{<

consensus among historians that the %Iay d a significant*rele in the Ottoman

economy and even it maintained4 :lm’ort%n% eré%collapse of the OE in
4]
S i ani

f:¥1‘or OPDA that generated

revenues for the state and trWe, he’Jed t ep@t of external debts.
2 : [
e Ré

Unlike OPDA, th e was o Qﬁd@ms with the Ottoman government.

One of the main r@f suctl conflict was

1924. More importantly, the Régi ale

H%number of people who died every year

N
(2000 people) 4 Mgh betwe }hb egie’forces and the tobacco smugglers. Besides
that, the g@t yu ing tt%éccounting figures in the financial reports. For
i undra reﬁ?g;ible gap between the reported real capital, which

&Y

Wa& illion Ottoman lira, ‘and the real capital. He added that, the difference was

%d in a secret account as a security fund. Other industrial sectors received the

OEntion of European companies such as textiles, liquorice, and agricultural goods.

Table 2.7 shows the major foreign companies in the industrial and commercial sectors.



Here we shall argue that the trade treaty between Ottoman and British provided a strong

platform for the British entity to invest heavily in the main sectors as we can see .

Table 2.6: Major Foreign Companies in the Industrial and CommercSF@ors

No. of .
Industry Eirms Location Home?@ry
Cotton Ginning, 5 W Anatolia Britain

Baling V
Thread (Cotton ; W Anatolia, . y
& Silk) Adana, Tarsus g
Textile (Cotton & 5 W Anatolia, L 1qi nl
Wool) Istanbul g

. . Britaifr (2), Belgi 19,
Carpet Weaving 4 W Anatolia stria (1 I L}Y'
Foundry & 7 W Anatolia o
Machinery
Electrical
Machinery 1 Istanbul
Valonia 2 W Ana%&
Licorice 3 W & i

Oil & Margarine 25 W%Anato
Soap 1 ‘% @
Flour 8 | na%j
onp ‘%

Wholesale & ide i
Retail Trade s distributed) ! 0’ ritain (5), France (3)
Bread Factory \ %u s C,}, Britain

. | & Britain (1), France (3),
Construction & 6 ; % Belgium (1), Switz.(1)
Brewery \ 3‘
Consulta 3

anbul, ir Switzerland (1),Britain (2)
|

IJanPuJ France
g Source: Geyikdagi & Geyikdagi, (2011)
% 9
2.2. ricultural Sector\c')
§|$e economy of OE in the 19" century was manly characterised by the growing
Qﬂl nce on agricultural trade. The first agricultural census was undertaken between
9

07-8and it was showing that the total output, agricultural labour force, and total land

under cultivation. The figure 2.6 shows the long-term trends in OE agriculture for s
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benchmarking year since 1870. The official statistics suggest that the production of
cereal was declining in late 19" century. Two main reason caused such deteri?ﬂ,
first, the political instability which enabled the producers to cuItivate@land.

Second, the tax evasion as the framers tended to hide their crops to avoieAQpplication

of agricultural taxes. ?

Table 2.7: Basic Indicators for Agriculture in

Basic Indicators for Annual growth
Agriculture 2 \#
1870 880 | 1950
Total Population, mill. 11.4 ’ 8'68 g}‘
Rural Population, mill. -6 7R
Ag’l Labor Force, mill. 4.2 7 P 4

Land in use, mill ha. 75 Y?A
Land/Labor,
ha/worker c\/ "G\

\’3 Y
The usage of agricultural t s | ers 'Snix their products and
6 e,

. expa

o
introducing new enhanced corﬁ\ ion in ota@uction and other products

such as sugar beets and tea?'{!d thefgov ent @tablish state farms. However,
'ﬁ)Z:

l Q
with the rapid utilizatio achinepy 890s led to international trade between

OE and Europear@nts tolwitn a hi%lgblume of agricultural exports from OE

N
towards Euro WS been es ed ti&()l’.he years between 1870 and 1913, the GDP
'

per capita i easinm?ve g‘es\&.ﬂj% per year. This increase was pertained to

the agri r outpu‘t’ a eﬁortwﬁdeed, the statistics shows that 90% of the exports

4
WPK Itural goods namel?&?)bacco, wheat, barley, raisins, figs, raw silk, raw wool

‘éyium were the leading export commodities. From the economic growth
Ospective, the agriculture contribute to economic development in five ways: 1) supply

necessary food for population,, 2) reducing the budget deficit through exports 3)
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absorbing labours and creating more reliable and persistent income; 4) savings and

capital for industry; and 5) market for the output of the industrial sector. Yv

2.3 Summary A

The Ottoman economy was shaped by the economic treaties signed with a number
of European countries in which the economy turned to be an exportés’of raw materials
and importer of the manufacturing goods. Under these ch's, the Ottoman
failed to establish a strong industrial foothold that canwstand aWincoming

ustrially a e‘o@lly.

e riof i res cRﬁe reader

i ongeexperts,in thigé;g
&S

products and it turned into ‘backward country’, bo

With that in mind, the next chapter intends to di
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