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OZET

Demiryollan 19. yiizyithn baginda bati diinyasinda ortaya giktign zaman, ¢agdist olan
ulagtirma sistemlerine olan biiyiik ustinliifii sebebiyle kisa zamanda bitiin diinyaya
yayilmigtir. Bathi devietler bir siire sonra bu ulaghrma sistemini diinya ekonomisini
sanayi kapitalizminin sartlarina gore yeniden orgutlemede kullanilabilecegim fark
etmislerdir. Boylece batili devletler, gelismemig ekonomilere sahip olan tilkeleri kendi
iiretim merkezlerine baglamak i¢in buralarda dogrudan demiryolu yapimna
girigmiglerdir.

19. yiizyilin son ¢eyreginde, hizlanan emperyalist yansta demiryollan onemini arttirmig
ve ekonomik gayelerin diginda politik bir ara¢ olarakta kullamimaya baglanmgtir.
Osmanh imparatorlufuda bu gelismelerden paym almis ve kapitalist diinya
ekonomisiyle biitiinlesmeye ¢ahsirken batili devietlerin politik ve ekonomik baskist
altina girmigtir. Diger yandan, devieti modernlestirmeye calisan Osmanh yoneticilen
ilkeyi ekonomik iflastan kurtaramamuslardir. Cumhuriyetin kurulmasiyla birlikte
demiryolu politikalannda oénemli degismeler olmuy, o zamana kadar bati
emperyalizminin bir aracit olan bu ulagtrma sistemi milli ve ekonomik bagimsizhi
kazanmak i¢in kullaniimaya baglanmugtir. Sonug olarak denilebilirki, demiryollan
Osmanh ve Cumhuriyet devirlerinde birbirine zit amaglarla inga edilmugtir.
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PREFACE

The railroad was probably one of the most important inventions of the 19th century
which caused many impressive changes in the world. It was such an important
invention that it developed rapidly and thousands of kilometers of railroads were
constructed in a few years. Regarding the means of transportation of the era, the
economic superiority of the railroads was unquestionable. After that mass
transportation became possible throughout the world, especially inland where the

possibilities of sea or canal transportation did not exist.

Soon, western countries saw the other benefits of railroads. They understood that they
could use this invention as an instrument of politics especially in their relations with
non-western countries. These non-western countries were at that ime far behind the
technological and economic developments of the era. Western countries exercised a
colonial policy throughout the world and before the end of the century most of the
non-western countries became political colonies. Railroads were used in this process
and western countries undertook the construction of many railroad projects in the
underdeveloped countries. However some of these countries managed to escape from

these colonial policies.

The Ottoman Empire was one of these countries which managed to sustain its political
independence. Although the Empire was far behind the military and economic
developments of the world, it was too big and strong for any western power to
colonize singlehanded. So they divided the Empire into influence zones amongs
themselves. In this process, first Britain then France and Germany constructed many



railroads in the regions under their influence in the Ottoman lands. These
developments continued with the global changes in the world.

Ottoman administrators, on the other hand, saw many economic, social and military
benefits in constructing railways in their country. However, they did not have the
necessary capital and technology to build these railroads, thus, they were obliged to
grant many privileges to the western countries such as kilometric and interest
guarantees. These privileges gradually became a burden on the state budget and caused
the financial bankruptcy and the economic colonization of the Empire. The
economically weak state could not prevent the acceleration of the nationalism
movements and the process of political disintegration. The efforts of the Ottoman
administrators were not sufficient to rescue the Empire. They understood that a strong
national economy was needed and the Empire had to get rid of the economic
colonization of the west. But they were unable to succeed and the Empire collapsed at
the end of the World War 1.

With the establishment of the Turkish Republic the new government's policy regarding
railroads also changed. The ideas of establishing a national economy and forming an
independent nation state dominated the country. Economic development was seen as
inevitable for realizing this goal. Railroads and the idea of having an efficient
transportation system were evaluated in this context and were given atmost
importance. An large part of the economic resources were spent on the railroads as
had been done in the Ottoman Empire. However, the principles and goals about
railroads changed. The new administrators of the Republic saw the railroads as an
instrument for rescuing the country from imperialism. They constructed thousands of
kilometer of new railroads without giving any concessions to other countries and these
railroads were kept under the control of the state. They also nationalized all the lines,
under the privilege of foreign companies and repaired and developed the old ones.



These were the general characteristics of the developments of the railroads in the
Ottoman Empire and Turkish Republic. There are considerable differences in the
reasons for constructing railroads regarding these two periods, hence, the main goal of
this study 1s to examine this process in a comparative way. So that, the different aims

and principles in the construction of railroads can be determined.

In the first chapter, the historical development of railroads and their importance in the
process of capitalism will be evaluated from an economic and political perspective. In
the second chapter, the development of the railroad in the Ottoman Empire will be
studied both as a part of Ottoman modernization and also the western colonization
process. By examining closely certain railroad projects, it will put forward how this
method of transport became an instrument of political influence aiming to realize
economic and political colonization policies. In the third chapter, the republican era
will be examined from the point of changing policies and principles. Again by being
specific about certain republican railroad projects, the aims of establishing an
independent national economy will be evaluated. Finally, in the conclusion, the
difference in attitude between the Ottoman Empire and Republican Turkey will be
defined.

In the 1990's the transportation problem of Turkey has not yet been solved. The
deficiency of efficient transportation plans is an important factor in this problem. The
political factors still play an important role on the transportation systems, hence studies
about the political aspects of railroads or other methods of transportation could help to

generate new solutions.
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| CHAPTER |
INTRODUCTION (HISTORICAL REVIEW OF
RAILWAY DEVELOPMENT IN THE PROCESS OF
CAPITALISM)

The enlightenment period which began with renaissance and reformation movements
brought about a situation which created an opportunity for new inventions and new
discoveries. In this environment, new sea routes were discovered in the 16th century.
With these discoveries reaching the furthermost regions became easier and
communication among the countries developed. Europe especially was influenced by
this. Since many countries could be easily reached from Europe, European trade
developed and opened up the world. Thus a new social and economic order began to
dominate the world. This was capitalism. Capitalism is the economic system, dominant
in the western world since the break up of feudalism. In this system the means of
production are privately owned and income is distributed largely through the operation
of markets. Contrary to feudalism, in the capitalist system there is an open economy
which produces for the market. So the first stage of capitalism called the commercial
stage began. In this first stage the world economy developed rapidly with increasing
volume of trade.!

! Sevket Pamuk. The Ottoman Empire and European Capitalism 1820-1913 (London: Cambridge
University,1987), pp. 2-3. See also, Dankwart A. Rustow, "The Modernization of Turkey In Historical
and Comparative Perspective”, in ed K. H. Karpat, Social Change and Politics in Turkey (London:
Leiden, E.J. Brill, 1973), p. 94.



The 19th century witnessed impressive structural changes in the development of
capitalism in the western world. With the invention of the steam machine, important
developments occurred and the mode of production changed. Machines took the place
of substituted manual labor which in turn caused an explosion in the amount of
production; producing large amounts of goods became cheaper and easier. Each day
more and more capital was used to integrate machines into the production system. This
was a new stage in the capitalism called industrial capitalism. From then on Britain and

other western countrnes became the center of production.?
Pamuk explains the situation as follows:

"The industrial revolution transformed the economies first of Britain
and later of western Europe into mass producers of inexpensive
manufactures. By the second quarter of the 19th century, the leading
European countries were trying to establish markets for their
manufactures on the one hand, and to secure cheap and abandoned
sources of food stuffs and raw matenials on the other. Hence,
chronologically speaking, the first impact of the industrial revolution on
the present-day third world involved an unprecedented expansion in the
volume of trade and a shift in its composition. The technological
revolution in overseas transportation, coming later in the century,

helped accelerate this trend."?

As a consequence these western countries wanted to supply their increasing needs from

the non-capitalist or pre-capitalist countries. They tried to transform these countries

2 Orhan Kurmug, Emperyalizm’in Tarkiye'ye Girigi (Istanbul: Bilim, 1974), p. 10.

3 Pamuk, op.cit.,pp. 2-3.



into the producers of raw materials or in other words to the periphery of world

economy.*

In this context the importance of transportation was recognized, as it was very
important for realizing the above mentioned world order organized in the form of
center and periphery. Transportation was very important for the reason that goods and
raw matenals must be transported from the centers of production to the markets.
Especially in the 19th century the relative importance of the transportation was even
greater. The transportation carried out by horse carniages and camel caravans was very
expensive. The cheaper alternative of sea transportation and transportation on the
canals and rivers was very limited as it was impossible to reach inland. XXXXXX Thus,
railroads,’ after it was first established in 1830 in England, were rapidly developed and

4 Donald Quataert, "Main Problems of the Economy During the Tanzimat Period”, in ed., Hakk:
Dursun Yildiz, 150. Yilinda Tanzimat (Ankara: Tiirk Tarih Kurumu Publications, 1992), pp. 212-213.
See also, Caglar Keyder, Toplumsal Tarih Caligmalar: (Ankara: Dost, 1983), p. 62.

3 The railway as we know it originated from England. But the use of wheeled vehicles on rail lines
came many years before the advent of mechanical traction. There is a reference to a railway in Europe
as carly as 1550. Before the end of the 16th century, mining railways were introduced in Britain,
particularly in the northeastern coal-mining area. In the 18th century horse-drawn railways of this
kind were to be found not only in England but also in Wales and Scotland. Their application was
increased with the introduction of cast-iron for wheels and for the plateways over which the wagons
ran.The earliest steam engines hovewer, were too bulky and heavy for traction purposes. See,
Vahdettin Engin, Rumeli Demiryollani (Istanbul: Eren, 1993), p.16. See also, Musa Cacirc,
Tanzimat Doneminde Anadolu Kentlerinin Sosyal ve Ekonomik Yapilar: (istanbul: Tiirk Tarih
Kurumu Publications. 1991), p. 300. Although wagons carrying steam engines which would travel on
ordinary roads by means of their own power had been built by Oliver Evans of Philadelphia in 1801
and by Robert Trevithick, a cornish engineer, in 1804, the first locomative constructed to run on rails
was built by William Hedley and Timothy Hackworth in 1813. George Stephenson who is commonly
considered as the originator of the locomative, finished a similar contrivance the next year and
continued to improve his invention until it actually became a commercial success. In 1822 he had
several in use at the Hatton Colliery, where he was chief engineer, and had converted the tramway
into a steam road. The opening of this tramway a stcam railroad on November 18, 1822, was attended
by a very large crowd, who came to see the novel mode of hauling coal. In 1815 Stephenson invented
the steam biast, which doubled the power of the locomotive, and in 1816 invented a direct and simple
communication of power from the cylinders to the driving wheels. See, C. Clement Williams, The
Design of Railway Location (Newyork: John Wiley & Sons, Inc., 1924), pp. 2-3.



in a short time successfully filled this gap in the transportation system. They were
néarly perfect systems regarding their relative superiority to the previous ones.5

Thus railroads became one of the most influential elements of the western
capitalization process. This was due to the remarkable efficiency it brought to the
transportation system compared to the previous one. According to Novigev, 2 camel
could carry 230-250 kg. load two or three kilometers and could walk 20-30 km. in a
day. The commercial viability of camel transportation varied according to the road
conditions and traditions; in those days, a one tone load was fixed between six kurug
and twenty kurug. However railway transportion was cheaper than camel, because, a
one tone load was fixed at less than four kurus.”

In 1846, about 192 million tonexkm were carried by carriages through customs.
However, in 1868, (22 years later) the load which was carried on the railway was 5042
million tonexkm which was an impressive amount in comparison with the old methods.
The railroad was such an important invention that thousands of kilometers of railroads

were constructed in a very short time both in Europe and in the USA 3

The impressive and rapid development of the railways not only affected the
transportation system. But also aﬂ"ected the whole economic structure of the world,
and consequently, helped in the development of the capitalist production system. These
effects can be listed as; a) The direct effect on the transportation system which was
mainly a remarkable decrease in the costs. b) Its direct influence on some industrial

6 Ismet Ergin. Tarkiyenin Ekonomik Kallinmasinda Ulastirma Sektdrd (Ankara: Hacettepe
Universitesi Iktisadi ve Idari Bilimier Faculty publications, 1985), p. 21.

7 A. D. Novigev, Osmanl: Imparatoriugu'nun Yar-Somirgelegmesi (Ankara: Onur, 1979), p. 13.
8 According to the investments, if today the load which was carried on the railway in Germany was

intended to be carried by carriages, all the population had to be carriage driver. See, Ergiin, op.cit., p.
22,



sectors such as the steel and coal industries which were developed because of the
demand created by the railway projects. c¢) Indirect effects on the other economic
sectors which appeared after the development of the railways. d) The indirect effects
on the structure of the world markets. The way in which the railways affected industry

will now be examined.?

A) Railroads compared with the existing systems in the 19th century severely lowered
the transportation costs as it encompassed mass transportation with a considerably high
speed. This decrease in the costs increased the demand for the industrial products and
raw materials which were previously not economic to purchase. Thus, it increased the
volume of foreign and domestic trade compared with the period before the railways.
As a result, the amount of production increased considerably due to the developments
in the railways!®. For example, between 1850 and 1910 the production of coal
increased about 14 times, the production of iron-steel increased 12 times and
production of gold increased 13 times. The increases in the production of other
consumer goods were (1881-1914) the production of wheat which increased 1,6 times,
(1884-1915) the production of cotton which increased 2,2 times and (1880-1915) the
production of sugar which increased 3,5 times. The statistics show that the
development of railways increased production and helped in the industrialization of the

world economy.!!

B) Regarding the above benefits many railway projects came onto the agenda and

thousands of kilometers of railroads were built in a very short time. As an outcome, the

9 Tbid., pp. 22-24.
10 Kurmus, op.cit.. p. 22.
1 Tevfik Cavdar, Osmanhilarmn Yari-Sémitrge Olugu (Istanbul: Ant, 1970), p. 21.



demand for iron, coal and machines increased and these sectors also showed

considerable development 12

C) The developments in the iron, coal and machine industries caused developments in
the other sectors. The most important of these was the finance. As railroad projects
needed huge amounts of capital investments new banks and financial organizations
were needed to support these projects. So this sector was also developed. In the bond
markets of the European countries constructing railroads, the share of the bonds and
stocks of railroads increased. For example: In 1870, on the Berlin stock exchange 175
of the 359 shares were railroad shares.!?

D) The most important effect of the railroads was the transformation in the structure of
the world markets. Railroads joined the European production centers to the new
markets. As a consequence, those regions having rather closed economies integrated
into the world economic system. Before the railroads it was impossible to balance the
lack of some products in some regions with the surplus of production in the other
parts. Secondly, the price of the same product could differ to a high degree in vanious
parts of a country. For example: In France, in 1801 the price of wheat could differ 260
per cent. Thus, the railroads transformed the local closed or semi~closed economic
systems to ones which were integrated the world economy. So, exchange of goods and
products became easier. 14

12 Engin, op.cit., p. 18.
13 Ergiin, op.cit., p. 25.

14 Ergiin, op.cit., p. 23. Sec also Murat Ozyiiksel, Osmanl-Abnan Iliskilerinin Gelisim Sirecinde
Anadolu ve Bagdat Demiryollar: (Istanbul: Arba, 1988), p. 1.



The influence of railroads in underdeveloped countries was very remarkable. It caused
a lot of economic and cultural developments in these regions. This resulted in a
collapse in the traditional production methods used in these areas.!’

As a result, railroads had numerous effects on the economy as defined above. Besides
this, it also had social and cultural effects. For example, new cities were established
near the railroads. Also the exchange of cultural values increased as railroads facilitated
travel. Thus, the railroad was a very important invention and deeply affected human
life.

However the western countries, after realizing the above benefits of the railroads, tried
to use it as an instrument against pre-capitalist countries according to their expansionist
economic and political policies. The aim of selling more goods and buying cheaper
resources directed western countries to the markets of pre-capitalist or non-capitalist
countries. Hence world trade increased in volume. Western countries also loaned
considerable funds to these countries and invested vast sums of money I
infrastructure projects such as railroads. All these were aimed at expanding trade and

integrating these countries into the world economy. 16

In the process of capitalism, the railroad was one of the main tools of western countries
for reorganizing the world economy in the order of center and periphery. By this
system western countries would become the center of industrial production whereas
the non-western or non-capitalist countries would become the periphery or in other

words they would be the producers of agricultural goods and raw materials. Thus in

15 Pamuk, op.cit., p. 53.

16 Pamuk, op.cit., p. 3. See also, Edward Mead Earle, Turkey, The Great Powers and The Bagdad
Railways (Newyork: The Macmillan Company, 1923), p.3. See also, Caglar Keyder, Dinya
Ekonomisi Icinde Tarkiye (1923-1929), (Ankara: Yurt publications, 1993), pp. 13-15.



the period of free trade and rivalry in capitalism they realized the first railroad projects
in the non capitalist or pre-capitalist countries. The main aim of these projects was to
integrate those parts of the world to the European production centers so that European
goods could reach those markets easily and also they could import raw matenals from

those countries.!?

When we come to the 1870's another stage of capitalism, called industrial capitalism,
began in the world. The main determining event of this period was the establishment of
German Union and her entry into imperalistic competition. This then turned into a
race for sharing the world. The aims of capitalist forces were to establish colonial
empires and share the semi-colonial countries. This aim directed much of the capital in
the metropol countries to areas where the capital need was less and the proportions of

profit were high 18

European countries which were the owners of capital turned towards the countries
which were weak in technology and which had very limited capital. They started to
apply their plans, but expensive transportation was a disadvantage for them!®. An
efficient transportation system depending on railroads was the best solution. Thus, the
investment of capital was mainly concentrated on railroad projects and all western
countries tried to construct railroads to the countries which they wanted to colonize. If
they managed the political colonization of a country they could easily got the benefit of
these markets. In 1913 before World War I, we see that there was almost no country in

the world which was not shared by the monopolies and impenalist forces.? In the

17 Fahir Armaoglu, 20 Yagyd Siyasi Tarihi (1914-1990) (Ankara: Tirkiye Isbankas: Kiiltiir
publication, 1991), p. 81.

18 Cavdar. op.cit., pp. 8-19. See also, Kurmus, op.cit., p.10.
19 Earle, op.cit., p.3.
20 Cavdar, op.cit., p. 26.



places where they could not manage the full colonization of a country, as in the case of
the Ottoman Empire, China or Iran, they tried to divide them among themselves into
subordinate regions and to build up strong economic and political ties to control their
regions. Again railroads were one of the most important investment instruments. In the
Ottoman Empire, for example, each of the impenal countries tned to construct
railroads in the regions which they thought they could control in the future. Of course
this is a simplification of the situation and there are other economic and political factors

affecting these developments.2!

These projects were applied through different economic and political methods
according to the country in which they were established. The degree of western
interest in these regions was also another important criteria in the development of these

projects.

When the subject is seen from the point of view of the non-capitalist countries the
situation is different. These countries themselves wanted to adopt the developments in
the western world. However, the countries, which wanted to change their system in
order to keep up with the West, reached a common point: they were dependent on the '
superiority of the technology and economy which western countries had developed.
Thus, they decided to import this technology and to look at this situation in a positive
manner. The railroad was one of these technological superiorities and they thought
they could both build up their transportation systems and develope their economies.
Capitalist countries, too, saw this as a chance and started to construct railways. As a
result the railroad developed rapidly as it was useful for both sides. 2

2! Pamuk, op.cit., pp. 2-3. See also, Engin, op.cit., pp. 18-19. And, Lothar Rathmann, Berlin-Bagdat
Alman Emperyaligminin Tirkiye'ye Girisi ( Istanbul: Belge, 1982), pp.35-36.

2 Engin, op.cit., pp. 18-19.



CHAPTERII
DEVELOPMENT OF RAILROADS IN THE
MODERNIZATION PROCESS OF THE OTTOMAN
EMPIRE

In this chapter, the introduction and the development of railroads in the Ottoman
Empire will be examined. This will be done within the frame of the Ottoman
modernization process which was under western economic and political influence
aiming to integrate it into the captalist world economy. In other words within the
boundaries of its process of transformation to being an economic colony. Western
powers, mainly Bntain, France and Germany had important advantages in different
parts of the empire. Thus, during vanious decades of the 19th century until the collapse
of the Empire, these countries put the Ottoman administrators under strong political
and economic pressures. Railroads, being one of the most important tools of these
foreign pressures, always occupied an important place in the political and economic

developments.

For the Ottoman administrators the railroads held the same importance as for the
western powers, because railways ensure economic, military and political benefits.
Hence, many economic and political concessions were given to the western companies
working on the railroad projects in the empire. Although the benefits of railroads to the
Ottoman. Empire were unquestionable, the entrance of railroads into the Empire
developed in such a manner that in the end it helped to transform the Empire into a
semi-colony and a peripheral country of European industry.

10



At this point it must be said that, it is not possible to explain the Ottoman
modernization process and the development of railroads only with the internal
dynamics of the Empire but rather it must be explained with the compiex interaction
between the internal and external dynamics such as the forces which wanted to

integrate the Empire into the world economy.®

In order to understand how and why or under what conditions the railroads came to
the Empire and became an instrument of imperialism in the 19th century, the dynamics
of economic and political developments will examined together, as it is not possible to
explain the development of the raiiroad from economic or political points of view

alone.

A- THE MODERNIZATION OF THE OTTOMAN EMPIRE
AND THE ENTRY OF RAILROADS:

At the beginning of the 19th century the traditional social system and the administrative
structure of the Ottoman Empire was beginning to collapse. The Ottoman treasury and
fiscal system was in a very bad condition. The traditional land order and the strength of
the central government came to an end. The attitudes of semi-feudalism were seen
among the local administratives. The Ottoman army was behind the developments
taking place in the western armies. Thus, they began to lose more and more lands
through wars. Every land lost worsed the Ottoman fiscal system. In addition, western

economic influence was affecting the Ottoman production system in a negative

B Pamuk, op.cit., p.1. See also, Kemal Karpat, "The Transformation of The Ottoman State 1789-
1908, in ed., Metin Heper Readings in Turkish Polifics (Istanbul: Bogazici University Publications),
pp. 75-76. And, [ikay Sunar, State and Society in The Politics of Turkey's Development (Ankara:
Ankara University Press, 1974), pp. 14-15.

11



manner. The nationalistic movements and the demands of ethnic groups living in the
Empire increased after the French revolution. Briefly, the Ottoman system could no
longer keep up with the developments in the world. %4

In these severe conditions, the need for reforms was inevitable. The first reforms came
into action in the military field. Selim III tried to establish 2 new army. He was
confronted with severe reactions and rebellions and in the end he was executed. But
the reforms did not stop and continued during the period of Mahmut II. His main aim
was to reestablish the central authority. Thus, although he had signed the "Deed of
Alliance” (Sened-i Ittifak)?> with the local leaders (Ayans) he began to fight against
them in order to lessen their powers. He also sent many people to Europe and opened
schools in the Empire in order to introduce western education to the people. These
people learned about the new western culture and formed a new bﬁreaucratic
administrative class when they returned.? This class, from then on played the most
important role in Ottoman modernization. A strong bureaucracy also helped in a
renewed centralization of power.?” The point of centralization of the political power
was important as it would influence the reasoning of Ottoman administratives when

they decided to bring railroads to the country.

Ottoman reforms, on the other hand, were too limited to keep up with the West.
Hence, the Ottoman state became weaker each day. With the rebellion in Egypt the

24 Cavdar, op.cit., pp. 28-31. See also, Karpat, op.cit., p.81. And, Armaoglu, op.cit., pp.41-42.

25 Emre Kongar, Imparatoriuktan Ganamaze Turkiye'nin Toplumsal Yaps (Istanbul: Remzi,
1992), p. 67. See also, Metin Heper, "Center and Periphery in The Ottoman Empire with Special
Reference to the 19th Century", Readings in Turkish Politics, pp. 57-58.

2% Bernard Lewis, The Emergence of Modern Turkey (London: Oxford University Press, 1962),
p.87.

27 Karpat,op.cit., pp.81-88. Sec also, Halil Inalcik, "The Nature of Traditional Society: Turkey”, in
ed., Metin Heper, Readings in Turkish Politics, pp. 10-16.
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Ottomans were obliged to demand the help of England, in order to keep its integrity.
But these aids made the Ottomans more dependent on the West and in 1838 they had
to sign a free trade agreement with England. This agreement was not the only one. In a
very short time the Ottomans signed similar agreements with other western
countries.?® These agreements caused the loss of Ottoman control on foreign trade.?®
It opened the Ottoman markets to western goods and most of the traditional Ottoman
artisans lost their jobs as they could not compete with cheap western goods produced
by higher technology.3® This was the first stage, which was the free rivalry period, in

the integration process of the Ottoman empire into the world economy.3!

On the other hand the reforms in the social and political fields continued. In 1839,
Abdiilmecit announced the decree of Tanzimat. (Impenal Rescript of Giilhane-Giilhane
Hatt-1 Hiimayunu) This decree, although it was not exercised thoroughly, sustained the
right of private property and life guarantee. This was a major turning point in the
Ottoman social system which would be a base for the later economic political
developments. Reforms continued in the legal and educational fields. All these reforms,
increased the number of civil servants and military expenses which further weakened
the Ottoman treasury. The Ottomans needed money to meet these expenses. This led

2 Charles Issawi, The Economic History of Turkey 1800-1914 (Chicago: Chicago University
Press,1980), pp. 97-100. See also, {Ikay Sunar, "State and Economy in the Ottoman Empire”, in ed.,
Faruk Birtek, The State and The Ecomomy in The Ottoman and The Republican Periods
(Unpublished) p.77. And, Caglar Keyder, Toplumsal Tarik Caligmalars, p. 159.

® Dogan Avcioglu, Tarkiye'nin Dizeni (istanbul: Tekin, 1987), pp.104-109

30 For an optimistic approach to the 19th century economic development see, Zafer Toprak,
"Modernization and Commercialization in the Tanzimat Period 1839-1875", in ed., Birtek, op.cit., pp.
2-15.

31 Novigev divides this purposes into two periods. The first one is the period of free rivary capitalism
and second one the period of imperialism. See, Novigev, op.cit., p. 13.
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to the establishment of a new phase in Ottoman history. This phase could be defined as

the entrance of foreign capital to the Empire.32
Pamuk defines this point as follows:

"Large amounts of capital from the industrialized countnies were
invested in the periphery during the 19th century. These investments
can be grouped under two headings: (a) direct investments in
enterprises and (b) lending to governments. During the period before
World War I, most of the direct investment was placed in infrastructure
such as railroads and ports rather than in production activities such as
agriculture or industry. A limited amount of investment in mining was
the most important exception to this generalization. Moreover, that part
of lending to the government which was used for investment rather than
for meeting current expenditures also went primarily to infrastructure
such as railroads. As a result, most of the foreign investment in the
periphery did not directly alter the patterns of production. Rather, it
facilitated the expansion of center-periphery trade through the

development of infrastructure."33

The first aspect which was obtaining loans from the western powers was a very
important turning point because the increasing amount of loans made the Ottoman
state more and more dependent on the western powers. They took the Empire under

their political and economic influence and used it as an instrument of colonization.

32 Roger Owen, The Middle East in the World Economy 1800-1914 (London: Methuen,1981),
pp.109-110. See also, Karpat, op.cit., pp. 90-91. And, Rustow, op.cit., p. 99.

33 Pamuk, op.cit.,p. 55.
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They even competed with each other in order to give more loans.34 However, getting
loans was not an easy process. The difficulty did not come from the west but rather it
was the Ottoman administrators who were unwilling to borrow. The economic
conditions were severe and most of the resources of the public budget were lost; The
Sultan and the administrators refused the proposais of the west; in 1846 the economic
depression peaked, but Abdiilmecit still did not want to borrow. The Bntish
ambassador Stratford Canning submitted a report to the Sultan which talked mainly
about the reforms which must be realized but a]so offered attractive conditions for a
loan. Although Abdiilmecit initially refused this loan within a short time he was obliged
to take it up. This point is important as it shows the good intentions of Ottoman
administrators to rescue the state.3 However, the process of borrowing developed and
Ottoman state rapidly got into debt. These loans were used for current and military
expenses and towards to end of the century these developments resulted in the
establishment of the Diiyun-u Umumiye 3¢ This was an institution which was
established by the western states for controlling repayment of the loans. The most
important sources of income of the state such as tax on salt, tobacco, tithes, silk were
transferred to this institution. So the Ottoman state lost her fiscal authority whicix was

one of the determining factors in the Empire becoming an economic colony.3?

It is not wrong to say that the main goal of Ottoman administrators was to save the
Empire from dissolution.3® This aim continued until the establishment of the Republic

34 Owen, op.cit., pp. 100-110.
35 Cavdar, op.cit., pp. 38-40.
36 Ibid., pp. 44-48.

37 Issawi, op.cit., pp. 361-365.
38 Rustow, op.cit., p. 101.
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and the demise of the Ottoman Empire. As a consequence, the Ottoman administrators
realized each reform and renovation for this purpose, hence it is not wrong to say that
the railroads were also brought with this aim in mind.3°

In this process of modemization the first raiiroad project came on the agenda in 1850.
This was the main point of the second aspect of the foreign capital in the Empire which
was making direct investments. These direct investments of the west to the Empire
was mainly concentrated in infrastructure. Although other type of investments such as
investments in trade, banking and mining sectors were also important, only the
investments of in the infrastructure, which mainly covers the railroads, will be
examined according to the purpose of the thesis.

3% Pamuk, op.cit., p. 56.
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Figure 1 : THE SECTORAL DISTRIBUTION OF THE FOREIGN CAPITAL
EXCLUDING THE FOREIGN DEBTS (%)

SECTORS 1890 1914

RAILWAYS 41.1 63.1
HARBOURS 23 43
MUNICIPAL SERVICES 11.5 5.1
BANKING 23.5 120
INSURANCE | ... 0.7
COMMERCE 6.0 5.8
INDUSTRY 10.0 53
MINNING 5.6 3.7
TOTAL 100.0 100.0

REF: Sevket Pamuk, "Osmanli Imparatorlufunda Yabanc: Sermaye, sektorlere ve Sermayeyi ihrag eden tlkelere
gore dafnlim, (1854-1914)", in Tarkiye Iktisadi Tariki Azerine aragtirmalar ODTU Gelisme Dergisi, special
issue, pp. 143-144 quoted from Muhtesem Kaynak, Demiryollars ve Exonomik Geligme, Ph. D. (Ankara: Gazi
University, 1982), p. 159

As can be seen in Figure I, the amount of foreign capital stock directly invested on
railroads was close to two-thirds of the whole direct investments. In 1914, railroads
were the most important pattern of foreign investment in the western countries. This
was the outcome of the general trend in the world economy. At the end of 1913, of the
3,700 million pounds of British capital abroad, around 42 per cent was invested in
railroads. French and German investments abroad also showed a similar pattern. Of the
1,800 million pounds of French capital abroad in 1914, close on two-thirds was
invested in foreign state debts; the railroads share was over 15 per cent. Of the 750
million pounds of German capital invested abroad during 1880-1914, 64 per cent went
to foreign government bonds while the railroads absorbed approximatety 25 percent.4
This point highlights the importance of railroads in the colonization programs of the

40 Tbid,, p. 68.
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