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Western Anatolia and its most important city-port, Izmir, became fully in-
corporated into the world economy, with the largest part of it being drawn in-
to the international market, during the course of the nineteenth and early
twentieth centuries. During this period, which started and ended with two ex-
pansionary phases in the world economy, there was increasing western econo-
mic penetration in the city's and its environs'economy, as well as growing lo-
cal cpital accumulation and activity. Although trade remained important -- as
commerce. remamed the most important vehicle for western economic penetra-
tion in the region -- its economy became more diversified, including the deve-
leopment of an industrial sector (albeit geared greatly to the international
market), the establishment of banks (although private merchant bankers still
functioned) and the buﬂdmg of infrastructure. The regmn also experienced a
Very considerable demographic growth.

Whilst the largest sector in Izmir's economy was trade, the largest sector’
in western Anatolia's economy remained exportoriented agriculture. Western
Anatolian agricultural production was by no means a monoculture. A large
“variety of crops made up its principal exports of dried fruit, figs, raisins, cere-
als, wheat, cotton, valonia, madder roots and minerals among others, whilst
its imports consisted of cloth, the most sought after good of western manufac-
ture since the seventeenth century, other manufactured goods such as glass-
ware, ironware, silverware and colonial goods. Although a system of caravans,
and in some areas railway-as well as maritime transportation, linked the area
with the international market in' more far-reaching ways than in the prece-
ding century, the pattern of trade of western Anatolia with the West remai-
ned the same: it was that of a largely non-industrialized economy exporting
mostly untreated or semi-treated agricultural goods and raw materials in exe-
hange for the manufactured goods of the industrialized advanced economies of
the West.

Although in the nineteenth century areas in the western Anatolian coastli-
ne (such as Ayvalik, -Antalya, Kusadasi) and the Aegean islands acquired gre-
ater direct links with the international market -- with some western shipping
lines running regular direct schedules between the coastline, the Aegean is-
lands and the West -- Izmir still dominated the area, drawing to itself most of
the economic activity, including trade. Its commercial mgluence in fact exten-
ded well beyond the area into central Anatolia. It had been so since the eigte- .
enth century when deliberate Imperial Ottoman policy had funnelled Otto-
man trade to the West through Izmir till such centralization acquired its own
economic momentum. In the nineteenth century, although direct links with
the West were theoretically possible from any part of the Ottoman Empire,
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since with the 1838 Trade Convention free trade was the norm, Izmir retained
and even strengthened its supremacy further afield for a number of reasons.
It had the most developed infrastructure, the capital resources (it had always
been a clearing house.for purchases or sales made in the surrounding area),
and the largest network of" entrepreneurs to get the best terms on a transacti-

- on. It retained this supremacy in the early twentleth century, its demographlc
growth reﬂectmg this.@ ;

Vis-a-vis the Ottoman Empire as a whole Izmir, which had emerged as the
most important port in the Empire's trade with the West by the middle of the
eighteenth century®), retained throughout the nineteenth century its position
of a principal port as far as the exports were concerned, exporting more than
50% of the Empire's goods. In the imports, however, after a rivalry that lasted
almost two centuries, Istanbul and Salonica finally surpassed it in the second
half of the nineteenth century.) As trade remained pivotal in the economic
relations of the Empire with the West, Izmir remained one of the most impor-
tant economic centers of the Empire and one where western economic involve-
ment was most extensive.® ‘

Western and Local Entrepreneurs

It was in the early seventeenth century when British, French and Dutch
merchants first established consulates in Izmir competing against the Veneti-
an and other Italian merchants already there.® This western mercantile pre-
sence increased in the next century so that by the nineteenth century the list
of western consulates and mercantile communities active in the city and its
environs was quite long -- to the above were added the Russian, German,
Austrian, Hellenic, Swedish, Danish, and American among others. There were
also the local merchants, almost invariably but not exclusively non-Muslim
(Armenians, Greeks and Jews), many of whom also swelled the ranks of the
foreign communities by having acquired the nationality and hence the protec-
tion of one of the above countries.(” ; :

Although both local and western capital were active in almost all areas of
the city's and its environs' economy, there were certain sectors where either
capital were stronger - in general where knowledge of the interior and local
contacts were necessary local entrepreneurs predominated, such as the im-
port trade, whilst where large capital resources and technology were neces-
sary, such as infrastructure projects or insurance, western capital predomina-
ted. No single entrepreneurial community howover, local or western, ever
. acquired absolute control of any sector of the city's and its environs' economy.
® The large number of western and local mercantile communities in Izmir
created a very competitive economic milieu. Local merchants, whether they
were westernprotected or not -- after 1838, theorotically at least, all mere-
hants, both local and western, had the same rights -- were formidable econo-
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mic rivals to the westerners.® Non-Muslim entrepreneurs were not the only
formidable competitors, however, as the example of the wheat trade in Antal-
va in the middle of the nineteenth century, under the control of Turkish mere-
hants, shows.(?® Furthermore, inter-western rivalry further strengthened the
position of the local merchants and Izmir's economy remamed ﬁercely compe-
titive durmg the period under study. :

Trade v _

In the early nineteenth century western and local entrepreneurs turned
their attention to trade and in so doing they were carrying on a 200-year tra-
dition of commercial activity. However, there were also important. differences
in the way trade was to be organized in the nineteenth century as, for the first
time, westren merchants became active in the interior and local merchants
fully participated in the international market. During the opening decades of
the century, France's dominant commercial network in the area was broken
and the local merchants started to take a share in the international trade of
Izmir.!) As the Industrial Revolution gathered momentum in western Euro-
pe the latter, looking for markets for its manufactured goods and for direct ac-
cess to raw materials, and led predictably by Britain, signed trade conventi-
ons with the Ottoman Empire in the late 1830s, establishing free trade with
the Empire.!?) Following these trade conventions, western merchants set up
trading posts in the interior of western Anatolia to buy goods from the local
producers on the spot and sell their wares in the local markets, as opposed tho
staying in the city and trading from there as hitherto. The result was intense

‘rivalry with the local merchants who had established commercial networks in
the interior and who welcomed no newcomers.(® In addition, the terms of free
trade that the Porte had agreed to conflicted with the system of monopolies,

- that it had implemented since the turn of the century to turn the growing tra-

de of.the Empire, primarily with the West, into a source of fiscal revenue for
its frequently depleted Treasury. Local capital, both Muslim ‘and Non-

Muslim, had in its turn invested considerable amounts in these monopolies.

The result was an unremitting struggle in western Anatolia, that lasted for

two decades, between mainly western merchants and their diplomatic repre-
sentatives on the one hand and local merchants and administrators on the ot-
her.) By the late 1850s, however, any cases of blatant contravention of free
trade regulations had been eliminated and western merchants could, by then,
trade freely in the interior of western Anatolia and the Aegean islands.(®® It is
also fairly safe to assume that, by then, local capital had transferred at least
part of its investments to other monetary speculatlve actl\ntles such as tax
farming, or to trade. : S

Although Austria carried out an active trade with Izm1r in the first half of
the nineteenth century and France was re-establishing itself in the area, it
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was Britain who can be considered as its most important trading partner in
the first three-quarters of the nineteenth century, initially because of the
strength of its manufacture and subsequently becausé of the strength of its
overall economy during the mid-Victorian boom.(!® Although German partici-
pation in the.trade of Izmir, as well as in other sectors of its economy, grew
spectacularly in the last quarter of the nineteenth and in the early twentieth
centuries, it did not cause.-the eclipse of the British, who remained economi-
cally dominant in the area. '

It is also interesting to note the fact that the predominance of the British
gave the local merchants two advantages. The British showed a greater reluc- .
tance, more than any other western nationality, to go into the interior of wes-
tern Anatolia to trade.!” This allowed local merchants to remain as their
agents, sub-agents or representatives, buying and selling for them in the inte-
rior. At the same time, the prominence of cloth in the trade of Izmir with Bri-
tain and the ability of two local groups, the Greeks and the Armenians, to sét
up bases in Liverpool and Manchester as well as London, from where they ex-
ported British cloth to Izmir, gave them an important share in this trade.(1®)

It was particularly in the import trade however, that Western firms, not
only British, based in IZmir or abroad, used local entrepreneurs to carry out
their commercial operations. There were good reasons for using local entrep-
reneurs: they knew local tastes and the range of feasible price levels; their
contacts enabléd them to establish a network of operations fairly rapldly and
they spoke the languages necessary to do business. Another reason for the
predominance of the local entrepreneur was the need for credit. For local pro-
ducers and merchants sold for cash in Izmir but bought on credit! The wes-
tern exporter who was not willing to sell on credit could not enter the market.
Indeed, one way that the Germans entered the Levantine market in the im-
port trade was through over-generous credit terms.!9 Yet giving credit suc-
cessfully, necessitated the use of a credit-worthy, capable and loyal agent who
could be relied upon to pay back after he, himself, had collected the money
from the wholesalers and retailers to whom he had sold the western expor-

ter's goods.

Local entrepreneurs, besides being agents, also acted as brokers for wes-
tern firms established in the area. And they also traded on their own behalf
sometimes running commercial houses of their own in the export or import
trade.®® Yet, while it was difficult to displace such a network of local entrep-
reneurs, it would be misleading to consider them as all-powerful and able to
shut western merchants out of the export trade of Western Anatolia. This sec-
tor .was dominated by few large-scale companies, many of them western,
which were in complete control of the purchasing process, from the place of
production and of treatment to the point of shipping the produce abroad, with
western managers overseeing it all.2?)
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Momnetary specuiatii;e activities and banking

It has also been asserted that one of the reasons for the economic prowess
of the local non-Muslim entrepreneurs was the fact that, besides trade, they
dealt extensively in such speculative activities as tax-framing and money-
lending, both of which were closely tied to an export-oriented agriculture and
hence to trade. For as tax-farmer of the agricultural tithe and money-lender,
the local entrepreneur was, at times, lending the producer the money for the
Jatter to pay him the very tithes which he also owed to him, thus recovering
part of his loan but leaving the producer still indebted. And if the tax-farmer-
cum-money-lender were also a merchant the producer, vulnerable already in
his hands, might be unable to refuse to sell his produce to him, and at his
price, in lieu of part of his debt to him. Western: contemporary observers see-
ing the impoverished, indebted and fiscally over-burdened producer, who was
under such circumstances unable to increase the productivity of his land, con-
sidered the above-portrayed non-Muslim entrepreneur as all-powerful and as
the person responsible for the producer’s problems. Although local entreprene-
urs did tend to tax-farm and lend money to a larger extent than others, they
were not the only ones. Muslims and westerners also tax-farmed and lent mo-
ney. Everybody tax-farmed, when the practice was at its height, in mid-
nineteenth century, and western entreprenéurs lent to everybody, from the
Ottoman Government to the ordinary man!®® Also, western companies some-
times became tax-farmers in the same produce they were exporting in order to
strengthen their economic position or facilitate their commercial operations.
(24 Besides, the non-Muslim local entrepreneurs as merchants were also affec-
. ted by the Usurious rates and the recurring lack of specie in the market of Iz-
mir, which forced them both to borrow money and to speculate when they we-
‘re able to do so. This situation was worsened by the Ottoman state's inability
to stabilize its monetary system and successfully reorganize it. In the last qu-
arter of the nineteenth century, as new economic opportunities, emerged local
entrepreneurs did turn to other economic activities, besides trade and mone-
tary speculation, such as industry.

It is symptomatic of the strength of western capital that one of the early
‘attempts to establish a bank and thus alleviate the problem of monetary scar-
city in Izmir was undertaken by a British group of merchants in ¢. 1842. The
bank lasted only a year before it was closed by the Government. The reason
for such action, according to the British Consul in Izmir, who was hardly an
impartial observer, was rivalry from local Greek merchant bankers in the Ot-
toman capital who were themselves working out plans to establish a bank.2%
Banks, which did not appear in the Ottoman capital in any numbers until the
last quarter of the nineteenth century were, to a very large extent, made up of
foreign capital. They were not established in Izmir till the closing two decades
of the century and even later in the environs. In the meantime, money lenders
and private merchant banking houses filled the gap.
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By the early twentieth century a number of banks were operating in Izmir,:
primarily lending to trade, but also to industry. As in_trade, no single bank
monopolized business: a number of banks were competing for the privilege of
lending to a credit-worthy merchant at the best terms possible. Amongst them
were the Imperial Ottoman Bank, the Bank of Salonica, Credit Lyonnais, De-
utsche Orient Bank, the Bank of the Orient and the Bank of Athens. At the
same time, however, private banking houses and money changers, both local
and western, stlll continued to function.

Banks and trade

The avaﬂab}hty of credit through a fairly competitive banking system to-
gether with greater transportation facilities revolutionized, as a result, some
of the trading practices particularly of local merchants, making advance pure-
hasing more widespread than even before. The merchant buying in advance
and very likely on credit, was able to sell the goods before they were even pro-
duced and with the proceeds buy more goods. The merchant, who tended to
over-extend himself in the process, depended for profit on the quich turnover
of business. Any slight fluctuation in the market price could be detrimental.
(26) As a result, the temptation to speculate on cotton or raisin futures, which
had been going on for a long time in the market of Izmir, became more wi-
despread by the turn of the century and was particularly detrimental to the
small-scale entrepreneur.®” One area where credit did not become readily
available, even by the turn of the century, was the countryside which remai-
ned starved off funds and where the money lender continued to make very
lucrative profits. In Izmir, however, greater availability of credit, through the
banks and an accumulatlon of capital through a prospering commerce, at le-
ast among medium and large-scale western and local entrepreneurs, resulted
in the wave of joint-stock company formation that occurred in Izmir at the
turn of the century and where local and western entrepreneurs participated
to varying degrees although the former enjoyed a dominant place. For examp-
le, the Fig Packers Limited, the second biggest trust in Izmir, was a British-
registered company, that represented British, American, Greek and Armieni-
an companies among others and was influential in the export trade of this
commodity.®® However, in the Amalgamated Oriental Carpet Manufacturers
Limited, a far bigger trust than the above and the most important in Izmir,
western involvement was particularly pronounced. ‘

Although local entrepreneurs were formidable competitors in trade and
monetary speculative activities es well as in informal merchant banking, the-
re were other sectors in the city's and its environs' economy where western
entrepreneurs predominated, due to their larger capital resources, advanced
technology and degree of business organization. From shipping and insurance

84



to mining, large-scale textile manufacture and infrastructure projects, wes-
‘tern entrepreneurs predominated, although in fierce competiton with each ot-
her, and in.certain sectors, in competltlon with the local entrepreneurs also
Mushm and-non-Muslim. Eo

Shlppmg and Insurance

In shipping, western firms disposing of the advenced technology and capi-
tal necessary to build and run a steamshlp enJoyed an advantage over local
Ottoman shipping. For instance, British shippers held the largest share of Iz-
mir's freight business which, particularly in the export trade, almost equalled
that of the shipping of all other nations put together.®® Only at the turn of
the century did the Germans seriously challenge their superiority. British
firms were among the principal transit agencies that brought goods from wes-
tern Europe to Izmir for transshipment to other smaller ports in the eastern
Mediterranean. Yet local shipping enterprises did present western shipping
companies with competition, particularly in the coastal trade and especially
so by the turn of the century.®® A sector where there was a strong need for
capital and an even greater predominance of western capital was in insuran-

ce.®D) Principally western insurance companies operated through agencies in
Izmir and some of them, such as Lloyds, also from sub-agencies on the wes-
tern Anatolian coast or the Aegean islands. As agents of many. of these insu-
rance companies, working on commission, local Ottoman entrepreneurs were
basically employees of these companies and thus played a secondary role, of-
ten engaging in other business at the same time. It was a highly speculative
sector, with high profits as well as losses, but one however, that drew increa-
singly larger numbers of western companies and capital by the turn of the
century. ‘

Light industry and carpet-making

~Although it was nevér equal in size or importance to the area's commercial
sector, a light industrial sector did develop during the second half of the nine-
teenth and early twentieth centuries, principally in Izmir and its suburbs and
to a lesser extent in the environs, financed primarily by western capital and
technology and secondarily by local capital from a prospering commerce. The-
" re seems to have been two types of industries that flourished in the area at
the time - those stimulated by demand in the international market such as
carpet-making for which Izmir and its environs had been traditionally known,
and those industries that catered to the domestic market, a market that went
perhaps beyond western Anatolia but remained within the Ottoman Empire,
such as flour-milling, olive oil pressing, tanneries or winemaking. The latter
industries were certainly smaller in terms of scale of operation and capital re-
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sources, especially when compared to the export-oriented industries. Yet they
should not be dismissed as unimportant - taken altogether they represented
considerable capital resources. This sector grew in the last two decades of the
nineteenth century and in the early twentieth. Moreover, this was where local
capital was most active, both Muslim and non-Mulim, showing that given the
opportunity local entrepreneurs could invest in areas other than monetary
speculation or trade. :

In the last quarter of the nineteenth and in the early twentieth centuries,
‘taste-changes in western middle class homes towards heavily decorated rooms
where oriental carpets were almost a must and a combination of more cost-
effective methods of carpetmaking with an increase in the purchasing power
of the West created a larger than hitherto market for Izmir's traditionally re-
nowned carpets.®® The use of artificial dyes, a western technology brought to
the industry by western entrepreneurs at abouf the same time, also helped
the expansion of-the industry as well as strengthened the position of western
entrepreneurs in it.3® Although the dyes used most frequently were German,
and the first entrepreneurs to introduce them were French, the British in fact
had a major role in carpet-making.’®® They were directly involved in the orga-
nization and running of the industry, commanding a large network of brokers,
dyers, spinners and weavers that encompassed the whole process from wool
as a raw metarial to the final product. By the time the Amalgamated Oriental
Carpet Manufacturers Limited (OCM) was established, c. 1907, western ent-
repreneurial prominence in the field was clear.®® Although the British-
registered trust was not made up fully of British, or even only of western capl-
tal, the British were nevertheless predominant. (36)

It was an mdustry organized mainly as a cottage industry. It functioned
through a system of agencies whereby the agent, who could be a local entrep-
reneur or firm, was responsible for the manufacture and remittance of carpets
to his principal in Izmir, who was usually a westerner, with the latter being
responsible for sending the finished produce to his correspondent (s)in wes-
tern Europe or the United States.®” There was cooperation thus between
western and local entrepreneurs although there was also acute rivalry. Du-
ring the last quarter of the nineteenth century, production doubled in some
areas and spread to other areas in western Anadolia, not previously involved
in commercial carpet production. As the supply of labor was not steady and
firms competed against each other for spinners and weavers to operate the
carpet looms, incoming western entrepreneurs faced very strong competition
and even hostility from local business whose place they were in some cases
usurping.

Western companies both operated along existing lines of production and
set up new forms of orginization. For instance, where the OCM maintained
the existing system of agents as responsible for the production process, impor-
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tant differences were made: the agents were supplied with dyed yarn by the
trust and the dyeing of all yarn was done centrally in dyeing works it had set
ap in the suburbs of Izmir.®® In addition, the trust also established factories
- in certain areas of western Anatolia employing a sizeable number of workers.
Furthermore, the three most important companies in the textile industrial
sector, given to spinning and weaving, two of British and one of Franco-
Belgian capital, were closely connected to the OCM - they were either wholly
or partly owned by the trust and their production was geared almost fully to
meet the needs of the trust. Although the OCM did dominate the sector of car-
pet-making, and to a large extent the textile sector too, it did not neverthe-
less, monopolize either sector. In the early 1920s-there were still a number of
carpet-making firms, western and local which were competing against the
OCM, successfully.keeping a part of the market to themselves. '

4
Infrastructure

- Nowhere in Izmir's and its environs' economy were western entrepreneurs
more prominent in terms of capital, technology and sheer scale of operations
than in infrastructure. It was a sector that got under way in the second half of
the nineteenth century and intensified in pace in the last quarter of the cen-
tury and beginning of the twentieth. This sector also allowed the assets of the
western entrepreneurs, their ability to raise large capital to fund their pro-
jects and their advanced technology, to work to their fullest advantage. Altho-
ugh some of the financing of the big infrastructure projects might have been
local,® in essence these projects were undertaken and financed by wester-
ners.4® By the turn of the century, connessions for providing and running
public utilities, such as telegraph lines or electricity, in the outskirts of Izmir,

or in towns in the environs, were almost all in the hands of western compani-
8.4l

By the 1860s with both railway lines, and the gas company in Izmir in Bri-
tish hands, the latter had acquired a lead in infrastructure projects. This, lead
was quickly challenged, however, when French capitalists in the 1860s star-
ted preparations for the construction of the Smyrna Quay - a major project in
terms of urban planning, capital involved, and the city's important commerci-
al sector.*? It was through infrastructure, in addition to banking, that the
French signalled their successful comeback to a prominent place in the eco-
nomy of Izmir and its environs in the second half of the nineteenth century.
Thereafter, as the century drew to a close and the pace of infrastructure cons-
truction quickened, competition further intensified, with German and Belgian
entrepreneurs in particular, vying for concessions, the former in a bigger way
than the latter, as the Germans enjoyed more ample capital backing. Thus we
have the buying out, at the turn of the century, initially by the French and
subsequently by the Germans, of the British-owned Cassaba railway line.“3)
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Conlusion

“ In conclusion, both local and western entrepreneurs were active in all sec-
tors of the local economy, cooperating and fiercely competing with each other
at all times, succeeding at best to dominate a sector but not to completely mo-
nopolize it. In fact both groups showed independence of action, adaptability
and ability to widely diversify their economic profiles, activities and invest-
ment strategies as new opportunities-developed in the economy of Izmxr in the
course of the nineteenth and early twentieth centuries. .

Overall, western capital and entrepreneurs were certainly more powerful:
greater capital resources, advanced technology and methods of business orga-
nization gave them the ability to change even ‘the organization of production

.in some sectors, as in carpet making. Yet was local capital simply weaker?
The situation was far more complicated than a simple juxtaposition such as
the above would warrant. For in certain economic sectors, where the above ad-
vantages of the westerners were overshadowed by those of the locals -- such
as local contacts, exact and minute knowledge of the market which ‘made or
broke on in the import trade -- the latter were stronger. By the term stronger,
it is not meant, however, that they excluded the westerners from any sector.

For instance, they made the westerners’ lives difficult when the latter tried to -

trade in the interior in 1838-58 but did not exclude them from the sector even
then. By the same token, the westerners were not able either to keep the lo-
cals completely out from any form of investment or economic activity.
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