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FINANCIAL ASPECTS OF THE TANZIMAT 

by Sina Akşin 

ı. The Military Problem i n the Ottoman Empire 

It has often been asserted , and rightly so, that the Ottoman empire was a 

mili tary state, that one of the most important functions of the Ottoman gov­

ernment was to wage war. It is also clear that until about the end of the l6th 

century, war was a 'profi table business' for the pttomans. Towards the end of 

that century, the pace of conquest slowed down and then halted. From that moment 

and especially after the second si ege of Vienna in 1683, which marked the 

beginning of territorial losses, war became an 'unprofitable business' for the 

Ottomans. Therefore, during the 18th century the Ottomans lost interest in war 

and generally tried to avoid it. There is no doubt, it seems to me, that the 

degeneration of the Ottoman military machine that began at the end of the end of 

the 16th century and attained incredible proportions in the fallawing centuries , 

was a function, not of moral or social decadence, but rather of loss of interest 

in the army (and in w ar) . U nder the se co ndi tions, when wars di d oc c ur, they had 

disastrous effects. In the early period of Ottoman expansion , the army had 

consisted for the most part of the mounted provincial army . The kapıkulu 

soldiers , of which the janissaries were the most important corps , had a monopoly 

of firearms and were relatively few in number. As the provincial army was not 

pa id , but depenaent on the taxes that ·Were mainly paid in kind by the peasantry 

of the provinces, the upkeep of the Ottoman army was a relatively ' inexpensive ' 

affair. However, the spread of firearms , because it tended to render the cavalry 

obsolete, necessitated tl)e expansion of the kapıkulu corps, who were paid in 

money . The financial problem brought about by this situation was solved in two 

ways. The timars (fiefs) of the provincial army were gradually turned over to 

tax-farmers~provide money for the treasury1 ). On the other hand, in spi te of 

the frequent debasement of Ottoman coins , by making insufficient pay increases, 

the charge of the increased number of kapıkulu on the treasure was kept low. Of 

course, in many instances the low pay of the kapıkulu led to rebellion. It 

seems, however, that a good number of the kapıkulu found long-term solutions to 

their financial plight. First, they began to resort to extorting money from 
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shopkeepers (balta asmak). Next, they themselves began to go i nto business. In 

war-time they went to war (some of them), in peace-time they kept their shops2 ) . 

This state of affairs may have been financially sound, in other words, the 

kapıkulu army ~ıas 'economical', but military it was a disaster. In war-t i me, the 

kapıkulu that did go to the front, even if they were numerically superior, very 

often turned and fled soan after engaging in battle. The reason is simple. They 

did not have training. They probably went to the front wi th the best of 

intentions, but because they ~acked training, they alsa lacked the nerve (or the 

robot-like qualities) that only regular military training could give them. In 

that age, war me ant armies marching ı·ıi th cool determination (if they could 

manage it) tmıards each other, while each side shot down or blew up soldiers 

from the other side. It took nerve to be able to march on under that rain of 

fire (the development of firearms .did not yet make it imperative for the 

infantry - as it ~ıas to be later on - to lie dovm on (or in) the ground when 

"they were not dashi ng - instead of marching - forward). 

In the time of Selim III, the militery question became a matter of serious 

concern for the young monarch. The reasons for this are not d~fficult to ascer­

tain. In the first place, w ith the Treaty of Küçük Kaynarca i~- ı 774, the Otto­

mans for the first time lost Moslem terri tory. Secondly, the wars of-. the French 

Revolution brought a long period of nearly continuous warfare and upheaval to 

Europe (which could easily be designated as World ~lar I). Beginning with the 

Napoleontic h,vasion of Egypt in 1798, the Ottoman Empire alsa became at various 

points actually involved in the war. Thirdly, the feudal ayan class, ı~ hi ch 

effectively controlled the Ottoman provinces, reached at the end of the 18th 

century the apogee of i ts power, correspondingly \.ıeakening the center. So much 

so, in fact, that in that particular point the Empire was fac i ng the likelihood 

of a centrifugal dismemberment at the hands of the ayan. All the se reasons 

called for the creation of an effective military force, at least enabling the 

Empire to preserve i ts integri ty . Thus we have the creation of the trained 

Nizam-ı Cedit army in the reign of Selim III, an experiment vıhich ultimately 

failed. For this, it was necessary to ereete a new treasury - the !rad-ı Cedit 

Hazinesi - which is probably the reason for the lack of populer enthusiasm for 

the new army. 

Indeed, a professional army kept in the barracks for continuous training meant a 

great increase in mil i tary expendi tur e. It has be en estimated that an infan­

tryman of the Asakir- i Mansure-i Muhammediye, the new army created upon the 

abalition of the janissary corps in 1826, receiv~d a monthly salary of 15 kuruş, 

whereas janissary monthly pay was about 3.5 kuruş3 ). Thus, once again, mil"itary 

reform meant new financial exactions from the people. About a 30% increase in 

cizye was decreed4 ). Further, and more important, a tax called ihtisap resmi was 
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imposed on tradesmen. This tax had previously existed. Now, it became much more 

comprehensive and the ra tes ı•ıere also sensibly ineressed. ~li th i ts very 

insufficient bureaucracy, the treasury had much difficulty in collecting this 

tax. To facilitate its collection, the system of monopolies, yed-i vahit, was 

extended. In spite of this, apparently the tax had a sornewhat complicated and/or 

confused character, for it gave rise to many disputes and · even caused a revolt 

in Damascus. It is possible that the unpopularity of the Mahmut raforms (and the 

po pulari ty, at least in the beginning, of Mehmed Ali Paşa in Anatolis and Syria) 

had a great de al to do wi th the ihtisap resmi. This accounts for the fact that 

folloı·ling İbrahim Paşa's repeated victories over the Ottoman army in 1831-33, at 

a time when his army had advanced as far as KütahYa, Mahmud felt constrained to 

moderate the burden of ihtisap resmi (December 1833). Again, following the 

defeat at Nizip on the 24th of June 1839, steps were taken which almost 

completely dismantled this tax5 ). 

2. !ltizam and Yed-i Vahit 

These are two institutions that the Tanzimat Fermanı abolished or tried to 

abolish. !ltizam means tax-farming and we saw above, how tirnar lands were 

gradually transformed into land that was tax-farmed. Tax-farming as a method of 

tax-collecting was very insatisfactory. In the first place, it meant that the 

state gave away a certain proportion of the taxes as a profi t to the tax-farmer. 

In the second place, the suction which determined the highest bidder to whom the 

taxes of' a certain locality were farmed out, was very often a rigged affair 

ı.ıhere all kinds of corrupt practices took place. Thirdly, the tax-farmer, 

because he had an interest in collecting the maximum amount of taxes, used every 

kind of pressure - including police forces which were placed at his disposal -

to maximize his collection. Very often, it seems, he collected more than his 

due, in other words, he practiced extortion. In the words of the Tanzimat 

Fermanı: " ... an instrument of destruction which has never produced useful 

results, where the civil and financial administration of a locality is delivered •. 
to the arbitrary action of a single man, perhaps to his iron hand of compulsion 

and subjugation. If this man is not a good person, he will only look to his 

interest and all his actions will be unjust and oppressive". Nevertheless, where 

the peasantry lived for the most part in the non-monetary economy, and therefore 

had to be taxed in kind, and/or where the bureaucracy was not developed enough, 

il tizam was a necessi ty. The other al ternati ve was a re version to the tirnar 

system, but this would mean a decrease of the state' s monetary revenues. As 

indicated earlier, it was prec isely to increase i ts monetary revenues that the 

state began to dismantle the tirnar system6 ). 

Yed-i vahit was another traditional fiscal instrument. The government would 
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grant the monopoly of commerce to a certain person who in return had to pay the 

government for this concession. Thus, this w as a source of revenue for the 

state. Foreign merchants disliked this monopoly system because the monopolist 

could .impose his high prices on them. In this respect, perhaps, it was 

beneficial for the Empire. It was thanks to yed- i vahit that Mehmet Ali was able 

to create a relatively modern economy. As indicated earlier, parall el to the 

creation of the Mansure Army in 1826, application of the yed-i vahit was 

expanded to facilitate the calleetion of ihtisap resmi. However, another, 

negative, aspect of yed- i vahit was the imposition of low prices by the monopo­

list on the producers7 ). 

3. Financia1 Reform at the Beginning of the Tanzimat 

Probably one of the most momentuous decisions of the Tanzimat was the 

abalition of iltizam. Preparations to this effect had already started under the 

reigrı of Mahmut II, during the foreign ministry of Mustafa Reşit (July 

1837-August 1838). To this purpose, a general survey had been startedin Bursa 

and Gallipoli8 ). After the declaration of the Tanzimat, the country ıplunged ı 
in to reform wi th the appointment of muhassıls to s aneaks ı '· wi th extensi ve 

authority for the direct calleetion of taxes. Further, kadis and valis, as 1~ell 

as all the other offic~als, because they would henceforth receive regular sala­

ries, were to refrain from collecting fees and taxes for themselves. Either 

these were abolished -or else they were to be collected by the state. The :fiscal 

reforms of the Tanzimat were such a radical departure from previous practice, 

and the country was so unprepared for them, that failure was a foregone conclu­

sion. Neverthelessı for two years Mustafa Reşit persevered . Punishment was meted 

out to corrupt officials of all ranks and many of these were the muhassıls 

themselves9 ). Unfortunately , Reşit did not have the trained pe~sonnel to apply 

the reforms. Tax-farmers ı - bankers and many officials consti tuted an important 

vested interest who wanted a return to the former status quo . The direct 

calleetion of taxes in kind necessitated warehouses for the sto~age of agricul­

tural products and a commercial flair on the part of the muhassıls for the 

profitable sale of these products- all of which were lacking10 l. Reşit had the 

"sideways force" of the Briti sh behind him, but another "sideways force" trying 

to ~ounteract the British influence was, apparently ı no other than r~etternich 

himself ı who was counselling Ottoman statesmen to "remain Turk and disregard 

Western public opinion"ll). On March 3, 1841, Reşit was dismissed and the 

reforms were ended. Because of the vested int~rests involved, it is not very 

clear how profitable qr unprofitable the experiment in direct taxation had been. 

Mustafa Nuri in one place writes that in spite of 4 years of efforts on the part 

of Finance Minister Saffeti Paşa (1841-5) as well as of his successor Nafiz Paşa 
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{184S-6), the net result could not be ascertained. In anather place, however, he 

maintains that with the Tanzimat, the ineome of the State suddenly increased 

two-fold, but that expenses increased likewise121 . Another. reform that shared 

the fa te of the abali tion of il tizam ~ıas ending the indirect calleetion of 

cizye. With this reform it had been decreed that the heads of non-Moslem 
13) 

communi ties would themselves do the calleetion . Nevertheless, it cannot be 

said that the attempt at reform in 1839-41 was entirely in va in. From then on 

lip-service was paid to the idea of abolishing iltizam, efforts were made to 

alleviate its abuses, it was recognized as an evil , albeit a necessary one. 

Anather important question raised by the Tanzimat Fermanı was that of 

corruption bribery. According to Ahmet Mumcu 1 in a feudal or medieval context, 

the state was considered the property of the monarch. Off'icials were appointed 

not to ser ve the people, but the monarch. The ineome of the s ta te was for the 

upkeep of the monarch 1 s person and his army. He did not pay his officials sala­

ries, but he assigned them ineames. This me ant that the of.ficial had to go out 

and collect money from the people for actual or f'ictitious services. The off'i­

cial a ıso had to • buy' his posi tion from the monarch. This resul ted in the 

exploi ta tion of the people. ~Jhat made the Ottoman system worse, was the fact 

that, beginning from the end of the 16th century, it became a rule that 

officials like beyler-beyis {valis), sancakbeyis {mutasarrıfs) would be 

appointed for a period of about one year141 . For instance, during the 141 years 

which Hungary was under Ottoman rule, there were 98 appointments to the position 

of beylerbeyi lS). There are various explanations for the policy. According to 

Fek~te, one reason was the great number of children high officials had because 

of the harem system, and therefore, the great competition for jobs. Anather 

resson may have be en the desire to prevent the se high off'icials from 'striking 

roots 1 in the provinces, thus be coming feudal lords 16). ~ third reason which 

comes to mind is that this system w as a handsome source of ineome for the Sul tan . 

and other high officials in the capital. Though the system of bribery was round­

ly condemned in the Tanzimat Fermanı and it was declared that all of'ficials 

would be provided with adequate. salaries171 , it seems that the practice continu­

ed throughout the Tanzimat. Not only that, but the policy of short appointments 

reached grotesque proportions during the later years of the reign of 

Abdülaziz181 . 

Anather reform initiated during the Tanzimat was the abandonment of impor­

tant royal revenue to the state treasury by a ferman of AbdUlmecit in 1840 . 

These were: 1) the has of the Sultan and of the princesses, 2) escheated proper­

ty controlled by the Palace, 3) revenue from Egypt, 4) Palace mines, S) all 

agricultural estates except five, and these were to pay taxes. The ineome from 

hases had originally been used to pay the salaries of the janissaries. In return 
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for this sacrifice, the treasury was to pay an appropriation of' 12500 ~s or 

6,250,000 kuruş to the Sultan and 750 keses or 375,000 kuruş to the Sultan's 

mother (monthıyı and the same amount to the princesses living outside the 

Palace19ı. This ~1as a seemingiy very important, almost revolutionary step. Only 

in appearance though, because ne i ther Abdülmeci t nor Abdülaziz could br ing 

themselves or their Courts to understand that they were not to exceed the limits 

of their appropriations. Or rather, perhaps they understood the necessity but 

could not practice the necessary discipline to this eff'ect. In actual f'act, f'or 

reasons that will be enumerated below , the Palace, which before the Tanzimat had 

· practiced a policy of' relative restraint in its spendings , now went on a 

spending spree. 

4. Foreign Oebts and Bankruptey 

Until 1854, the Ottoman Empire did not contract a foreign debt. That year, 

for the first time, it contractııd a foreign debt to meet expenses arising from 

the Crimean \'lar. The interest was 6% of the neminal value of' the bonds. From 

then on, until the bankruptey of 1875, 15 foreign loans were floated - on the 
'· average, nearly one loan every 1.5 years. As time went by and Ottoman credit 

fe ll, condi tions became more extravagant - intere st rates rose as high as 9% 

(1872ı and issue prices dropped to as low as 32 1/8% (187oı 20 ı. The am·ounts 

actually received by the treasury would often be much lo~1er than the issue 

prices because of underwri ters' commissions ( about 6% ı . The story of Ottoman 

f'oreign debts is a rantastic one. One cannot but marvel at the seemingly obvious 

senselessness of borrowing under such onerous terms. The more so because these 

loans were, with one exception (the railway ıoa:n of 187oı never utilized for 

economic investment , but were used to· service previous debts21 ı, to pay 

salaries, Palace expenditures (incluqing the building of new palacesı, buy 

warships and armaments. -Some Ottoman governments probably understood that they 

would be considered mor e credi tworthy if' they promised economic investment22 ı . 
In March 1861, one of the reasons put forth by the press to explain the neces­

si ty for a new issue of bankrıotes, was the bui1ding and repair of roads, por ts 

and canals to develop agricul ture23 ı. Pakalın mentions a lo an for over 10 mil­

lion liras initiated under the Grand Vizierate of Mütercim Rüşdü Paşa (1872-3ı 

with the purpose of extending the railroad beyond İzmit and to build waterworks 

for !stanbul. Apparently the loan was finally floated in the time of Şirvanlzade 

Rüştü Paşa (1873-4), but of the resulting sums nearly 4 millions were spent on 

the construction of Çıra&an Palace and the rest- was frittered away24 >. 
Cevdet Paşa has an interesting explana tion f'or the v1astefulness that perva­

ded the Palace and higher circles25 ı. After the death of İbrahim Paşa, governor 

of Egypt, his successor Abbas I established cordial relations with the Porte. 
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The result was that Egyptian high society flocked to !stanbul. Here they started 

living in a luxurious, alafranga style which very soon ~ıas imitated by the Paşas 

of !stanbul. (The monthly expenses of Ali Paşa, who was tempted to do the same, 

reached 3-4000 liras.) This soon spread to the Palace. Formerly princes and 

women of the Harem were not allawed to go out. Now they could do so. They began 

to spend recklessly. The ir servan ts, when they were sent to do the shopping, 

would engage in all sorts of corruption. In 3 years the Palace accumulated a 

debt of 1,500,000,000 kuruş. Cevdet makes it clear that Western style in 

archi tecture, furni tur e, tab le services and dress26 ) play ed the ir part in 

creating financial chaos. Western buildings and furniture were incomparably more 

elaborate than their traditionally Turkish counterparts. (For instance, the 

Palace of Topkapı is very modest when compared wi th the Tanzimat Palsee of 

Dolmabahçe.) But it must be pointed out that because Cevdet wrote his f·la'rOzat 

upon the ordars of Abdülhamit, it was 'natural' and politic for him to start off 

blaming the Egyptians and the Paşas for the extravagant life of high society . 

~lhatever the origin of the extravagance, Cevdet•s account makes it quite clear 

that the financial disaster was the work of the Palace . Indeed, AbdUlmecit 

himself was very certain as to the responsibility of the Court. When the erisis 

first be cam e apparent in 1858, he sent word to his daughter Münire Sul tan that 

he would not only scold them, but have them beaten. He also dismissed all Damat 

Paşas from the ir dut i es. His indignation as regards members of the government 

was for not havi.ng done anything about this sorry state of affairs. 

One other question which comes to mind is why , in the face of a rather 

obvious progress towards bankruptey, Europeans continued to lend money to the 

Empire. This can be partly explained by "speculative fever". Anather explanation 

is that, for each loan, certain specified s ta te revenues were pledged in 

guarantee. Bondhalders and their governments must have felt that with the 

Ottoman Empire being a semi- colony held 'in common' by European Powers, they 

would be able, somehow, to obtain satisfaction. Already in the 50's and 60's 

steps were taken to control the finances of the Empire. These were to culminate 

eventually in the Ottoman Debt Administration which was organized to collect 

earmarked revenues in order to service foreign debts. 

The Ottoman government, to inspire canfidence in its creditors - Fuat Paşa 

had uttered his famous · maxim: "This Empire cannot exist without borrowing" -

tri ed to adopt certain European budgetary practices . The first was the decision 

to have a yearly budget. This was promised in 1862 and put into practice in 

1863-4. In preparing the first Ottqman budget, Finance Minister Mustafa Fazı! 

Paşa 'made sure• that the budget showed a surplus, "so as not to frighten" 

Abdülaziz. This kind of ~~ctious budget continued through the years. The same 

can be said of the seriousness of the Court of Accounts (Divan-ı ~luhasebat) 

- 69 -



created in 1865-6
27

). It was only after the Constitutional Revolution of 1908 

that modern financial practices were adopted in e arnest. 

When the Ottoman government became obl iged to declare i ts bankruptey in 

1875, ·it came face to face with an uproar probably much greater than it had 

expected. According to the Paşas of the Tanzimat, the Palace was responsible for 

the situation. The question was, how could the spending of the Sultans be 

controlled? This had been a perennial problem of European monarchy in its later 

stages. Now, w ith the seandal of 1875, the Paşas - or a certain number among 

them - felt that they had to do something about it. For this they decided to 

depose Abdülaziz . Beyand that, they were divided. Hüseyin Avni Paşa and his 

friends found the solution in cancentrating de facto power in the Sublime Porte 

and making a puppet of Murat V ( incidentally, this was perhaps the main reason 

for his insani ty). Midhat Paşa and his friends, on the other hand, were for an 

institutional solution the European solution namely, election of a 

parliament. Just as in Europe, ,political representation was being proposed as 

the remedy for monarchical extravagance28 ). 

The parliamentary solution had a brief triumph, followed by the clampdown 

of Abdülhamit' s despotism in ıaao28a). It is interesting to note that fcllowing 

the trauma of 1875, his regime, after the obligatory surrender to the bondhcl­

ders through the creation of the Ottoman Public Debt, remedied a certain number 

of the most glaring faults of his two predecessors. However, he practiced an­

other abuse that was also ona 'majestic' scale. By fair means or foul, he built 

in his own name a huge empire of real estate29 ). Thus, as with Abdülmecit and 

Abdülaziz, he found the well-nigh 'unlimited' financial means to practice his 

own type of extravagance: the Hamidian despotism. This model of govemment was a 

rejection of 3 previous models - the Tanzimat model of Sublime Porte autonomy, 

the HUseyin Avni model of Sublime Porte dictatorship, the ~ model of par­

liamentary rule - and a reversian, as he himself is report ed to have explici tly 

declared, to the pre- Tanzimat practice of Palace despotism30 ). 

5. Conclusion 

The model of change proposed in the Tanzimat Fermanl was a very ambitious 

one indeed. Unfortunately, and perhaps naturally, it failed to br ing about all 

or· the promised changes . Nevertheless, it provided an impetus and a potential 

which culminated in soınething qui te beyond what the Tanzimat had envisaged, 

namely, the Constitution of 1876. The element of sideways force which supported 

the Tanzimat Paşas in their power struggle against the Palace is something that, 

with its clear meaning of foreign intervention, is unpalatable to modern Turkish 

minds sensi tive to the dietates of the principle of independence. Be that as it 

may, two things can be pointed out: 1) The Tanzimat Paşas derived a good deal of 
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their standing and influence from the sideways force. However, to say that they 

were simply instruments or maricnettes of this or that Power, seems an 

exaggeration. On the contrary, they represented a reality of Turkish social and 

intellectual life. 2) It also seems clear that the Tanzimat represent an 

important epoch in Turkey's progress. The Constitutional periods of 1876 and of 

1908, which are increasingly ' authentic' movements compared to the Tanzimat, are 

obviously outgrowths of that period. 
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