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his paper studies the sustainability of the Oroman budget for the period from 1680 10
1747, during different sultanates and war eras. Moreover, we investigate whether the
relationship between government revenues and expenditures changes in the period of fulis.
The empirical evidence gathered in this paper suggests that during the sample period, excem
for the sultanate era of Mahmut [, the Owomean budget was not sustainable, The other
interesting result of the study is that jwles payments had a significant tax increasing effect,
Moreover, the distribution of jiwlus deteriorated the sustainability of budgert,
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1. Introduction

1680-1750 period was a transition period in Ottoman history. In the
period of the Koprulus® grant vizierates, there were attempts to reinstate
the system of traditional autocracy. However, these efforts were total
failures in the war period of 1683-1699. In the 18™ century, local powers
and provincial families increased, so the 18" century was a decentralisation
interval for the Empire. After the siege of Vienna (1683), the period of
stagnation closed and a period of decline started. The chief problems of the
period were the budget deficit and its sustainability.

This paper examines the Empire’s central budget deficit sus:mnab|11t§n%". e
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iod from 1680 to 1747, The data set obtained from Tabakoglu (1985)!
15 cash revenues and cash expenditures. The sources translated from
an language were Ottoman budget documents ruznamche? and budget
oks. According to the ruznarnches, income and expenditure accounts
xpressed in local currency, the Akche. The aim of this study is to
ine the deficit sustainability of the sultanate intervals and the
lous war periods during this transition era. Our estimates suggest that
Iget deficit was not sustainable in either the sultanate eras of the
or the war eras. The only exception is seen in the reign of Mahmut
I the deficit was sustainable. When we sought the reasons for these
ion results, we found that there is a correlation between deficit
ibility and each of the following conditions: increased expenditures
periods, payments made to Janissaries and policies applied by the
reigning during that period. This paper aims to enrich the academic
re on the Ottoman economy with the findings about budget
ibility for the 1680-1747 period as well as for various sub-periods.
Xt section elaborates on gg¥ermnment expenditures and revenue
in the light of historical developments. Section 3 explains the
retric method used in this paper. The empirical evidence is presented
n 4 and section 5 concludes the study.

Period and Financial Problems

the siege of Vienna in 1683, bureaucratic and military expenditures,
cular, increased. Following the defeat in Vienna, the war continued
1 Austria and the Ottomans. While the Ottoman army  was
1g towards Edime, permanent and temporary land losses occurred
talkan region as a result of the battles. In addition, after the 16
, the share of central revenues in total revenues began to decrease.

the main reasons for this was an increase in the defence
tures of the state because castles on the borders required
tures to fulfil their functions. In the mid-16" Century, the central
1ent had been able to control 58% of total revenues but in the 170
. this amount retrogressed to 25%. As a result of these
ments, approximately all of the revenues belonged to the sultan and
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in war times, a large share of the sultans’ revenues from Musul, Divarbakir,
Baghdad and Crete were spent in these provinces. Thus, the revenues of
provinces not in the fimar and wagf systems started to be discluded from
the central budget accounts. The spending of revenues locally, the transfer
of Egypt’s wayhill into the internal treasury and the assignment of some
revenues to the personal treasury of the wives ol sultans limited the
financial area controlled by the budget of the central government. It can be
seen that the Ottoman financial and budgetary system in the period
berween 1680 and 1747 exhibited a limited central and extended local
characteristic as a result of the reasons given above,

Especially as a result of late mevacip and julus payments to the
Janissaries and the discontent due to defeats, there were a threat of a
military, revolt in the capital, Istanbul. The uneasiness caused by army
based financial problems came to light with breaking out of three military
revolts during the period from 1680 to 1747. These events shook the roots
of the Empire and resulted in the dethroning of Mehmet IV in 1687,
Mustafa IT in 1703, and Ahmet II1 in 1730°. The jumps in expenditures for
these dates and the deterioration of the central budget can be seen in Figure
1. In the 17" century, the Jelali revolts and wars with Iran led to a reduction
in the population of Anatolia and accelerated migration to the cities,
Parallel to these developments, agricultural production decreased and local
governors, Ayans, gained power against the central government®3.

3. Econometric Method

In order to assess the sustainability of the Otfoman budget, we estimare
the following equations.

Revenue, = o, + o, Expenditures, + e, (1)

where Revenue, is the logarithm of government tax revenues,
Expenditures, is the logarithm of government expenditures and e, is the
residual term at time t. o, and a; are the parameters of interest. In this
paper, we also examined how the relationship between Revenue, and
Expenditures, is affected by various factors such as different sultanates,
different war periods and jufus payment periods. In order to account for
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r5, we also included dummy wvariables (D,) into the analysis
Equation 2.

* fiy + B, D, + B, Expenditures, + B, Expenditures, ‘D, + e, (2)

t variables used in this study are for each sultanate, warand julus
en the particular condition is present, the dummy variable (D)
tlue of 1 and zero otherwise. When the parameters of estimates
:ted, the autonomous revenue will be i, + 3, if the condition is
1y and B, if the condition is not met (D, = 0). Similarly, the
fenue will be [3, + B, if the condition is met and B, if the
s not met®, It is also important to note that government
5 15 not an exogenous variable but is affected by various factors,
iovernment’s revenues. Hence, performing least squares
will give us biased estimates. In this paper, the Two Stage
ares (25L5) Method is used to address this problem. When the
ates are gathered, we used two-lag values of Expenditures,
). Expenditures, "D, sets as iggtruments,

il Evidence

» analyse the budget sustainability, we used monthly data from
B in the Hicri calender, which is a calender based on the moon
" lasts 354 days. The data, including cash revenue and
i of the Ottoman central budget, is gathered from Tabakoglu
sources are translated from the Ottoman language. The basic
he data were Ottoman budget ﬂucuments, ruznamche, and
et yearbooks recorded in the local currency, the Akche.

zxamine the sustainability of the budger deficit for the sample
eed to consider three different factors as sources of possible
& deterioration of budget sustainability. These are differences in
seriods, and julus payments. Regression results examining these
summarised in Tables 1 to 6. Table 1 reports the deficit
»analysis for the full sample as well as for the reign of each
s 2 and 3 represent the results of the analysis in the specific
s of this period and Table 4 reports the estimates for the Iranian
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war era but it also considers Mahmut 1's sultanate during this war era. Table
5 gives the estimate of the testable model for the times of fulus payments.
The last table, Table 6, reports all these estimates with a Revenue-
Expenditures ratio rather than with a Expenditures, and Revenue, used in
Tables1-5. In these Tables, parameter estimates are reported in the first row
and {—values are written in parentheses.

Table 1: Revenues-Expeditures Relatfonship for Each Sultan.

Sultanate Constant Expenditures S5R

Full Sample (1680-1747) 1.T12" 0.921 1203.5
(0,373 (7.182)

Mehmet 1V (1648-1687) 18.653"" —(.093 80.417
: (2,12} (=0.17%

Suleyman 11 (1687-1691) 8,088 0479 50,383
(1.814) (1.656)

[ Ahmet IT (1691-1695) 9,63 0.433 51533
' (1.698) (1.262)

Mustafa IT (1695-1T03) 857" 0.521 77.804
(1.675) (1.739)

Ahmet IIT (1703=-1730) 7475 0.594 344.503
{2.194) (2.984)

Mahmut I (1730-1754) — 10887 1.628* 693.057
(—0.643) (1.717)

Note:*  Indicates a significance level of [0%.
* Indicates a signiffcance level of 5%.
(-statistics are reported in parentheses under the corresponding estimared
coefficients.

If the estimated coefficient of Expenditures, is less than 1, this suggests
that a government continues to spend more than it collects, we took this
indication as a risk of default in the long run. For this reason, the interest
rate that the government has to offer to service its debt would be higher,
Hakkio and Rush (1991) note the necessity that the coefficient of
expenditures be equal to one for the sovereignty of the debt, which also
implies a balanced budget. While evaluating results of the analysis, our
criterion is that if the coefficient is less than one, then the deficit is
unsustainable; if it is greater than or equal to one, then the deficit is
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iable. In economic literature, it is prescribed that when the growth
f a budget deficit is less than or equal to the growth rate of the
Ty, then the deficit is sustainable. However, we cannot consider the
sn in this study because we lack growth rate data for this period of the
an economy. For this reason, the criterion mentioned above is used
itudy as the indicator of deficit sustainability. One may also argue that
ing just the slope coefficient while ignoring the constant term may
ow the sustainability of the deficit properly. Autonomous revenue
is captured by a constant term) shows the revenue not depending on
litures. If the Keynesian theory is right, then expenditures stimulates
;put, so the tax revenues will increase under a flat or progressive tax
. Thus, autonomous taxation depends on various factors, such as per
xation, but it does not depend on economic performance. In the long
e role of autonomous taxation will decrease and the budget will not
ainable if the slope coefficient js less than one.
<esults of the analysis are sunimarised in Tables 1-5. In Table 1, the
sustainability conditions in 1680-1747 period of the full sample and
iltan are reported. In the sample period, there were six reigning
in the Empire: Mehmet I'V (1648-1687), Suleyman I1 (1687-1691),
[1.01691-1695), Mustafa I1 (1695-1703), Ahmet III (1703-1730),
1t 1 (1730-1754). For the full sample, the coefficient of expenditures
han 1 (0.92 1), which means that the budget deficit was unsustainable.
nt term accounts are taken for autonomous taxation, which usually
ts not for efficient allocation but ’I"nr fixed and per head taxes. In
. constant represents the autonomous taxation and this coefficient
! for the full sample, which is a small coefficient compared to the
nple periods. To understand the use of taxes to finance the
ated expenditures, the information below will be helpful.
| the full sample is considered, the considerable changes and
itrative difficulties either- in the provinces or in the central
ment are seen. The expenditures of local revenues locally
antly limited the financial sources of the central budget, and sultans’
to Edime because of the fear of revolt created an administrative
nce struggle in the capital. Sharply increased expenditures led
s to find new sources of finance, In different periods of the sample,
tes were levied. However, finding new sources was not enough to

¥
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cover the speed of the increase in expenditures (see Figure 1). The
increasing cash need led the central government in the time of Mehmet IV
to levy a new tax named “imdadiyye”. Initially, this tax was collected to
finance military expenditures in urgent times and in long iasting war
periods, but within a few decades it had become a regular tax collected in
different amounts in either war or peace time. The grand vizier of
Suleyman [I, Kopruluzade Fazil Mustata Pasha (1689}, tried to reform the
tax system during his short administration. The other type of taxes levied
in extraordinary cases was “avariz akcesi”. After 1683, these taxes hecame
regular items in the central budget as well. Thus, it can be seen that sultans
had a strong tendency to increase autonomous taxes to finance the
incrtashg cash needs, but from time—to-time some governors tried
reforms to decrease the tax burden on taxpayers. For linstance, in
1689-1691, Koprulu Fazil Ahmet Pasha's period, the revenues exceeded
expenditures (see Figure I). In the sultanate of Ahmet III, especially the
Tulip Period of 1706-1729, sometimes there were excess revenues because
of the peace policies and different applications of the sultan,

We elaborated on the idea that budget sustainability could be different for
each sultan and each war era. The deficit sustainability indicator of the
equation, the coefficient of Expenditures,, is less than 1 for all of the six
sultans in Table 1, except Mahmut I (1730-1754) and for all of the three
intervals in Table 2 except the Ottoman-Iran War (1723-1746). Hence, we
perform the regression analysis for each sultan and each war era. The
results reported in Table 1 indicate that in the sultanates of five sultans, the
budget deficit was unsustainable. The lowest coefficient is —0.093 for the
time of Mehmet IV, His reign was the beginning at the big land losses after
the defeat of Vienna. There was also administrative uncertainity during this
interval. He was six yvears old when he became the sultan. His reign was full
of political and military problems. For instance, the first years of the Sultan
passed under the strong domination of his mother Kosem Sultan. The
power of the central government both in the capital and in the provinces
weakened. The Janissaries” were in control in Istanbul and Jelali pashas’
control led the provinces. The other times when the coefficients of
Expenditures, were less than 1 are: Suleyman II, 0.479; Ahmet 11, 0.433;
Mustafa II, 0521; and Ahmet III, 0.594. During these periods, war
expenditures were a big item in the central budget. During these reigns of
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e sultans of the sample period, these costly wars continued. In the
tanate of Suleyman II, the fight against Austrians continued in the
dkan region and the Russia attacked to the Crimea. In the time of
ustafa 11, there was a big defeat in Zenta. In the time of Ahmet [11, wars
th Austria on land and with Venice at sea continued, and there were also
cupations of Iran in Azerbaijan and Hemedan, Besides the great financial
rdens of the wars, there were Janissary revolts either in the capital or in
imelia for julus and other payments. As seen in Table 1, the highest
efficient among the coefficients of expenditures less than one, 0.594, is in
e sultanate of Ahmet III. The peace policy of Ahmet III in his relations
th the other states can be mentioned as an important reason for the
gher coefficient. The only coefficient of expenditures greater than 1 is the
refficient of Mahmut 1°s reign. In his time, wars with Iran in the east, with
ustria in the west, and with Russia in the north were generally successful:
e Belgrade Treaty with Russia and Austria (1739), the Hemedan Treaty
id treaty after the Musul War (1746) with Iran. All of these treaties
emed advantageous for Ottdmans. There was no military revolt in his
iltanate. The Constant in Table 1 represents the autonomous taxes. For
ie full sample autonomous taxation has a positive coefficient. The
580-1747 sample was a continuous war period and to finance these wars,
le central administration levied extraordinary taxes (Awvariz, Nuzo! and
ursat), which became regular in a short time. Three important sources of

wvenue were mukataa, jizya and avariz. The highest revenues collected

‘om mukataa were at the beginning and end of the period because in
etween war periods led to decreased mukataa revenues. Jizyva revenues
rere imcreased in the time of the ta}i reforms of Kopruluzade Fazil Mustafa
asha in the 1690s. In the 16831700 interval, jizya was collected in
dvance (generally one year). In the last years of the sample period, jizya
evenue retrogressed. The extraordinary tax Avariz was increased in war
imes and decreased in peace times. These movements in taxes can be
ollowed in Figure 1. When we consider all the sultans, the highest
utonomous tax was in the sultanate of Mehmet IV, 15.653. After the
fienna siege, temporary or permanent loss of land led to a decrease in
nukataa revenues, In the time of Suleymen I1, copper coin usage changed
he exchange rate of foreign currencies. Then, expectations of instability in
he market, Hasses of the Sultan and mukataas were removed from the
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iltizam system but in this period the tendency for autonomous taxation was
not as high as for Mehmet IV, only 8.988. In the sultanate of Ahmet II, we
saw the tax reform of the Kopruluzade Fazil Ahmet Pasha. To be able o
increase tax revenues, fizyva (collected from each household) started 1o be
collected per head, as in the past. In this new system, the criterion was the
ahility to pay’. After these sultanates, autonomous taxation started. to
decrease (Table 1) because from time to time treaties like the Karlowitz
Treaty (1699) and the treaty with Russia (1700) were made. In the peace
periods, disorders in the mukataa system were dealt with and revenues
from mukaraas increased, which meant a decrease in the amount of
extraordinary taxes. The people living in Tamishvar, Belgrad, and Bosnia
were exempted from jizya taxes in 1699-1700%, All these seem to be
effective autonomaous taxes in the sultanate of Ahmet II1. F-test results for
the ahalysis are 6.44 for the full sample period. This value of the F-statistics
reject the null hypothesis that all the sultanate periods were the same. It can
be interpreted that sultans applied different policies in their reigns and each
sultan had different characteristics in his time interval,

Figure 1: Revenue and Expenditures of the Ortoman Budget in Logarithms (1680-1 747,
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: Revenues-Expenditures Relationship Across Different War Periods.

Period Constant | Expenditures S5R
a to Karlowitz (1683-1699) 6,576 0.622 214214
(1.502) (2.428)
itz to Pasarowitz (1699-1718)[  5.855"" 0,683 306.100
(1.742) (3.462)
wan=Iran War (1723-1746) —{.619 1.055° 421.711
(=0.106) (3.206)

Indicates a significance level of 10%.
Indicates a significance level of 5%.

t-statistics are reported in parentheses under the corresponding estimated
coefficients.

12 discussions above make clear, not the different sultanates but the
nt war periods were the reason for the fiscal policy action that was
for the sustainability of budgets. The sample period is divided into
ntervals: the Vienna Siege to’Karlowitz (1683-1699), Karlowitz to
owitz (1699-1718), and the Ottoman—Iran War (1723-1746). This
n is based on main characteristics of the war periods. The first
i, Vienna Siege to Karlowitz (1683-1699), was a period of defeat
id losses. The second period, Karlowitz to Passarowitz (1699-1718),
reriod of attempts to regain the lost lands, and the third interval was
:ssful war period in which new lands were gained in the east. After
snna siege, the central government levied a new tax, imdadiyvye.
v, this tax was collected to finance military expenditures in times of
ey and in long lasting war periogds. However, in a few decades it
: a regular tax collected in various amounts, even in peace periods
im the 1700 peace with Russia to the Ottoman victory in Prut. As in
ip period (1706-1729), sometimes there were even eXcess revenues
e Figure ). When the war periods are considered in Table 2, in the
o war periods, the coefficients of expenditures were less than 1:
and 0.683. The period in which the coefficient of autonomous
n was below zero is the war period with Iran. There were some fiscal
ages of wars in the east, which can be mentioned as important
i for the lower .autonomous taxes. These advantages can be
ed as follow. After defeats in the west, Janissary revolts stared in
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Rumelia, was easily extended to the capital, Istanbul. These revolts ended
with either julus payment or other extraordinary payments made to the
Janissaries, which affected the budget deficit sustainability negatively. On the
other hand, for any war in the east, such a revolt extending to the capital was
not possible. In addition to these, during the Iranian war period in the east,
there were sizeable land gains, despite temporary and small land losses, which
did not influence either mukataa revenues from the eastern provinces or any
other revenues like jizya and Avariz. There were not any lax revenue
problems in war times in the east. During these wars, in contrast to contrary
to the western provinces, there were not any tax—exemptions or delays made
by the central government. These are advantageous factors for budget deficit
sustainability. The highest coefficient estimated for expenditures is the
coefficient of the third war period, the Ottoman—Iran War (1723-1746) in the
east, which is 1.055. When we examine the autonomous taxes in the three
war periods, we see these coefficients for the three war periods: The
estimated coefficients are for Vienna—Karlowitz (1683-1699), 6.576; for
K arlowitz-Pasarowitz (1699-1718), 5.855; and for the Ottoman—Iran War
(1723-1746), —0.619. Among these, the lowest coefficient for the
autonomous taxes is —0.619 for the Ottoman-Iranian War period. This
interval was a successful time for the Empire because besides victories, many
peace treaties were made. In this time, wars with Iran, Austria, and Russia
were generally successfull. The Belgrade Treaty with Russia and Austria
{1739}, the Hemedan Treaty and the treaty after the Musul War (1746) with
Tran seemed advantageous for the Empire. The impression gained from the
analysis of the war periods is an unsustainable budger deficit that cannot be
recovered or mitigated by the short—term deficit sustainability. Moreove,
war periods exhibit different characteristics either from both other periods or
each other. The F—test values are 228.993 for the war periods in Table 2 and
204 6077 in Table 3, which are statistically significant.

Table 3 summarises the direct comparisons of deficit sustainability and
autonomous taxation during war periods. In this regression D, represents
the war periods and D * Expenditures, represents the expenditures made in
these war periods. It is understood from the estimated coefficients of
Expenditures, that expenditures decreased in all of the three war periods.
Especially in the Karlowitz—Pasarowitz (1699-1718) period, the estimated
coefficient for Expenditures, retrogressed to a negative value, —0.177.
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the Siege process, taxes were collected by the army from the
=5 along the road to Vienna. In the next war period,
iz-Pasarowitz (1699-1718), jizya taxes were not collected from
ovinces in Rumelia especially Tamishvar, Belgrad, and Bosnia for
sears'™. In this period, as mentioned above, revenues from some
s did not reach the central budget because of the needs of the army
& military expedition. As a result of these, there was a decrease in
icient of autonomous taxes from 13.571 in the Vienna-Karlowitz
1 11.670 in the Karlowitz—Pasarowitz pericd. The lower coefficient
werval of the war with Iran can be related to the accelerated
isation of provinces and local revenues during the war times of the
1ation period. Although the autonomous tax for the first two periods

same, it is lower in the Karlowitz—Pasarowitz period, This was a

which many lands in Rumelia mutually changed hands with Austria.
lese temporary gains and losses, the collection of the revenues was
¢ and autonomous taxes decreased. All these indicated that in war
there was a tax income loss while the war expenditures were
isly growing, which is one t}fcme factors that makes the deficit
llity problem of the Empire more serious in that period.

wenues-Expenditures Refatfonship for Each Different War Period.

el Constant | Expenditures Iy I* Expenditures | S5R
ran 13.725" 0215 ~ 01,974 (084 613,456
) (27.574) (7.357) {~1.132) (1. 702)
Karlowit
..“ s 13571 0241 —359" 0,177 612.508

: poss) | msan | qassn (2.975)

T

o Pasarewits a0 0,345 291" -0.177 645723
) (Z3.134) | (11.892) (3.485] (~3.57%)
dicates a significance level of 10%.
dicates a significance level of 5%,

daristics are reported in parentheses under the corresponding estimared coefficients.

irical evidence elaborated on above suggests that both the Mahmut
the Iranian war period had a favourable budget management. In
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order to assess which of these two was the main reason for the favourable
environment we estimate the Equation 2 for Iranian war period (1723-1746)
by adding a dummy variable for the Mahmut I era, The estimates are reported
in Table 4. Note that the induce revenue is 0,697 for the non— Mahmut [ era
and 1.490 (0.697 + 0.793) for the Mahmut 1 era. This clearly suggests that
Mahmut I, not the Iranian war era provided the sustainable budget.
Furthermore, it is interesting to note that autonomous revenue decreased in
Mahmut T era but this might be considered as favourable in the view of the
taxpayers relative to for the Ottoman economy as a whale.

Table 4: Mahmut I in the Iranian war period. -
[ Constant | Expenditores | Dy | Danmuiciran® S5R
Expenditures
i
War with Iran | 4.922" 0.697 —13.892 0793 086,649
(1723-1746) (1.668) (4. 120 {=10.050) (D745}

Note: *  Indicates a significance level of 10%.
**  [Indicates a significance level of 5%. )
r-statistics are reported in parentheses under the corresponding estimated coefficients.

Table 5 analyses the connection between julus, the payment made to
Janissaries when a new sultan is crowned, and deficit sustainability. The
coefficient of the constant term for the julus payment period is lower, so
there is a decrease in autonomous revenues. These payments seem [0
worsen the deficit sustainability. However, induced expenditures increase
with julus. F-test value of the julus payment dates reported in Table 5 is
9,58, which is statistically significant. It indicates that julus payments led to
changes in the fiscal dynamics of the Empire.

Table 5: Revenues-Expenditures Relationship for Julus Period,

Constant ne, Expenditures nee S5
Expenditures
Full Sample Period | 12,8447 —2.80™ 0276 0.163 54,360
(1680-174T) (36T} {—1.608) (11.314) {1.708)

Nate:®  Indicates a significance level of [0%.
" Indicates a significance level of 3%. ;
{—statistics are reported fn parentheses under the corresponding estimated coefficients.
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1"'.'5[5 elaborated on earlier in this section, one might argue that budget
_bﬂlry cannot be interpreted through the estimared coefficient of
ftures;, but that the autonomous taxation should also be taken into account
[ to address this issue, we regress expenditures—revenue ratio on the-
for the full sample as well as the sub—samples used in Tables 1-2, and the
variables used in Tables 3-5. Interestingly, all constant terms for these
ire _gma: er than one (Table 6) and none of the estimated coefficients of the
'.rlalnables are statistically significant at the 109 level. This might suggest the
ility of the budget. However, HUIONOMOUS taxation Is not proportionate
iditures, so deficit sustainability in the long-run, is in question,

Estimation of Budset Sustainability by Using (Re venues/Expenditures) Ratip.

Constant Djuius DI*Expemditure DL S5R
Hle LS
el 52118.230
v LT
e 5140250
i L
E = TRy
! I{. L2B1307
1006 ;
b 361674
I Lozs*t s
(1517 -
i -
1458 2G5, R0
e
e G40
Karlowitz mit 1
s 1739.500
to Pasarowiiz 103" 208
{1.785} ae
Iramn War 1424 H 13421
: B ? E]
i3 LR ~ (L0 5
i f i . F200 090
res & Irandan 124"
gt LU P
2.879) (~0.004) LN
doring the 1.0a™ —{1033 5210250
r (e N L] (—(LINIS)

ndicates a significance level of 10%.

Indicares a significance level of 5%,

—STstistics dre reported in parentheses under the coresponding estimated coefficiants,
O Dummy variable set in the Iramian war era,

DM Dummy variable sar in Mabmur I's Sultanate during the franian war.
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If one considers that the budget was sustainable we consider this with the
expenditures-revenue ratio, then the best terms of the periods are associated
with the lowest constant and the highest slope terms. Similarly, the worse
terms are associated with the highest constant and lowest slope terms.

To sum up, as a result of the evaluation of the regression results, we can
argue that a general unsustainable budget deficit dominates in the sample
period. The only liscal recovery in real terms is in the sultanate of Mahmut 1,

5. Conclusions

-

In this paper budget deficit sustainability has been examined during one
of the transition periods (1680-1750) of the Ottoman Empire. 1680 was
chosen as the starting point because it coincides with the beginning of the
decline period of the Empire. Examining this period provided an
opportunity to observe the effects of wars, as well as political and fiscal
system changes upon the central budget and deficit sustainability.

The empirical evidence gathered in this paper suggests that during the
sample period, except for the sultanate era of Mahmut I, the Ottoman

budget was not sustainable. The other interesting result of the study is that

jufus payments have a significant tax increasing effect and the distribution
of julus deteriorated the sustainability of the budger.

When we consider the other sultanate eras and war periods, we see the
coefficients of expenditures are less than one in Table 1 and Table 2, which
underlines the view that serious unsustainable budget deficit problems cannot
be eliminated, even with small recoveries and a few sustainable deficit
periods. At the end of the sample in 1747, fiscal problems became even more
serious. The first foreizn debt was undertaken in 1854 and the creditors
established a foreign debt management systemn {(Duvun—u Umumivve) in
1881. Furthermore, the heavy fiscal problems of the Empire remained
unsolved, affecting the economy of the new Turkish Republic from the
dissolution of the empire to the second half of 1950s. The actual end of the

~ fiscal problems of the empire was 1934, the year in which the young Turkish
® Republic paid the last instalment of the Empire’s foreign debt.
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NOTES

. The data set is reported in the Appendix A.

- All the Ottoman names and terms written in italic are explained in the
Appendix B,
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APPENDIX B: Budget Revenue and Spending of the Empire
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